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Directors’ Report
The directors present their annual report and audited financial statements for the year ended 3 1. August 2021.
Principal activities

‘The principal activity of the company is the construction and maintenance of a hospital unit under the PFI/PPP
scheme. The company entered into a long-term contract on 6 October 2004 with Aytshlre & Arran Health
Authority for the construction and maintenance of Ayrshire Maternity Unit (AMU). Constmctlon of AMU was
completed during the year to 31 August 2006 and the company continues to provide facilities management and
:maintenance under the PF1/PPP contract entered into in October 2004 The facility continues to be a success and
‘the company continues to operate in line with the financial model agreed at fi nancial close.

The profit for the year after taxation and fair value movements on cash flow hedging instruments is £1,494,855
(2020: £744,037) as set out in the Statement of Comprehensive Income on page 8. The profit for the year will be
itransferred to reserves.

Dividend

Durmg the year, the company made dividend payments totalling £120, 000 (2020: £320,000). The directors do not
recommend the payment of a dividend as at 31 August 2021 (2020: £nil).

Directors
The directors who held office during the year and after the year end are set out below.

R Christie
J S Gordon
A Fordyce

Financial Instruments

Due to the nature of the company’s business, the financial risks the directors consider relevant to the company are
credit, interest rate, cash flow and liquidity risk.

Credit Risk

The credit risk of the FM provider represents the major credit risk to the company. Periodic checks of the financial
strength of the FM provider are undertaken.

Interest Rate Risk

The financial risk management objectives of the company are to ensure that the financial risks are mitigated by
the use of financial instruments. The company uses interest rate swaps to reduce its exposure to interest rate
movements. Financial instruments are not used for speculative purposes.

Cash flow and liquidity Risk

The company’s cash flow and hquldlty risk is principally managed through ﬁnancmg the company by means of
long term borrowing,.

Gomg concern

The World Héalth Organisation declared the COVID-19 outbreak a health emergency on 30 January 2020 and a
global pandémic on 11 March 2020. Many actions taken by the Scottish Government and the private sector:to
respond to the outbreak followed these announcements. A review of the financial impact on the group dn
responding to COVID-19 has been assessed as low. This is because the Company is stil] able to prov:de the services
required under the PFI contract as the sub-contracted Facilities Management company remains able to meet its
contractual obligations. This is because PPP contractors are deemed to be part of the public sector response to the
pandemic according to the guidance notes released by the Scottish Futures Trust on 29 June 2020.

Since the COVID-19 outbreak, the customer, Ayrshire & Arran Health Board, have continued making unitary
payments under the Project Agreement and in accordance with the Scottish Futures Trust guidance note, and the
onward payments to the Facilities Managemem company have continued to be paid in accordance with the FM
Services Agreement.
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The directors confirm the completeness of the mfonnanon provnded regarding events and conditions relatmg to
gomg concern at the date of approval of the financial statements,inchiding plans for future action.
Audltors

dn accordance with, the company’s articles, a resolution proposing that Johnston Carmlchael LLP be reappointed
‘as auditors of the company will bé put at a General Méeting.

Disclosure of infoi'mation to the auditor

So far as each person Who was & diréctor at the daté of approving this report is aware, thére is no relevant atdit
.information of which thc company s audltor is unaware. Addmonally, the directors mdmdually ‘have taken all the
necessary steps that ey ought to have. taken as dlrectors in ordér to maké themselves aware of all relevant audit
-information and to establish that the company’s audltor is aware of that information.

Thns report has been prepared in accordance withithe provisions applicable to companies entitled.to the small
compames exempnon

7B_y order of the board

— DocuSigned by:
l WL Uwsﬁc
FF548D7826498...
Rory Christie

Director
Date; 11 March 2022
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Statement of Dlrectors Responsrbilitles in respect of the Directors’ Report and the
financial statements

The directors are responsible for preparing the Directors’ Repon and thé ﬁnanclal statements in accordance wnth
applicable law and regulations.

Company law requnres the directors to. prepare ﬁnancnal statements for each financial year. Under that law the directors
have elected to prepare the financial statemeénts in accordance with United ngdom Generally Accepted Accountmg:
Practice (Umted Kingdom Accountmg Standards and applncable law). Under company law the directors: must not approve
the financial statements unless they are satisfied that they gwe atrue and fair view of the state of affairs of the company
and of the profnt or loss of the company for that period. In preparmg these ﬁnancnal statements the directors are requtred
10: :

e  select suitablé accounting policiesand then apply them consistenily;
*  make judgéments and accounting estimates that are reasonable and prudent;

e state whether apphcable UK Accotinting Standards have been followed sub_|ect to any matenal departures
discussed and explained in the financial statements; and

e prepare the financial statéments on the going concern basis unless i it is mappropnate to presume that the conpany
will contmue m busmess

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the.
company’s transactions and’ disclose with reasonable accuracy at any time the financial position of-the company and
enable them to ensure that the financial statements comply with the Compames Act 2006. They are also responsible for
safeguardmg the assets of the company and hence for taking reasonable steps for the prevention and “detection of fraud
and other 1rregulant1es

The Directors’ Responsibilities were approved by thé board on 11 March 2022 and signed on its behalf by:

Docus:gned by:
l (lwiskie
FAFF548D7826498...

Rory Christie
Director
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Independent Auditor’s Report to the Members of Ayrshire Hospitals Limited

Opinion

We have audited the financial statements of Ayrshire Hospxtals Limited (the 'company’) for the year ended 31 August
2021 which comprise the Statement of Comprehensive Income; Balance Sheet, Statement of Changes in Equity and notes
to the financial statements, mcludmg significant accounting policies. The financial reporting framework that has been
apphed in their preparation is applicable law and United Kingdom Accounting Standards, including Financial Reporting
Standard 102 ‘The Financial Reporting Standard applicable in the UK and Reépublic of Ireland’.

In our opinion, the financial statements:
e give a true and fair view of the state of the company's affairs as at 31 August 2021, and of its profit for the year
then ended;
. have been properly prepared in.accordance with United Kingdom Generally Accepted Accounting Practice; and
e have been prepired in accordance with the | requiremenis of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Audmng (UK) (ISAs (UK)) and applicable law.
Our responsibilities under those stiridards are further desciibed in the Auditor's responsnbnlmes for the audit of the
financial statements section of our-report. We are independent of the company in accordance with ithe ethical
requirements that are relevarit to our audit of the financial Statements in the UK, incliiding the FRC’s Ethical Standard,
and we have fulfilled our ethical responsxbnhnes in accordance with these requlrements We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclisions relating to going concérn

In auditing the financial statements, we have concluded that.the directors’ use of the going concern basis of accounting
in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have ot identified any material uncertainties relating to events or conditions
that, individually or collectively, may cast significant-doubt on the company's abnhty to continue as a.going concern for
a penod of at least twelve months from when the finanéial statements are authorised for issue.

Our responsibilities and the responsnbn]mes of the directors with respect to going concern are described in the relevant
sections of this report.

Other information

The other information comprises the information included in-the annual report, other than the financial statements and
our auditor’s report thereon. The directors are responsible for'the other information contained within the annual report.
Our oplmon on the financial statements does not cover the other.information and, except to the extent otherwise explicitly
stated in our report, we do not express any form of assurance conclusion thereon. Our responsnbnhty is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the financial
statements, or our knowledge obtained in the course of the audit, or otherwise appears to be materially misstated. If we
ldennfy such material inconsistencies or apparent material misstatements, we are required to determine whether this gives
rise to a material misstatement in the financial statements themselves. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Oplmons on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:
o the information given in the Directors' Report for the financial year for which the financial statements are
prepared is consistent with the financial statements; and
e  the Directors' Report has been prepared in accordance with applicable legal requirements.

Matters on which we are required to report by exception
In the light of the knowledge and undesstanding of'the company and its environment obfained in the course of the audit,
we-have not identified material misstatements in the Directors' Report.
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you
if, in our opinion:
e adequate accounting records have not been kept, or réfurns adequate for our audit have not been received from
branches not visited by us; or
the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors' remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit; or
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e the directors were not entitled to take advantage of the small companies’ exemptions in preparing the Directors’
Report and from the requirement to prepare a Strategic Report.

Responsibilities of the Directors

As explained more fully in the Directors' Responsibilities Statement set out on page 4, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view, and for such internal
control as the directors determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to
do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from inaterial
misstatement, whether due-to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with ISAs (UK) will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

Extent to which the audit is considered capable of detecting irregularities, including fraud
Irregularities, including fraud, are instances of non-corhpliance with laws and regulations. We design procedures in line
with our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud.
The extent to which our procedures are capable of detecting irregularities, including fraud, is detailed below:
We obtained an understanding of the legal and regulatory frameworks that are applicable to the company, focusing on
provisions of those laws and regulations that had a direct effect on the determination of material amounts and disclosures
in the financial statements. The most relevant frameworks we identified include:

e  FRS 102 “The Financial Reporting Standard applicable in the UK and Republic of Ireland”

e  Companies Act 2006

e  Corporation Tax legislation

e VAT legislation

We gained an understanding of how the company is complying with these laws and regulations by making enquiries of
management and those charged with governance. We corroborated these enquiries through our review of submitted
returns and board meeting minutes.

We assessed the susceptibility of the company’s financial statements to material misstatement, including how fraud might
occur, by meeting with management and those charged with governance to understand where it was considered there was
susceptibility to fraud. This evaluation also considered how management and those charged with governance were
remunerated and whether this provided an incentive for fraudulent activity. We considered the overall control
environment and how management and those charged with governance oversee the implementation and operation of
controls. In areas of the financial statements where the risks were considered to be higher, we performed procedures to
address each identified risk.

The following procedures were performed to provide reasonable assurance that the financial statements were free of
material fraud or error:
e  reviewing minutes of meetings of those charged with governance;
e reviewing the level of and reasoning behind the company’s procurement of legal and professional services; and
e  performing audit work procedures over the risk of management override of controls, including testing of journal
entries and other adjustments for appropriateness, evaluating the business rationale of significant transactions
outside the normal course of business and reviewing judgements made by management in their calculation of
accounting estimates for potential management bias.

Our audit procedures were designed to respond to the risk of material misstatements in the financial statements,
recognising that the risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting one
resulting from error, as fraud may involve intentional concealment, forgery, collusion, omission or misrepresentation.
There are inherent limitations in the audit procedures performed and the further removed non-compliance with laws and
regulations is from the events and transactions reflected in the financial statements, the less likely we are to become
aware of it.
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https://www.fre.org, uk/Our:Work/Audit/Audit-and- assurance/Standards-and gurdance/Standards and puidance-for-
udttors/Audrtors-resgonsnbnlmes-for- udnt/Descnptlon-of-audnors ¥e _ponsxbllmes-for-aud L.aspx: iThis desctiption
'fonns part of our auditor’s report. ‘

Use of our report

This report is made solely to the company’s ‘meinbers, as a body, in accordance with Chapter 3 of Part 16 of the

Compames Act2006. Our audit work has been undertaken sothat we mlght state fo the company’s: ‘members those matters

we are required to state to them in an auditor's s report and for o other f purpose. To the fullest extent pennmed by law; we
"“do not accept or assume responsrblhty to anyone other than the company and the company s members asa body, fonour

audit work, for this repott, or for the opiniohs we have formed

» Grant Roger (Semor Statutory Auditor) o
'For and.on bebalf of Johnston Carmichael LLP 14 March 2022

Chart_er_ed Accountants »
 Statutory Auditor 7:11 Melville Street
‘ ' 'Edinburgh
EH3 7PE
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Statement of Comprehensive Income
Jor the year ended 31 August 2021

Note 2021 2020
£

£

Turnover 1 1,722,717 1,698,053
Operating expenses 2 (928,144) (943,515)
Operating profit 794,573 754,538
Interest receivable and similar income 5 716,752 741,998
iInterest payable and similar charges 6 (932,043) (989,168)
Profit on ordinary activities before taxation 579,282 507,368
Tax on profit on ordinary activities 7 (i'10,064) (96,400)
Profit for the financial year end 469,218 410,968
Fair value movements on cash flow hedging instruments 978,234 284,037
Deferred tax relating to fair value movements 47,403 49,032
Total comprehensive income / (expense) for the year 1,494,855 744,037

All the activities of the company are froim continuing activities.

The notes on pages 11 to 19 form part of the financial statements.
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Statement of Fmanclal Posntlon

at31 Auguvt 2021 ,
2021 2020
Note £ £

Current assets ) 7 .
Debtors - due within. one year , 8 1,034,170 931,921
Debtors - due aﬁer more than one year 8 13,878,842 14,322,474
Deferred tak asset 1" 971,943 924,540
Total debiors 15,884,955 16,178,935
Cash at bank and in'hand 2,266,877 2,179,963
18,151,832 18,358,898
Creditors: amounts falling dug within one year 9 : (4,365,568) (4,203;745)
Current assets less current liabilities | . 113,786,264 14,155,153
Créditors: amouts fallirig dire after more than 6ne yedr 10 ‘ (16,068,428) (17,812;172)
Net liabilities o (2,282,164) (3,657,019)
Capltal and reserves . _
Called up share capital 12 2,000 2,000
Hedging reserve 13 (2,915,829) (3,941,466)
Retained eamings 13 631,665 282,447
Shareholders’ deficit (2,282,164) (3,657,019)

‘These financial statements have been prepared in‘accordance with the provisions applicable to compames subject to'the
small companies’ regime.

.These ﬁnancnal statements were approved by. the board of dlrectors and authorised for- issue on 11 March 2022 and were
signed on its ‘behalf by

DocuSIgned by:

Umsﬁe

54807328498

Rory _Chrlsne
Director
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Statement of Changes of Equity

Year to 31 August 2021
Called up
share Retained Hedge Total
capital Earnings Reserve Equity
B £ £ £
At 1 September 2019 2,000 191,479 (4,274,535) (4,081,056)
Profit for the year - 410,968 - 410,968
Dividends - (320,000) - (320,000)
Other comprehensive income for the year:
Fair value movements on cash flow hedging
instruments, net of tax 333,069 333,069
At 1 September 2020 2,000 282,447 (3,941,466) (3,657.019)
Profit for the year - 469,218 - 469,218
Dividends - (120,000) 2 (120,000)
Other comprehensive income for the year:
Fair value movements on cash flow -hedging
instruments, net of tax - - 1,025,637 1,025,637
As at 31 August 2021 2,000 631,665 (2,915,829) (2,282,164)

10
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Notes
(forming part of the financial statements)

Company information
Ayrshire Hospitals Limited is a company limited by shares domiciled and incorporated in Scotland. Their registered
office is Caledonian Exchange, 2™ Floor, 19a Canning Street, Edinburgh, EH3 8EG.

Statement of compliance

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting Standard
applicable in the UK and Republic of Ireland” (“FRS 102”) and the requirements of the Companies Act 2006. The
disclosure requirements of section 1A of FRS 102 have been applied other than where additional disclosure is required
to show a true and fair view.

The financial statements are prepared in sterling, which is the functional currency of the company. Monetary amounts
in these financial statements are rounded to the nearest £. The financial statements have been prepared on the historical
cost convention.

Accounting policies

Basis of preparation

The preparation of financial statements in conformity with FRS 102 requires the use of certain critical accounting
estimates. It also requires management to exercise its judgement in the process of applying the company’s accounting
policies. The areas involving a higher dégree of judgement or complexity, or areas where assumptions and estimates
are significant to the financial statements, are disclosed further in the accounting policies.

The principal accounting policies adopted are set out below have been consistently applied to the years presented,
unless otherwise stated.

Going concern

The directors acknowledge that the company is in net liabilities, however this is as a result of the interest rate swaps,
which are significantly out of the money, being brought onto the Statement of Financial Position. There is no going
concern impact as the swaps will not result in an outflow of cash that is in excess of the total debt interest forecast
within the company’s original projections. It is not the intention to close out these instruments before their maturity
date, therefore there is no impact on the company’s ability to meet its liabilities as they fall due. After reviewing the
company’s forecasts and projections, the directors have a reasonable expectation that the company has adequate
resources to continue in operational existence for the foreseeable future. The company therefore continues to adopt
the going concern basis in preparing its financial statements. '

The World Health Organisation declared the COVID-19 outbreak a health emergency on 30 January 2020 and a global
pandemic on 11 March 2020. Many actions taken by the Scottish Government and the pnvate sector to respond to the
outbreak followed these announcements. A review of the financial impact on the group in responding to COVID-19
has been assessed as low. This is because the Company is still able to provide the services required under the PF1
contract as the sub-contracted Facilities Management company remains able to meet its contractual obligations. This
is because PPP contractors are deemed to be part of the public sector response to the pandemic according to the
guidance notes released by the Scottish Futures Trust on 29" June 2020.

Since the COVID-19 outbreak, the customer, Ayrshire & Arran Health Board, have continued making unitary
payments under the Project Agreement and in accordance with the Scottish Futures Trust guidance note, and the
onward payments to the Facilities Management company have continued to be paid in accordance with the FM
Services Agreement.

The directors confirm the completeness of the information provided regarding events and conditions relating to going

concern at the date of approval of the financial statements, including plans for future action.

Disclosure exemptions
The company has taken advantage of the exemption in FRS 102 Section 7 ‘Statement of Cash Flows’ part 1B, which
states that a small company is not required to prepare a cash flow statement,

11
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The company has taken advantage of the exemption in Section 33 of FRS 102 ‘Related Party Disclosures’, that allows
it not to disclose transactions with wholly owned members of a group.

Revenue recognition

Turnover represents the services' share of the management services income received by the company for the provision
of a PFI asset to the customer. This income is received over the life of the concession period. Management service
income is allocated between turnover, finance debtor interest and reimbursement of finance debtor so as to generate a
constant rate of return in respect of the finance debtor over the life of the contract. Turnover is represented net of
VAT.

Income tax

Taxation expense for the period comprises current and deferred tax recognised in the reporting penod. Tax is
recognised in the Statement of Comprehensive Income, except to the extent that it relates to items recognised in Other
Comprehensive Income or directly in equity. In this case tax is also recognised in Other Comprehensive Income or
directly in equity respectively. Current or deferred taxation assets and liabilities are not discounted.

i) Current tax

Current tax is the amount of income tax payable in respect of the taxable profit for the year or prior years. Tax is
calculated on the basis of tax rates and laws that have been enacted or substantively enacted by the period end.
Management periodically evaluates positions taken in tax returns with respect to situations in which applicable tax
regulation is subject to interpretation. It establishes provisions where appropriate on the basis of amounts expected to
be paid to the tax authorities.

i1) Deferred tax

Deferred tax arises from timing differences that are differences between taxable profits and total comprehensive
income as stated in the financial statements. These timing differences arise from the inclusion of income and expenses
in tax assessments in periods different from those in which they are recognised in financial statements.

Deferred tax is recognised on all timing differences at the reporting date except for certain exceptions. Unrelieved tax
losses and other deferred tax assets are only recognised when it is probable that they will be recovered against the
reversal of deferred tax liabilities or other future taxable profits. Deferred tax is also recognised on the revaluations of
derivative financial instruments, with the movements going through the Statement of Comprehensive Income.

Deferred tax is measured using tax rates and laws that have been enacted or substantively enacted by the period end
and that are expected to apply to the reversal of the deferred tax asset or liability.

Financial instruments

The company has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ and Section 12 ‘Other
Financial Instruments Issues’ of FRS 102, in full, to all of its financial instruments. A financial asset or a financial
liability is recognised only when the entity becomes a party to the contractual provisions of the instrument.

Basic financial instruments are initially recognised at the transaction price and subsequently at amortised cost, unless
the arrangement constitutes a financing transaction, where it is recognised at the present value of the future payments
discounted at a market rate of interest for a similar debt instrument.

Debt instruments are initially recognised at the present value of cash payable to the lender and are subsequently
measured at amortised cost using the effective interest rate method, less impairment. The effective interest rate method
is the rate that exactly discounts estimated future cash payments or receipts through the expected life of the financial
instrument. The effective interest rate amortisation is included in interest payable and similar charges in the Statement
of Comprehensive Income.

Other financial instruments are subsequently measured at fair value, with any changes recognised in the Statement of
Comprehensive Income, with the exception of hedging instruments in a designated hedging relationship.

12
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Financial assets that are measured at cost or amortised cost are reviewed for objective evidence of impairment at the
end of each reporting date. If there is objective evideénce of impairment, an impairment loss is recognised in the
Statement of Comprehensive Income immediately.

For all equity instruments regardless of significance, and other financial assets that are individually significant, these
are assessed individually for impairment. Other financial assets are either assessed individually or grouped on the
basis of similar credit risk characteristics.

Any reversals of impairment are recognised in the Statement of Comprehensive Income immediately, to the extent
that the reversal does not result in a carrying amount. of the financial asset that exceeds what the carrying amount
would have been had the impairment not previously been recognised. Financial liabilities and equity instruments are
classified according to the substance of the contractual arrangements entered into. An equity instrument is any contract
that evidences a residual interest in the assets of the entity after deducting all of its financial liabilities.

Where the contractual obligations of financial instruments (including share capital) are equivalent to a similar debt
instrument, those financial instruments are classed as financial liabilities. Financial liabilities are presented as such in
the Statement of Financial Position. Finance costs and gains or losses relating to financial liabilities are included in
the Statement of Comprehensive Income. Finance costs are calculated so as to produce a constant rate of return on the
outstanding liability.

Where the contractual terms of share capital do not have any terms meeting the definition of a financial liability then
this is classed as an equity instrument. Dividends and distributions relating to equity instruments are debited direct to

equity.

Hedge accounting

The company has entered into an arrangement with third parties that is designed to hedge future cash flows arising on
variable rate interest loan arrangements, with the net effect of exchanging the cash flows arising under those
arrangements for a stream of fixed interest cash flows ("interest rate swaps").

To qualify for hedge accounting, documentation is prepared specifying the hedging strategy, the. component
transactions and methodology used for effectiveness measurement. Changes in the carrying value of financial
instruments that are designated and effective as hedges of future cash flows ("cash flow hedges") are recognised
directly in a hedging reserve in equity and any ineffective portion is recognised immediately in the Statement of
Comprehensive Income. Amounts deferred in equity in respect of cash flow hedges are subsequently recognised in
the Statement of Comprehensive Income in-the same period in which the hedged item affects net profit or loss or the
hedging relationship is terminated, and the underlying position being hedged has been extinguished.

Cash and cash equivalents ‘
Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term highly liquid
investments with original maturities of six months or less and bank overdrafts.

Finance debtor v
The company has taken the transition exemption in FRS 102 Section 35.10(i) that allows the company to continue the
service concession arrangement accounting policies from previous UK GAAP.

The company is accounting for the concession asset based on the ability to substantially transfer all the risks and
rewards of ownership to the customer, with this arrangement the costs incurred by the company on the design and
construction of the assets have been treated as a finance debtor within these financial statements.

Judgement and key sources of estimation uncertainty

In the application of the accounting policies, the directors are required to make judgements, estimates and assumptions
about the carrying amount of assets and liabilities that are not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience and other factors that are considered to be relevant. Actual
results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are

recognised in the period in which the estimate is revised where the revision affects only that period, or in the period
of the revision and future periods where the revision affects both current and future periods.
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Critical judgements

The judgement (apart from those involving estimations) that management has made in the process of applying the
entity's accounting policies and that has the most significant effect on the amounts recognised in the financial
statements is as follows:

- Hedge accounting and consideration of the fair value of derivative financial instruments

The company uses a derivative financial instrument to hedge certain economic exposures in relation to movements in
interest rates as compared with the posmon that was expected at the date the underlying transaction bemg hedged was
entered into. The company fair values its derivative financial instrument and records the fair value of the swap
instrument on its Statement of Financial Position. No market prices are available for this instrument and consequently
ithe fair value is derived using financial models developed by the lender based on counterparty information that is
independent of the company, but uses observable market data in respect of interest rates as an input to valumg the
derivative financial instrument. There is also a judgement on whether an economic hedge relationship exists in order
to achieve hedge accountmg Appropriate documentation has been prepared detailing the economic relanonshnp
between the hedging instrument and the underlying loan being hedged.

The effective interest rate on senior debt instruments was calculated and is not deemed to be materially different to
‘the interest rate applied in:the financial statement and as such no adjustment has been made to the interest charge in
the financial statements. This will continue to be monitored.

Key sources of estimation uncertainty
Accounting estimates and assumptions are made concerning the future and, by their nature, will rarely equal the related
actual outcome. The key assumptions and other sources of estimation uncertainty are as follows:

i) Accounting for service concession arrangements

Accounting for the service concession contract and finance debtors requires estimation of service margins, finance
debtor interest rates and associated amortisation profile which is based on forecast results of the contract. These were
forecast initiaily within the operating model at ﬁnanclal close monitored throughout the duration of the project.

it) Impairment of assets

The carrying value of those assets recorded in-the company's Statement of Financial Position, at amortised cost, could
be materially reduced where circumstances exist which might indicate that an asset has been impaired and an
impairment review is performed. Impairment reviews consider the fair value and or value in use of the potentially
{impaired asset or assets and compares that with the carrying value of the asset or assets in the Statement of Financial
Position. Any reduction in value arising from such a review would be recorded in the Statement of Comprehensive
Income. Impairment reviews involve the sngmﬁcam use of assumptions. Consideration has to be given as to the price
<that could be obtained for the asset or assets, or in relation to a consideration of value in use, estimates of the future
cash flows that could be generated by the potennally impaired asset or assets, together with a consideration of an
appropriate discount rate to apply to those cash flows.

1. Turnover

2021 2020

Tumover arises from: £ £
Service fee 1,722,717 1,698,053
1,722,717 1,698,053

The whole of the turnover is attributable to the principal activity of the company, wholly undertaken in the UK.
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2. Operating expenses

2021 2020
£ £
. FM minagemiént fees 763,355 779,168
Other operating expenses 164,789 164,347
928,144 943,515
3. Result on ordinary activities before ts_ixiitibn
2021 2020
£ £
Profit on 6r4§gialy activities before taxation is stated after charging:
Auditor’s remuneration:
Audi( of these financial statements 8,200 6,900
Audit and tax 6f company’s fellow group undertakings 1,875 3,030
Othier services relating to taxation - 2,490

‘4. Directors’ and employees’ remuneration

.The diréctors, who are also key management “personnel, received no emoluments .from the company during the period for. their
services as directors. There are no other employees of the company.

George Street Capital Limited; the parent company of Ayrshire Hospitals Limited, received fees of £31,200 (2020: £30,452) from
‘the company in respéct of the services of J S Gordon and R Christie as directors.

5. Interest receivable and similar income

2021 2020
£ £
Bank interest.receivable 740 3,497
Interest receivable on finance de‘btor 716,0_12 738,501
716,752 741,998

6. Interest payable and similar charges
2021 2020
£ £
Senior debt 759,886 812,607
Subordinated loan interest 172,157 176,561
932,043 989,168

7. Taxation

2021 2020
Major components of tax expense / (income) £ £
Current corporation tax 110,064 96,400
110,064 96,400
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2021 2020
‘£ £
Factors affecting the tax charge in the year:
Profit on ordinary activities before taxation 579,282 507,368
Corporation'tax at 19% (2020: 19%) 110,064 96,400
Adjustments m respect of previous periods . (74332) (40,505)
Deferred tax credited directly to equity : - 49,032
Timihg differences not recognised - 53,969
Change to deferred tax rate : - (103,001)
Payment / (receipt) for group relief 74,232 40,505
Total tax charge for the year 110,064 96,400
8. Debtors
2021 2020
| £ £
Amounts falling due within one year 3 .
Finance debtor 441,394 447,553
Accrued incomé 290,296 244,416
Prepayments ' 56,127 14,599
Amounts owed by group undertakings and undertakings in which company has 246,353 225,353
a participating interest ’ ’
1,034,170 931,921
2021 2020
£ £
Amounts falling due afier more than one year
Finance debtor 13,878,842 14,322,474
Deferred tax asset 971,943 924,540
2021 2020
£ £
Finance debtor :
At beginning of year 14,770,027 15,180,626
Repayments received (449,791) (410,599)
At end of year 14,320,236 14,770,027

The finance debtor represents paymenis due from NHS Trust.in respect of the Project Agreement. These payments are re;:eivab'ie
ovér the remaining life of the agreement.
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9. Creditors: amounts falling due within one year

2021 2020

£ £

Senior debt (sécured) 765,000 645,000
Subordinated debt 39,380 34,718
Trade creditors 92,643 17,188
Other creditors 2,683,546 2,625,689
Provision for other charges 55,918 55,918
Amounts due to related parties 71,241 148,585
Derivative financial liability 604,381 643,251
Corporation tax 53,459 33,395
4,365,568, 4,203,745

Included within other creditors are amounts recognised in respect of future payments due to lifecycle underspend of £2 230,775
(2020: £2,147,533), the timing of which is uncertain.

10. CredeOrs: amounts falling due after more than one year

2021 2020

£ £

Senior debt (secured) 11,511,360 12,276,360
Subordinated debt 1,273,677 1,313,057
Derivative financial liability 3,283,391 4,222,755
16,068,428 17,812,172

The senior debt is repayable in bi-annual instalments which commenced in October . 2004. The final repayment date is September
2033.

The senior debt bears interest based on LIBOR. As part of its interest rate management strategy the company entered into an interest
rate swap agreement in respect ofthe debt maturing in September 2033. Under this swap the company pays interest at a fixed rate
of 5.285%.

The loan is secured by a floating charge and standard security over the assets of the company.

Other loans relate to subordinate debt which carries an interest rate of 13%. The principal is repayable on 30 September 2034.

2021 2020
£ £

Debt can be analysed as falling due:
In one year or less, or on demand 804,380 679,718
‘Between one and two years 804,665 804,378
Between two and five years 1,723,191 2,037,781
In five years or more 10,257,181 10,747,258
13,589,417 14,269,135
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11. Deferred tax

‘Deferred tax has been provided for at 25% (2020: 19%) in the financial statements and is set out below:

2021 2020

. _ £ £
Deferred tax credit.comprises:
Déferred tak credit relating fo fovement i fair vliie 47,403 49,032
Total tax cr_edit‘include,d' in g_ther comprehensive income 47,403 49,032
peferréd tax asset:
Balance at 1 September ' - 924,540 ' 875,508
Chdrged in year ' 47,403 149,032
Balance at 31 August 971,943 924,540

’I'hé deferred tax asset wi_ll,'unwin‘d over.the life of the hedge which expires in September 2033.

No portion of the deferred tax balance i likely to be recovered or.settied in the l2 months followmg the Stalemem of Financial
Position date. ‘

2. Called up share capital

2021 2020

. £ £
Allotted, called up and fully paid

2,000 Ordinary shares of £1 each 2,000 2,000

13. Reserves

The company has two main reserves:

Hedging reserve - This reserve records fair value movements on cash flow hedging instruments.
Retained eamnirigs - This resérve records retained eamings and accumulated losses.

14. Hedge Accounting

Derivatives are ﬁnanclal instruments that derive their value from the price of an underlymg item, such as mterest rates or
other indices. The company's use of derivative financial mstruments is described below.

Interest rate swaps

The company has enteréd into an interest rate swap with a third party for a specified amount of the company's variable rate
borrowings with banks which has the commercial effect of swapping the variable rate interest coupon on those components of the
loan for a fixed rate coupon The bank loans and related interest rate swaps amortise at the same rate over the life of the loan / swap
arrangements. The interest rate swap was entered.into at a fixed interest rate of 5.285% in October 2004 and expires in March
2033.

The directors believe that the hedging relationship between the interest rate swap and related variable rate bank loan is highly
effective and as a consequence have concluded that these derivatives meet the defmmon of a cash flow hedge and have formally
designated them as such.

The company's derivative financial instrument is carried at fair value. The carrying value of the interest swap at 31 August 2021
amounted to liabilities of £3,887, 772 (2020: £4,866,007). The movements during the year in the fair value of the interest rate
swap is a credit of £978,234 (2020 £284,038 credit) which has been recorded in the cashflow hedge reserve and acredit of £47,043
(2020: £49,032 credit) to deferred tax.
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15. Related Party Transactions

The company has taken advantage of the exemption available in FRS 102 section 33 1A from the requirement to disclose related
party transactions with wholly owned group companies.

16. lmmediate and ultimate holding Company

George Street Capital Limited is the immediate parent entity. The uitimate controlling entity is considered to be Dalmore Capital
Fund LP. Dalmore Capital Fund LP is owned by a number of investors, with no one investor having individual control.
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