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SCHOOLS INVESTMENT COMPANY (IRL) LIMITED

Registered Number 4212551

STRATEGIC REPORT

The strategic report has been prepared for Schools Investment Company (IRL} Limited (the “Company™)

The Directors present their Strategic Report and Directors’ report on the affairs of the Company, which has been
prepared 1n complhiance with s414C of Compames Act 2006, together wath the financial statements, for the year
ended 31 March 2016

Principal activity, review of business and future developments

The principal activity of the Company during the year under review was that of an investment holding company
The Directors expect the Company to continue this activity 1n the foreseeable future The results for the year and
financial position of the Company are as shown i the attached financial statements

The Company has prepared financial statements for the year to 31 March 2016 The comparative peniod covers
the period from 1 April 2014 to 31 March 2015 The Company’s financial statements have been prepared m
accordance with Financial Reporting Standard 102 (“FRS 102”) 1ssued by the Financial Reporting Council
(“FRC“)

In accordance with FRS 102 section 9 9, subsidianies that are held as part of an investment portfolio shall be
measured at fair value with changes 1n fair value recogmsed n profit or loss As the Company treats 1ts equaty
mvestments as a homogenous mvestment portfolio, all subsidiaries are measured at fair value through profit and
loss, as opposed to being consolidated on a line by line basis As at 31 March 2016 the fair value of investments
was £3,306,505 (2015 £2,398,467)

The Company made a profit before taxation of £908,362 1n the year ended 31 March 2016 compared with loss
before taxation of £533,347 in the year ended 31 March 2015

Going concern

The Directors have a reasonable expectation that the Company has adequate resources to continue in operational
existence for the foreseeable future Accordingly, they continue to adopt the going concern basis 1n prepanng the
financial statements

The financial statements show net current assets of £677,056 (2015 £564,690) as at 31 March 2016
Risk management

Risk 1s managed on a group basis This comprises identifying and evaluating the nsks that the group faces and
ensuring that approprate controls and processes are 1 place to manage these nsks It also compnses
responsibility for the oversight of the nsk management process An important part of the group nsk management
framework 1s to have documented policies and procedures n place

The Directors of the Company are responsible for ensuning that the Company complies with the group’s nsk
management framework Assurance as to the effectiveness of and compliance with the nsk management
framework and internal controls 1s provided by the Group’s nsk management functions

The Directors consider the nsk management framework to be appropnate for a company of its size and
complexity




SCHOOLS INVESTMENT COMPANY (IRL) LIMITED

Registered Number 4212551

STRATEGIC REPORT (continued)

Financial risk management

The Company 15 subject to a number of financial nsks throughout 1ts business, pnmanly credit nsk and hiqudity
nisk

Credit risk

Credit nisk 1s the nisk of financial loss 1f a counterparty fails to meet 1ts obligations to repay outstanding amounts
as they fall due Credit sk anses principally from amounts owed to the Company from the companies 1t has
mterest 1m

Appropriate credit checks are required to be made on all counterparties to the Company The Company only
deposits money with appropriately rated counterparties

Liquiduty risk

Liquidity nisk 1s the nisk that the Company may be unable to meet 1ts payment obligations as they fall due or can
only do so at a sigmficantly high cost The Company’s approach to managing liquidity 1s to ensure, as far as
possible, that it will always have sufficient funds to meet 1ts habilities when due

Key performance indicators

The key performance mdicator for the Company 1s the net assets attributable to shareholders, as detailed on page
7 of the financial statements

By order of the Board gn b / \@/2016 and signed on 1ts behalf by

KW Plckard
Director

Registered Office

12 Charles II Street

London

SW1Y 4QU

Registered Number 4212551




SCHOOLS INVESTMENT COMPANY (IRL) LIMITED

Registered Number 4212551

DIRECTORS’ REPORT

Principal activities
The Company acts as an investment holding company No change 1n the Company's activities 1s anticipated

In accordance with Comparnues Act 2006 s414, further information regarding the Company’s pnncipal activity 18
found within the Strategic report on pages 1 to 2

Results and dividends

The Company's profit/loss for the year under review 1s as detailed 1n the statement of profit and loss shown n
these accounts

There are no dividends paid on Ordinary shares in respect of year ended 31 March 2016 (2015 £nil)
Directors

The Darectors who served duning the year were as follows

Name

A C Roper

K W Pickard
A E Kinghorn

The Articles of Association of the Company provide that in certain circumstances the Directors are entitled to be
mdemmified out of the assets of the Company against claims from third parties n respect of certain liabilities
arising 1n connection with the performance of their functions, 1n accordance with the provisions of the UK
Companies Act 2006 Indemnity provisions of this nature have been in place duning the financial year but have
not been utilised by the Directors

Disclosure of Information to Auditor 4

Each person who 1s a Director at the date of approval of this report confirms that so far as the Directors are
aware, there 1s no relevant audit information of which the Company’s auditor is unaware, and the Directors have
taken all steps that they ought to have taken as Directors i order to make themselves aware of any relevant audit
information and to establish that the Company’s auditor 1s aware of that information

Auditor

Pursuant to Section 487 of the Compames Act 2006, the auditor will be deemed to be reapponted and KPMG
LLP will therefore continue 1n office

Political contributions

The Company made no political donations or incurred any pohtical expenditure dunng the year




SCHOOLS INVESTMENT COMPANY (IRL) LIMITED

Registered Number 4212551

DIRECTORS’ REPORT (continued)

Statement of directors’ responsibilities in respect of the Strategic Report, the Directors’
Report and the financial statements

The Directors are responsible for preparing the Strategic Report, the Directors’ Report and the financial
statements mn accordance with apphcable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law they
have elected to prepare the financial statements in accordance with UK Accounting Standards and applicable law
(UK Generally Accepted Accounting Practice), including FRS 102 The Financial Reporting Standard applhcable
in the UK and Republic of Ireland

Under company law the Directors must not approve the financial statements unless they are satisfied that they
give a true and fair view of the state of affairs of the Company and of the profit or loss of the Company for that
pericd In preparing these financial statements, the Directors are required to

. select suitable accounting policies and then apply them consistently,

. make judgements and estimates that are reasonable and prudent,

. state whether applhicable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explamned in the financial statements, and

. prepare the financial statements on the going concern basis unless 1t 15 inappropriate to presume that the

Company will continue 1n business

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 Companies Act 2006 They have general
responsibihty for taking such steps as are reasonably open to them to safeguard the assets of the Company and to
prevent and detect fraud and other wrregulanties

By order of the Board

NG

K W Pickard
Diregtor

6 / \'2// 2016
Registered Office
12 Charles II Street
London

SWI1Y 4QU
Registered Number 4212551




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SCHOOLS
INVESTMENTS COMPANY (IRL) LIMITED

We have audiled the financial statements of Schools Investment Company (IRL) Limited for the year ended 31
March 2016 set out on pages 6 to 20 The financial reporting framework that has been apphed in their
preparation 1s applicable law and UK Accounting Standards (UK Generally Accepted Accounting Practice),
mcluding FRS 102 The Financial Reporning Standard applicable in the UK and Repubhc of Ireland

This report 1s made solely to the company’s members, as a body, i accordance with Chapter 3 of Part 16 of the
Compantes Act 2006 Our audit work has been undertaken so that we mught state to the company’s members
those matters we are required to state to them wn an auditor’s report and for no other purpose  To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company’s members, as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully m 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 Our responsibility 1s to audit, and express an opimon on, the financial statements in accordance with
apphicable law and Intermational Standards on Auditing (UK and Ireland) Those standards require us to comply
with the Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an andit of financial statements 1s provided on the Financial Reporting Council’s
website at www frc org uk/auditscopeukprivate

Opinion on financial statements
In our opimon the financial statements

¢ give a true and fair view of the state of the Company's affairs as at 31 March 2016 and of uts Profit for the
year then ended,

» have been properly prepared in accordance with UK Generally Accepted Accounting Practice, and
have been prepared 1n accordance with the requirements of the Compames Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opimon the information given 1n the Strategic Report and the Directors’ Report for the financial year for
which the financial statements are prepared 1s consistent wath the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Compantes Act 2006 requires us to
report to you if, in our opinion

s adequate accounting records have not been kept, or returns 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 requre for our audit

A/,/r@f__xj_,

Wilham Meredith (Senior Statutory Auditer)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

15 Canada Square

London, E14 5GL

S /n_/ 2016




SCHOOLS INVESTMENT COMPANY (IRL) LIMITED

Registered Number 4212551

INCOME STATEMENT
for the year ended 31 March 2016

Year ended Year ended

31 March 2016 31 March 2015

Notes Total Total

£ £

Gain/(loss) on mvestments 10a 908,038 (544,503)
Dividend income - 152,205
Total operating income 908,038 (392,298)
Operating profit/(loss) for the year/period 903,038 (392,298)
Interest payable and similar charges 4 (310,992) (290,784)
Interest receivable and similar income 5 285,265 190,231
Foreign exchange gain/( loss) 26,051 (40,496)
Profit/(loss) before tax 908,362 (533,347)
Income tax (charge)/credit 9 (65) 29,620
Profit/(loss) for the financial year/period 908,297 (503,727)

The results of the Company are derived entirely from continuing operations
There are no recogmsed gains and losses other than the net income for the financial year

The notes form part of these financial statements




SCHOOLS INVESTMENT COMPANY (IRL) LIMITED

Registered Number 4212551

STATEMENT OF FINANCIAL POSITION
as at 31 March 2016

31 March 2016

31 March 2015

Notes £ £
Non-current assets
Investments at fair value through profit or loss 10a 3,306,505 2,398,467
Investments 1 loanstock 10b 1,325,781 2,215,335
Total non-current assets 5,632,286 4,613,802
Current assets
Debtors 11 99,915 95,800
Cash and cash equivalents 577,141 629,534
Total current assets 077,056 725,334
Creditors - amounts falling due within one year 12 - (160,644)
Net current assets 677,056 564,690
Creditors - amounts falling due after more than one year 13 (2,584,339) (2,361,786)
Net assets 3,725,003 2,816,706
Equity
Called up share capital 14 283,260 283,260
Profit and loss account 3,441,743 2,533,446
Equity shareholder’s funds 3,725,003 2,816,706

The notes form part of these financial statements

o
The financial statements were approved by the Board of Directors on™y \'k 2016

signed on 1t alf by
‘M
4
1ckar
Darector

Registered Number 4212551




SCHOOLS INVESTMENT COMPANY (IRL) LIMITED

Registered Number 4212551

STATEMENT OF CASH FLOWS
for the year ended 31 March 2016

Year ended31 Year ended
March 2016 31 March 2015
£ £
Net cash flows from operating activities
Profit/(loss) before tax 908,362 (533,347)
Adjustments for
Interest receivable and similar income (285,265) (190,231)
Interest payable and similar charges 310,992 290,784
Gains on investments (908,038) 544,503
Dividend income - (152,205)
Foreign exchange profit/(loss) (26,051) 40,496
Cash flows used in operating activities - -
Cash flows from investing activities
Interest recerved 271,298 292,729
Principal received 93,275 92,590
Dividends received - 152,205
Net cash from/(used) in investing activities 364,573 537,525
Cash flows from financing activities
Interest paid on loan notes (444,809) (394,290)
Group relief paid (19,954) (1,038)
Net cash flows from financing activities (464,763) (395,328)
Net mcrease 1n cash and cash equivalents (100,190) 142,197
Cash and cash equivalents at beginrung of the year 629,534 543,200
Exchange gains / (loss) on cash 47,797 (55,863)
Cash and cash equivalents at end of the year 577,141 629,534

The notes form part of these financial statements




SCHOOLS INVESTMENT COMPANY (IRL) LIMITED

Registered Number 4212551

STATEMENT OF CHANGES IN EQUITY

for the year ended 31 March 2016

For the year ended 31 March 2016

Share capital Retained reserves Total equity

£ £ £

Shareholders’ equity at beginning of the year 283,260 2,533,446 2,816,706

Profit for the year - 908,297 908,297

Shareholders’ equity at end of the year 283,260 3,441,743 3,725,003
For the year ended 31 March 2015

Share capital Retained reserves Total equity

£ £ £

Shareholders’ equity at beginning of the year 283,260 3,037,173 3,320,433

Loss for the year - (503,727) (503,727)

Shareholders’ equity at end of the year 283,260 2,533,446 2,816,700

The notes form part of these financial statements
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SCHOOLS INVESTMENT COMPANY (IRL) LIMITED

Registered Number 4212551

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 March 2016

General information

Schools Investment Company (IRL) Limited 1s a Company limited by shares and incorporated and
domiciled in the UK The address of the Company 1s given in the Directors’ Report on page 4 The
nature of the Company’s operations and 1ts principal actuivities are set out 1n the Strategic Report on
pages 1 to 2

Key accounting policies

(a)

(b)

Basis of preparation

These financial statements were prepared in accordance with Financial Reporting Standard 102 1n the
UK and Republic of Ireland (“FRS 102} under lustorical cost convention, modified to 1include certain
items at fair value

Paragraph 15 9B of FRS 102 requures a venturer 10 measure #s mvestments mn jointly controlied entities
held as part of an investment portfolio at fair value through profit or loss This 1s a departure from the
requirements of Schedule 1 to the Large and Medum-sized Companies and Groups (Accounts and
Reports) Regulations 2008 to the 2006 Companies Act, which would have required measurement at cost
or valuation through revaluation reserve However, that would fail to give a true and fair view, because
1t 15 mconsistent with the reason for their measurement at fair value through profit or loss, which 1s that
they are held as part of an investment portfolio Accordingly, 1n order to give a true and fair view,
Schedule 1 has been departed from and mstead they have been mncluded at fair value through profit or
loss

The functional and presentational currency of these financial statements 15 sterhing

The principal accounting policies are set out below
Going concern

The financial position of the Company, its liquidity position and borrowing facilities, as well as the
Company’s business activities and factors hkely to affect its future development and position, are
described 1n the Strategic Report on pages 1 to 2

The Company and 1ts subsidianes have a long-term contracts with government chient In addition, the
subsidiaries’ project-level financing 1s non-recourse to the Company As a consequence, the Directors
believe that the Company 1s well placed to manage i1ts business risks successfully

The Directors have a reasonable expectation that the Company has adequate resources to continue m
operational existence for the foreseeable future, thus they adopt the going concern basis of accounting
in preparing the annual financial statements

-10-
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SCHOOLS INVESTMENT COMPANY (IRL) LIMITED

Registered Number 4212551

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 March 2016

Key accounting policies (continued)

(c)

(d)

Foreign currency

Transactions 1 foreign currencies are translated to the Company’s functional currency at the foreign
exchange rate ruling at the date of the transaction Monetary assets and habilities denominated 1n
foreign currencies at the balance sheet date are retranslated to the functional currency at the foreign
exchange rate ruling at that date Non-monetary assets and lhabilities that are measured n terms of
histonical cost 1n a foreign currency are translated using the exchange rate at the date of the transaction
Non-monetary assets and hiabilities denorminated 1n foreign currencies that are stated at fair value are
retranslated to the functional currency at foreign exchange rates ruling at the dates the fair value was
determined Foreign exchange differences arising on translation are recogmsed 1n the profit and loss
account

Financial assets and liabilities

In accordance with FRS 102 22, financial instruments 1ssued by the Company are treated as equity only
to the extent that they meet the following two conditions

(a) they include no contractual obligations upon the company to deliver cash or other financial assets or

to exchange financial assets or financial hiabihities with another party under conditions that are
potentially unfavourable to the company, and

{b) where the instrument will or may be settled in the company’s own equity instruments, 1t 1s either a

non-derivative that includes no obligation to deliver a varable number of the company’s own equity
mstruments or 1s a derivative that will be settled by the company’s exchanging a fixed amount of
cash or other financial assets for a fixed number of 1ts own equity instruments

To the extent that this definition 15 not met, the proceeds of 1ssue are classified as a financial hiabihty
Where the nstrument so classified takes the legal form of the company’s own shares, the amounts
presented 1n these financial statements for called up share capital and share premium account exclude
amounts 1n relation to those shares

- 11-
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SCHOOLS INVESTMENT COMPANY (IRL) LIMITED

Registered Number 4212551

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 March 2016

Key accounting policies (continued)

{(¢) Basic financial instruments

4]

Trade and other debtors / creditors

Trade and other debtors are recogmsed mtially at transaction price less attributable transaction costs
Trade and other creditors are recogmsed mtially at transaction price plus attributable transaction costs
Subsequent to 1mtial recogmition they are measured at amortised cost using the effective interest
method, less any mmpairment losses 1n the case of trade debtors If the arrangement constitutes a
financing transaction, for example if payment 1s deferred beyond normal business terms, then it 1s
measured at the present value of future payments discounted at a market rate of instrument for a sumlar
debt mstrument

Interest-bearing borrowings classified as basic financial instruments

Interest-bearing borrowings are recogsed mitially at the present value of future payments discounted
at a market rate of interest Subsequent to 1mmutial recognition, interest-bearing borrowings are stated at
amortised cost using the effective interest method, less any impairment losses

Investments in preference and ordinary shares

Investments m equity imstruments are measured mtially at fair value with changes recogmsed 1 profit
and loss Transaction costs are excluded if the investments are subsequently measured at fawr value
through profit and loss Subsequent to mmtial recognition investments that can be measured rehably are
measured at fair value with changes recogmtion 1n profit or loss Other investments are measured at
cost less impairment 1n profit or loss

Cash and cash equivalents

Cash and cash equivalents compnise cash balances and call deposits Bank overdrafts that are repayable
on demand and form an integral part of the Company’s cash management are included as a component
of cash and cash equivalents for the purpose only of the cash flow statement

Impairments

Frnancial assets

Financial assets, other than those at fair value through profit or loss, are assessed for indicators of
impairment at each balance sheet date A financial asset 1s considered to be impawed if objective
evidence indicates that one or more events have had a negative effect on the estumated future cash flows
of that asset An impairment loss 1n respect of a financial asset measured at amortised cost 15 calculated
as the difference between its carrying amount, and the present value of the estimated future cash flows
discounted at the original effective interest rate Signuficant financial assets are tested for impairment on
an individual basis The remaiming financial assets are assessed collectively 1n groups that share sumilar
credit nisk characteristics All impairment losses are recogmised m the profit and loss account An
impairment loss 15 reversed if the reversal can be related objectively to an event occurring afier the
mmpairment loss was recogmsed For financial assets measured at amortised cost the reversal 1s
recognised 1n the profit and loss account

-12-




SCHOOLS INVESTMENT COMPANY (IRL) LIMITED

Registered Number 4212551

NOTES TO THE FINANCIAL STATEMENTS {(continued)
for the year ended 31 March 2016

(g

(h)

Key accounting policies (continued}
Investment income

Interest income 15 recogmsed 1n the income statement as 1t accrues on a tume-apportioned basis, using the
effective interest rate of the instrument concemed as calculated on acquisition or ongination date

Dividends are recogmsed when the Company’s nght to receive payment has been established
Gains on investments relates solely to the investments held at fair value

Expenses
Interest recervable and Interest payable

Interest payable and similar charges include interest payable, finance charges on shares classified as
habilities and finance leases recogmsed 1n profit or loss using the effective interest method, unwinding of
the discount on provisions, and net foreign exchange losses that are recogmsed m the profit and loss
account (see foreign currency accounting policy)

Other interest recervable and simular income include interest receivable on funds mvested and net
foreign exchange gains

Interest meome and interest payable are recogmsed 1n profit or loss as they accrue, using the effective
mterest method Dividend income 1s recognised 1n the profit and loss account on the date the company’s
night to recerve payments 1s established Foreign currency gains and losses are reported on a net basis

Income tax
The tax expense represents the sum of the tax currently payable and deferred tax

Current tax 1s based on the taxable profit for the pernod Taxable profit differs from net profit as reported
m the profit and loss account because 1t excludes items of income or expense that are taxable or
deductible 1n other years and 1t further excludes items that are never taxable or deductible The liability
for current tax 1s calculated using tax rates that have been enacted or substantively enacted by the balance
sheet date

Financial instruments
Risk Management

The objective of the Company’s financial nsk management 1s to manage and contro! the nsk exposures of 1ts
mvestment portfolioc The review and management of financial nisks are delegated to InfraRed Capital
Partners Linuted, the appointed Operator of the Company’s parent entity, Infrastructure Investments Limited
Partnership The Operator has documented procedures designed to identify, momtor and manage the financial
nisks to which the Company 15 exposed This Note presents mformation about the Company’s exposure to
financial nsks, 1ts objectives, policies and processes for managing nsk and the Company’s management of 1ts
financial resources

-13-



SCHOOLS INVESTMENT COMPANY (IRL) LIMITED
Registered Number 4212551

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 March 2016

3.

Financial instruments {(continued)

Interest rate risk

The Company mvests in subordmated loanstock of project comparues, usually with fixed interest rate
coupons Where floating rate debt 1s owned the primary risk is that the Company’s cash flows will be subject
to variation depending upon changes to base interest rates The portfolio’s cash flows are continually
monitored and reforecasted both over the near future (five year time horizon) and the long-term (over whole
periad of projects’ concessions) to analyse the cash flow returns from mvestments

The Company has an indirect exposure to changes in interest rates through its investment in project
compames, which are financed by semor debt Semior debt financing of project companies 1s generalty exther
through floating rate debt, fixed rate bonds or index linked bonds Where semor debt is floating rate, the
projects typically have concession length hedging arrangements 1n place, which are momtored by the project
companies’ managers, finance parties and boards of Directors Floating rate debt 1s hedged using fixed
floating 1nterest rate swaps

Inflation risk

The Company’s project companies are generally structured so that contractual income and costs are either
wholly or partially linked to specific inflation where possible to mimimse the nisks of mismatch between
mcome and costs due to movements in inflation indexes The Company’s overall cashflows vary with
mflation, although they are not directly correlated as not all flows are mdexed The effects of these inflation
changes do not always immediately flow through to the Company’s cashflows, particularly where a project’s
loanstock debt carres a fixed coupon and the inflation changes flow through by way of changes to dividends
n future periods

Market risk

Returns from the Company’s investments are affected by the price at which they are acquired The value of
these nvestments will be a function of the discounted value of their expected future cash flows, and as such
will vary with, inter alia, movements 1n interest rates, market prices and the competition for such assets

Currency rnisk

The projects in which the Company invests, all conduct their business 1n the United Kingdom and pay loan
mnterest, loan principal, dividends and fees n sterling other than its mvestments n Ireland, which conduct
their business and pay their loan interest, loan principal, dividends, and fees 1n Euros

The Company momnitors its foreign exchange exposures using 1ts near term and long term cash flow forecasts

Credit risk
Credit nisk 1s the nisk that a counterparty of the Company will be unable or unwilling to meet a commitment
that 1t has entered mto with the Company

The Company’s key direct counterparties are the project companies in which it makes mvestments The
Company’s near term cash flow forecasts are used to momtor the timing of cash receipts from project
counterparties Underlying the cash flow forecast are project company cash flow models, which are regularly
updated by project companies, for the purposes of demonstrating the projects’ ability to pay interest and
dividends based on a set of detailed assumptions Many of the Company’s investment and subsidiary entities
generally receive revenue from government departments, and public sector or local authonty clents
Therefore a sigmficant portion of the Company’s investments’ revenue 1s with counterparties of good
financial standing

-14-




SCHOOLS INVESTMENT COMPANY (IRL) LIMITED
Registered Number 4212551

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 March 2016

3

Financial instruments (continued)

The Company 15 also reliant on the project’s subcontractors continuing to perform their service delivery
obligations such that revenues to projects are not disrupted Management of this nisk 15 undertaken by
the Operator of Infrastructure Investments Limited Partnership appoinied by the General Partner The
credit standing of subcontractors 1s reviewed, and the nisk of default esumated for each sigmficant
counterparty posiion Monitonng 1s on-going, and penod end positions are reported to the General
Partner on a quarterly basis

The Company 1s subject to credit risk on 1ts loans, receivables, cash and deposits The Company’s cash
and deposits are held wath a vanety of well-known banks The credit quality of loans and recervables
within the ivestment portfolio 1s based on the financial performance of the individual portfohio
companies For those assets that are not past due, 1t 15 beheved that the nsk of default 1s small and
capital repayments and interest payments will be made m accordance with the agreed terms and
conditions of the investment Fair value adjustments, or “loan impawrments”, are made when the net
present value of the future cash flows predicied to anse from the asset, discounted using the effective
mnterest rate method, implies non-recovery of all or part of the Company’s loan investment In these
cases a loan impairment 15 recorded equal to the valuation shortfall

The Company’s maximum exposure to credit nsk over financial assets 1s the carrying value of those
assets 1n the balance sheet The Company does not hold any collateral as security

Liguidity risk

Liquidity nisk 1s the nsk that the Company will not be able to meet its financial obligations as these fall
due The Company’s approach to managing liquidity 1s to ensure, as far as possible, that it will have
sufficient financial resources and hiquidity to meets 1ts liabiliies when due The Company ensures it
maintains adequate reserves, banking facihties and reserve borrowmng facilities by contmuously
momtoring forecast and actual cash flows and matching the maturity profiles of financial assets and
hiabilites The Company’s investments are predeminantly funded by share capital and medum term
debt funding

The Company’s mvestments are generally tn private companies in which there 1s no lhisted market and
therefore such investment would take time to realise and there 1s no assurance that the valuations placed
on the investments would be achieved from any such sale process

The Company’s mnvestments have borrowings which rank senior to the Company’s own investments
into the compames This senior debt 1s structured such that, under normal operating conditions, 1t will
be repaid wathin the expected hfe of the projects Debt raised by the investment companies from third
parties 1s without recourse to the Company

¥air value estimation

The following summarises the sigmficant methods and assumptions used in estimating the fair values of
financial instruments

Non-dervative financial instruments
The fair value of financial instruments traded n active markets 1s based on quoted market prices at the
balance sheet date

The fair value of financial instruments that are not traded n an active market 1s determined by using
valuation techniques The Company uses the income approach, which discounts the expected cash flows
attnibutable to each asset at an appropnate rate to armve at fair values In determuning the discount rate,
regard 15 had to relevant long-term government bond yrelds, the specific nsks of each investment and
the evidence of recent transactions

-15-




SCHOOLS INVESTMENT COMPANY (IRL) LIMITED

Registered Number 4212551

NOTES TO THE FINANCIAL STATEMENTS (continued)

for the year ended 31 March 2016
Financial instruments (continued)

Classification of financial instrurnents

31 March 2016 31 March 2015
£ £
Financial assets
Designated at fair value through profit or loss
Investments 3,306,505 2,398,467
Financial assets at fair value 3,306,505 2,398,467
At amortised cost
Debtors 99915 95,800
Basic financial instruments 2,325,781 2,215,338
Cash and cash equivalents 577,141 629,534
Financial assets at amortised cost 3,002,837 2,940,669
Financial habilities
At amortised cost
Loans and borrowings 2,584,339 2,522,430
Financial liabilities at amortised cost 2,584,339 2,522,430

The Directors believe that the carrying values of all financial mstruments are not matertally different to thewr far

values

4 Interest payable and sumilar charges
Year ended Year ended
31 March 2016 31 March 2015
Total Total
£ £
Interest payable on loan from related parties 310,970 290,763
Bank charges 22 21
Total interest payable and similar charges 310,992 290,784
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SCHOOLS INVESTMENT COMPANY (IRL) LIMITED

Registered Number 4212551

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 March 2016

5. Interest receivable and similar income
Year ended Year ended
31 March 2016 31 March 2015
Total Total
£ £
Interest receivable on loan to subsidiaries 285,263 190,231
Total interest receivable and similar income 285,265 190,231

6. Directors’ remuneration

The Directors’ emoluments are borne by a group undertaking 1t 15 not practicable to allocate costs to
the Company for the services performed by the Directors i relation to the Company

7. Auditor’s remuneration

The auditer’s remuneration for the current financial year 1s estimated at £2,000 and has been borne by a

group undertaking (2015 £3,000)

8. Employees

The Company had no employees dunng the financial year (2015 ml)

9a, Income tax
Year ended Year ended
31 March 2016 31 March 2015
Total Total
£ £
Group and consortium rehef (payable)/receivable (65) 29,620
Total income tax (charge)/ credit (65) 29,620
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SCHOOLS INVESTMENT COMPANY (IRL) LIMITED
Registered Number 4212551

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 March 2016

9b.

Reconcihation of effective tax rate

The charge for the year can be reconciled to the profit/loss before tax in the profit and loss account as follows

Year ended Year ended

31 March 2016 31 March 2015

Total Total

£ £

Profit/(loss) on ordinary activities before taxation 908,362 (533,347)

Tax usmg the UK corporate rate of 20% (2015 21%) 181,672 (112,003)
Effects of

Income not chargeable (181,607) 82,383

Total income tax credit/(charge) for the year 05 (29,620)

9¢. Factors affecting future current and total tax charges

Reductions 1n the UK corporation tax rate from 23% to 21% (effective from 1 Apnl 2014) and 20%
(effective from 1 Apnl 2015) were substantively enacted on 2 July 2013 Further reduction to 19%
(effective from 1 April 2017} was substantively enacted on 26 October 2015 and an additional reduction
to 17% (effective 1 Apnl 2020) was substantively enacted on 6 September 2016 This will reduce the

Company's future current tax charge accordingly

10a. Investments at fair value through profit and loss
31 March 2016 31 March 2015
£ £
Balance at begimming of the year 2,398,467 2,942,970
Gan/(loss) on investments 908,038 (544,503)
Balance at end of the year 3,306,505 2,398,467

Included within the gamn on mvestments 1s an unrealised exchange gan of £0 3 nullion on the Company’s Euro
investments (2015 £0 3 mlhion loss)

The Company’s ultimate parent has carried out fair market valuations of the investments as at 31 March 2016
The Directors have satisfied themselves as to the methodology used, the discount rates applied, and the
valuation All investments in PFI/PPP/P3 projects are valued using a discounted cashflow methodology The
valuation techniques and methodologies have been applied consistently with the prior year Discount rates
applied by the HICL group range from 7 0% to 10 1% (weighted average of 7 5%) (2015 7 4% to 10 5%
(weighted average of 7 9%))
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SCHOOLS INVESTMENT COMPANY (IRL) LIMITED

Registered Number 4212551

NOTES TO THE FINANCIAL STATEMENTS (continued)

for the year ended 31 March 2016

10a. Investments at fair value through profit and loss (continued)

The following economic assumptions were used in the discounted cash flow valuations at 31 March 2016:

UK mflation rates

275%

Eurozone inflation rates

1 0% to March 2018 and 2 0% thereafter

UK deposit inierest rates

1% to March 2020 and 2 5% thereafter

UK corporation tax rate

20% to March 2017, 19% to March 2020, 18% thereafter

Euro/Sterling exchange rate

0 79 for all future penods

At 31 March 2015:

UK inflation rates

275%

Eurozoene inflation rates

0 0% to March 2017 and 2 0% thereafter

UK deposit interest rates

1% to March 2019 and 3 0% thereafier

UK corporation tax rate

Euro/Sterling exchange rate

0 72 for all future periods

20% ‘
|
|
[
|
[

10b. Investments in loanstock
31 March 2016 31 March 2015
£ £
Balance at beginning of the year 2,215,335 2,484,230 !
Foreign exchange movement — unrealised 203,721 (317,821)
Principal repayment (93,275) 48,926
Balance at end of the year 2,325,781 2,215,335

The Company’s investment includes:

Percentage of shares

held
Country of 31 March 31 March
incorporation  Nature of Business 2016 2015
Schools Public Private Partnership UK Holding Company 50 0% 50 0%
(Ireland) Limated
\
11 Debtors !
Year ended Year ended |
31 March 2016 31 March 2015 \
Total Total
£ £
Group relief receivable 29,555 29,620
Accrued 1nterest from related party 70,360 66,180
99,915 95,800
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SCHOOLS INVESTMENT COMPANY (IRL) LIMITED

Registered Number 4212551

NOTES TO THE FINANCIAL STATEMENTS (continued)

for the year ended 31 March 2016

12. Creditors — amounts falling due within one year
Year ended Year ended
31 March 2016 31 March 2015
Total Total
£ £
Accrued interest - 141,319
Group relief payable - 19,325
- 160,644
13. Creditors — amounts falling due within more than one year
Year ended Year ended
31 March 2016 31 March 2015
Total Total
£ £
Amount due to related parties 2,584,339 2,361,786
2,584,339 2,361,786
14. Share capital
Year ended Year ended
31 March 2016 31 March 2015
Total Total
£ £
Allotted, called up and fully paid:
283,260 Ordinary shares of £1 each 283,260 283,260
Ordinary share of £1 each at end of the year 283,260 283,260

15, Controlling party

The Company’s immediate parent Company 1s Infrastructure Investments (Portal) Limited Partnership
(acting by 1ts general partner, Infrastructure Investments (Portal) General Partner Limited), which 1s

incorporated 1n England and Wales

The ultimate controlling party 1s HICL Infrastructure Company Limuted, which 1s incorporated i
Guemsey, Channel Islands and i1ts accounts are available at East Wing, Trafalgar Court, Les Banques,

St Peter Port, GY1 3PP, Guernsey
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