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Directors’ Report

for the year ended 31 August 2022

The Directors present their annual report and the audited financial statements of Harrow Community Schools PFI Ltd
(the “Company”) for the year ended 31 August 2022.

Principal activity

+ The principal activity of the Company is the operation and management of three schools on two sites under a Private
Finance Initiative (“PFT”’) with London Borough of Harrow (“the Authority™).

The construction phase of the project was completed in February 2006 in line with the original programme and full
operatlonal services commenced thereafter. The duration of the contract will be 30 years.

The Directors have reviewed the activities of the business for the year and the position as at 31 August 2022 and
consider them to be satisfactory.

Future Outlpok

There are no changes expected to the Company’s activities.for the foreseeable future.
Key performance indfcators (KPIs)

The KPI’s used are outlined beloW—

1. Performance deductions under the service contract

Financial penalties are levied by the Authority in the event of performance standards not being achieved according to
detailed criteria set out in the Project Agreement. The deductions are passed on to the service provider but the quantum
is an indication of unsatisfactory performance. Total deductions in the year were £1 282 (2021: £1,543) which
constitutes satisfactory performance for the year.

2. Financial performance

The Directors have modelled the anticipated financial outcome of the concession across its full term. The Directors
monitor actual performance against this anticipated performance. As at 31 August 2022 the Company s performance
agamst this measure was satisfactory.

Principal risks and uncertainties

The Company’s revenue is based on a fixed price contract, subject to adjustments for retail price index increases.
Therefore, profit margins are susceptible to inflation rate fluctuations. In order to manage this risk, the Company has
ensured that costs are fixed wherever possible. In addition, under the terms of the contracts with subcontractors, certain
costs will be periodically reviewed, usually by means of benchmarking, with possibilities of price reductions being
agreed in the future. In most cases, contractual costs will be subject to retail price index increases.

On 30 January 2020, the World Health Organisation (“WHO?’) declared the coronavirus (COVID-19) a public health

emergency, shortly followed by declaring a Global Pandemic on 11 March 2020. This had an unprecedented impact

on economies and markets globally. On 22 February 2022 the United Kingdom government lifted all remaining

COVID-19 restrictions. The Company will continue to monitor the COVID 19 situation closely and act accordingly
* to protect the interests. of investors.

The facilities management operations of the schools are subcontracted out. Significant risks are passed down to the
"key subcontractors within limits set out as liability caps. However, contractual default by these subcontractors or
losses/deductions reaching the liability caps would transfer the risks back to the Company.

. J
Under the PFI project agreement with the London Borough of Harrow, any general change in law risk is transferred
to the Company. However, some risks are passed on to subcontractors, e.g. during the construction phase this risk is
" passed down to building subcontractors, during the services phase this risk is transferred to the facilities management
providers’ subcontractors under the facilities management contract. ‘
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- Directors’ Report (continued)
for the year ended 31 August 2022

Financial Risk Management

\

The Company has exposure to a variety of financial risks which are managed with the: purpose of minimising any
potential adverse effect on the Company’s performance The Directors have pol|c1es for managing each of these nsks
and they are summarised below:

Interest rate risk :

The bank loan'and subordinated debt interest rates have been fixed through use of fixed funding rates, plus a margin.
Details of these can be found in note 11. All other interest bearing assets and liabilities, including the subordinated
debt, are primarily of fixed rate.

quuldltjl rlsk :
The Company adopts a prudent approach to liquidity management by endeavounng to maintain sufficient cash and
liquid resources to meet its obligations as they fall due.

Credit risk -
The Company receives the majority of its revenue from the Authority and is not exposed to srgmﬁcant credit risk.
Cash investments are with institutions of a suitable credit quality. - \

- Results and dividends -
The results for the year are shown in the Statement of comprehensive income on page 9.

The Company paid an interim dividend of £78 860 during the year (2021 £85 379) The Directors do not propose to
pay a final dividend in respect of 2022 (2021: £nil).

.

' Directors < -

The Dlrectors of the Company who held office durmg the year and to the date of signing ‘these financial statements
- are listed below:

A Joshi
C Harrington (appomted 9 February 2022)
T Mulumudi (resigned 9 February 2022)

Employees A

The Company has no employees (2021: ml)

Political and charitable contributions

The Company made no political or charitable contributjons during the current ylear (20\2 1: £nil).

Going concern

The Directors have reviewed the Company’s projected profits and cash flows by reference to a financial model
‘covering accounting penods up to August 2033. ' .

The Company remains in compliance with the terms and covenants of its service level and loan’agreements and is
forecast to meet them for the foreseeable future and receipts under the unitary charge have been confirmed, such that
the Directors have a reasonable expectation that the Company will be able to settle its liabilities as they fall due to the
foreseeable future. It is therefore appropriate to prepare these financial statemerits on the going concern basis.
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Directors’ Report (continued)
for the year ended 31 August 2022

Further mformatlon of the Directors’ assessment including the consideration of the impact of COVID-19 is contamed
within note 1.

Disclosure of information to auditors
The Directors who held office at the' date of approval of this Directors’ Report confirm that, so far as they are each

aware, there is no relevant audit information of which the Company’s auditors are-unaware; and each Director has
taken all the steps that they ought to have taken as a director to make themselves aware of any relevant audit

;information and to establish that the Company’s auditors are aware of that information. This confirmation is given

pursuant to Section 418(2) of the Companies Act 2006 and should be interpreted in accordance therewith.
Small Company exemptions

The Directors’ Report has been prepared in accordance with the spec1al provisions relatmg to small companies within
Part 15 of the Companies Act 2006. .

The company has taken advantage of the specnal provisions applicable to companies subject to the small compames

- regime within section 414B of the Companies Act 2006 and elected not to prepare a strategic report.

On behalf of the Board

M@ Harvingon

C Harrington 22 February 2023

Director
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Statément of directors’ respbnsibilities in respect of the financial statements

The directors’ are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulations. .

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors
have prepared the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the
UK and Republic of Ireland”, and applicable law). 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 period. In preparing the financial statements, the directors are required to:

select su1table accounting policies and then apply them consnstently,

state whether applicable United Kingdom Accounting Standards, comprising FRS 102, have been followed,
- subject to any material departures disclosed and explained in the financial statements;

make judgements and accounting estimates that are reasonable and prudent; and

prepare the financial statements on the going concem basis unless it is inappropriate to presume that the

company will continue in business. : .

The directors are also responsible for safeguarding the assets of the company .and hence for taking reasonable steps
for the preventlon and detection of fraud and other irregularities. :

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 ﬁnanmal statements comply with the Companies Act 2006.
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Independent auditors’ report to the members of Harrow Commumty Schools PFILtd
Report on the audit of the financial statements

Opinion
In our opinion, Harrow Commumty Schools PFI Ltd’s ﬁnancnal statements:

e give a true and fair view of the state of the company’s affairs as at 31 August 2022 and of its profit for the year
then ended; A

& have been properly prepared in accordance with United Kingdom Generally Accepted Accountin'g Practice (United
Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK :
and Republic of Ireland”, and applicable law); and

e have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual report and financial statements (the “Annual
Report”), which comprise: the Balance Sheet as at 31 August 2022; the Statement of Comprehensive Income and the
Statement of Changes in Equity for the year then ended; and the notes to the financial statements, which inc,lude’ a
description of the significant accounting policies. .

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable
law. Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the
financial statéments section of our report. We believe that the audit ev1dence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence
- We remained independent of the company in accordance with the ethical requirements that are relevant to our audlt
-of the financial statements in the UK, which mcludes the FRC’s Ethical Standard, and we have fulfilled our other
ethical responsibilities in accordance with these requirements

Conclusions relating to going concern

Based on the work we have performed, we have not identified any material uncertainties relating to events or

conditions that, individually or collectively, may cast significant doubt on the company’s ability to continue as a going
_concern for a period of at least twelve months from when the ﬁnancial statements are authorised for issue.

In audltmg the financial statements, we have concluded that the dlrectors use of the gomg concern basns of accounting
in the preparation of the ﬁnancnal statements is appropriate.

‘However, because not all future events or.conditions can be predlcted this conclusion is'not a guarantee as to the
companys ability to continue as a going concern.

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

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and
our auditors’ report thereon. The directors are responsible for the other information. Our opinion on the financial
statements does not cover the other information and, accordingly; we do not express an audit opinion or, except to the
extent otherwise explicitly stated in this report, any form of assurance thereon.

In connection-with our audit of the financial statements, our responsibility 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 audit, or otherwise appears to be materially misstated. If we identify an apparent material
inconsistency or material misstatement, we are required to perform procedures to conclude whether there is a material
misstatement of the financial statements or a material misstatement of the other information. If, based on the work we
have performed, we conclude that there is a material misstatement of this other information, we are requlred to report
that fact. We have nothing to report based on these respon51b111t1es
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Independent auditors’ réport to the members of Harrow Community Schools PFI Ltd
Report on the audit of the financial statements (contlnued) A

Reportmg on other information (continued) |,
With respect to the Directors' Report, we also considered whether the disclosures required by the UK Companies Act
2006 have been included.

Based on our work undertaken in the course of the audit, the Companies Act 2006 requires us also to report certain
opinions and matters as described below. :

Directors’-Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Directors’ Report

for the year ended 31 August 2022 is consistent with the financial statements and has been prepared in accordance
~with applicable legal requirements.

" In light of the knowledgc and understanding of the company and its environment obtained in the course of the audit,
we did not identify any material misstatements in the Directors' Report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Statement of directors' responsibilities in respect of the ﬁnancnal statements, the

directors are responsible for the preparation of the financial statements in accordance with the applicable framework
- and for being satisfied that they give a true and fair view. The directors are also respon51ble for such internal control

as they 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.

Auditors’ 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
material misstatement, whether due to fraud or error, and to issue an auditors’ 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.

Irregularities, including fraﬁd, are instances of non-compliance 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.

Based on our understanding of the company and industry, we identified that the principal risks of non-compliance

* with laws and regulations related to UK tax legislation, and we considered the extent to which non-compliance might -
have a material effect on the financial statements. We.also considered those laws and regulations that have a direct

* impact on the financial statements such as the Companies Act 2006. We evaluated management’s incentives and
opportunities for fraudulent manipulation of the financial statements (including the risk of override of controls), and
determined that the principal risks were related to manipulation of the distributable reserves available to shareholders,
through posting inappropriate journal entries to increase revenue, or making inappropriate distributions or payments
from the company. Audit procedures performed by the engagement team included:

- o Enquiries of management around known or suspected instances of non-compliance with laws and regulatlons,
" claims and litigation, and instances of fraud;
e Understanding of management’s controls deSIgned to prevent and detect irregularities;
e Review of board minutes; and
e Identifying and testing journal entries to assess whether any of the journals appeared unusual, for example
impacting revenue and distributable reserves.
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- Responsibilities for the financial statements and the audit (continued)

Auditors’ responsibilities for the audit of the financial statements (continued) )

There are inherent limitations in the audit procedures described above. We are less likely to become aware of instances
of ‘non-compliance with laws and regulations that are not closely related to events and transactions reflected in the
financial statements. Also, 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 deliberate concealment by, for example forgery or intentional
mlsrepresentatlons or through collusion.

“A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website
~ at: www.frc.org.uk/auditorsresponsibilities. This description forms.part of our auditors’ report.

Use of this report .

This report, including the opinions, has been prepared for and only for the company s members as a body in accordance

with Chapter 3 of Part 16 of the Compames Act 2006 and for no other purpose. We do not, in giving these opinions,

accept or assume responsibility for any other purpose or to any other person to whom this report is shown or into
~whose hands it may come save where expressly agreed by our prior consent in writing. '

Other required reporting

Companies Act 2006 exception reporting
Under the Compames Act 2006 we are required to report to you if, in our opmlon

we have not obtained all the information and explanations we require for our audit or
adequate accounting récords have not been kept by the company, or returns adequate for our audit have not been .
received from branches not visited by us; or :

certain disclosures of directors’ remuneration specified by law are not made; or

the ﬁnanmal statements are not in agreement with the accounting records and returns.

We have no excepnons to report arising from this respon51b1l|ty

Entitlement to exemptlons

Under the Companies Act 2006 we are required to report to you if, in our opinion, the directors were not entitled to:
take advantage of the small companies exemption in preparing the Directors' Report; and take advantage of the small
companies exemption from preparing a strategic report. We have no exceptions:to report arising from this
responsibility. ' ‘

M.

' Matthew Kaye (Senior Statutory Auditor)
~ for and on behalf of PricewaterhouseCoopers LLP
-Chartered Accountants and Statutory Auditors
Edinburgh
22 February 2023
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‘Statement of Compre‘hensive Income

Notes
N

Turnover L L2
"Cost of sales ’

Gross profit

Administrative expenses

Operating profit

Interest receivable and similar income o 5
Interest payable and similar expenses * . 6
Profit before taxation

Tax'on profit ' . -7

Profit and total comprehensive income for the financial year

“t

The notes on pages 12 to 21 form an integral part of these financial statements.-

Harrow Community Schools PFI Ltd
Annual report and financial statements
Year ended 31 August 2022

2022 -
C £

1,869,114
(1,375,954)

493,160

- (17,069)

476,091

664,484

(575,377)

. 565,198
(107,388)

457,810

2021
£

1,699,976
(1,250,854)

449,122
(26,805)

422317

700,430
(615,168)

!
507,579
(96,440)

411,139
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Balance Sheet

as at 31 August 2022 . . ) . . : -
. 2022 2021
Notgs ’ ot . £
Current assets } o A
Debtors: due after more than.one year e 8 : 8,816,171 9,413,884
Debtors: due within one year ’ 8 ' 703,706 691,363
Cash and cash equivalents T - - 3,113,007 ™ 3,133,917
Total current assets v - ' ’ ' 12,632,884 13,239,164
Creditors: amounts falling due within one year 9 - (3,084,317) (3,434,140)
Net current assets ‘ ‘ . " 9,548,567 9,805,024
Creditors: amounts falling due after more than one year 0 (7,834,372) (8,469,779)
Net assets , » ' : : ! i,7l4,195 ' 1,335,245

Capital aﬁd rese rveis ) ‘ ‘ . . .
Called up share capital 2 : 12,499 . T 12,499

Share premium reserve : 13 , ' 12,499 : 12,499
Profit and loss account ‘ . 12 B 1,689,197 1,310,247
Total shareholder's funds : . ' e . ' 1,714,195 1,335,245

The notes on pages 12 to 21 form an integral part of these financial statements. _
The financial statements on pages 9 to 21 were approved by the board of directors on 22 February 2023 and
were signed on its beHalf by: ' B ‘ :

Wa RWM&@

C Harrington
Director

Company registered number; 04364914
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Statement of Changes in Equity
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Annual report and financial statements
’ Year ended 31 August 2022

Calledup  Share premium . Profitand
share capital reserve loss account.  Total Equity
) . ) £ . £ £ £
- Balance at 1 September 2020 oo 12,499 . 12,499 984,487 1,009,485
. Profit for the-financial year - - . 411,139 411,139
! ‘Other comprehensi_ve income - - . -
Total comprehensive income for the year - - 411,139 411,139
) >
Dividends . . 14 - - (85,379) - (85,379)
Total contributions by and distributions to owners - - (85,379) ) (85,379)
Balance at 31 August 2021 ] 12,499 12,499 1,310,247 . 1,335,245
~ . Calledup  Share premium Profit and - Total
share capital reserve loss account Equity
) £ £ £ £
Balance at 1 September 2021 12,499 12,499 1,310,247 1,335,245
Profit for the financial year - - 457,810 457,810
Other comprehensive income - - B -
Total compreﬁensive income for the year - - 457,810 457,810
Dividends : . T4 - - (78,860) (78,860)
- Total contributions by and distrii)utions to owners’ - - (78,860) (78,860)
Balance at 31 AuéuSt 2022 12,499 12,499 1,689,197 1,714,195

The notes on pages 12 to 21 form an integral part of these financial statements.

11

~a
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Notes

(forming part of the financial statements)

1 Accounting policies

Harrow Community Schools PFI Ltd is a private company limited by shares registered, incorporated and domiciled
in England and Wales in the UK.

These financial statements were prepared in accordance with Financial Reporting Standard 102 The Financial
Reportmg Standard applicable in the UK and Republic of Ireland (“FRS /02 ") and the Companies Act 2006.

FRS 102 grants certain first time exemptions from the full requirements of FRS 102. The followmg exemptions
have been taken in these financial statements:

e Service concession arrangements - The Company entered into its Service concession arrangement before the date
of transition to this FRS. Therefore its service concession arrangements have continued to be accounted for using
the same accounting policies being applied at the date of transition to this FRS.

The accountmg pohcnes set out below have unless otherwise stated, been applied consnstently to all penods presented
in these financial statements.

Judgements made by the directors, in the application of these accounting policies that have significant effect on the .
financial statements and estimates with a significant risk of material adjustment in the next year are discussed below.

Accounting estimates and judgements

The preparation of financial statements in conformity with FRS102 requires management to ‘'make judgements,
estimates and assumptions that affect the application of policies and reported amounts of assets, liabilities, income
and expenses. The estimates and associated assumptions are based upon historical experience and various other factors
that are believed to be reasonable under the circumstances, the results of which form the basis of making judgements
about carrying values of assets and liabilities that are not readily available from other sources. 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 if the revision affects only that -
period or in the period of revision and future periods if the revision affects both current and future periods.

Certain critical accounting judgements and estimates in applying the Company’s accounting policies are descrlbed
below: , ,

e Accounting for the service concession contract and finance debtors requires the estimation of service margins,
finance debtors interest rates and an associated amortisation profile which is based on forecasted results of the PFI°
contract. Lifecycle costs are a significant proportion of future expenditure. Given the length of the Company's
service concession contract, the forecast of lifecycle costs is subject to significant estimation uncertainty and
changes in the amount and timing of expenditure could have material impacts. As a result, there is a significant

" level of judgement applied in estimating future lifecycle costs. To reduce the risk of misstatement, future estimates
of lifecycle expenditure are prepared by maintenance experts on an asset by asset basis and periodic technical
evaluations of the physical condition of the facilities are undertaken. In addition, actual expenditure is compared
to the lifecycle forecast on a quarterly basis.

L1 Measurement convention

The financial statements are p‘repared on the historical cost: basis. The presentation currency of these financial
statements is sterling and amounts have been rounded to the nearest whole £, unless otherwise stated.

1.2 Going concern

The shareholder’s funds at 31 August 2022 show a surplus of £1,714,195 (2021: £1,335,245). The Directors have
reviewed the Company’s projected profits and cash flows by reference to a financial model covering accounting
periods up to August 2033. Having examined the current status of the Company’s principal contracts and likely
developments in the foreseeable future, the Directors consider that the Company will be able to settle its hablhtles as
they fall due and accordingly the financial statements have:-been prepared on a going concern basis.

In making this assessment the Directors have considered the potential impact of the emergence and spread of COVID-
19.



4

DocuSign Envélope ID: 4BE6802C-7‘300—4804-94FE-428904232D3D

Harrow Community Schools PFI Ltd
Annual report and financial statements
Year ended 31 August 2022

Notes (continued)
1.2 . Going concern (continued)

The Compaﬁy’s operating cash inflows are largely dependent on unitary charge receipts and, having given d\ie regard.
to-Procurement Policy Note 02/20 issued by the Cabinet Office in March 2020, the Directors expect these amounts to
-be received even in severe but plausible downside scenarios. Unitary charge receipts have been received in full to
date. .

The Company continues to provide the asset in accordance with.the contract and is available to be used. As a result,
the Company does not believe there is any likelihood of a material impact to the unitary payment.

The Directors have assessed the viability of its main sub-contractors and reviewed the contingency plans of the sub-
contractors and are satisfied in their ability to provide the services in line with the contract without significant
additional costs to the Company, even in downside scenarios, due to the underlying contractual terms. To date, there
has been no adverse impact on the services provided by the Company or its sub-contractors arising from COVID-19.
However, in the unlikely event of a subcontractor failure, the Company has its own business continuity plans to ensure
that service provision will contmue

1.3 Classification of f inancial instruments issued by the Company ' \

In accordance with FRS 102.22, ﬁnanc1al instruments issued 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 liabilities. 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, it is either a non-
derivative that includes no obligation to deliver a variable number of the Company’s own equity instruments
or is 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 it’s own equity instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a ﬁnancnal liability. Where the
instrument so classified takes the. legal form of the company’s own shares, the amounts presented in these financial
statements for called up share capital and share premium account exclude amounts in relation to those shares.

1.4 Basic financial instruments
The Company has applied Section 11 and 12 of FRS 102 in respect of the recOgnitiop of financial instruments.
Trade and other debtors / creditors

Trade and other debtors are recognised initially at transaction price less attributable transaction costs. Trade and other
creditors are recognised initially at transaction price plus attributable transaction costs. Subsequent to initial
recognmon they are measured at amortised cost usmg the effective interest method, less any impairment losses in the
case of trade debtors. If the arrangement constitutes a financing transaction, for example if payment is deferred beyond
riormal business terms, then it is measured at the present value of future payments, discounted at a market rate of
interest for a similar debt instrument. .

Interest-bearing borrowings classified as basic financial instruments

Interest-bearing borrowings are recognised initially at the present value of future payménts discounted at a market rate
of interest. Subsequent to initial recognition, interest-bearing borrowings are stated at amortised cost using the
effective interest {nethod, less any impairment losses.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits.

Restricted cash

The Company is obligated to keep a separate cash reserve in respect of future major maintenance costs and debt
service. This restricted cash balance, which is shown.on the balance sheet within the “cash at bank and in hand”
balance, amounts to £1,676,843 at the year end (2021: £1,276,833).
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Notes (continued)
L5 Impair:ment excluding deferred tax assets
Financial assets (including trade and other debtors)

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine whether
there is objective evidence that it is impaired. A financial asset is impaired if objective evidence indicates that a loss
event has occurred after the initial recognition of the asset, and that the loss event had anegative effect on the estimated
-future ‘cash flows of that asset that can be estimated reliably.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference. between
its carrying amount and the present value of the estimated future cash flows discounted at the asset’s original effective
interest rate. For financial instruments measured at cost less impairment an impairment is calculated as the difference
between its carrying amount and the best estimate of the amount that the.Company would recelve for the asset if it
were to be sold at the reporting date.

Interest on the impaired asset continues to be recognised through the unwinding of the discount. Impairment losses -
are recognised in profit or loss. When a subsequent event causes the amount of impairment loss to decrease, the
decrease in impairment loss is reversed through profit or loss.

) 1.6 Finance debtor and service income

The Company is an operator of a PFI contract, which was entered into prior to transition to FRS 102. Therefore the
accounting has been continued using the accounting polices applied prior to the date of transition to FRS 102 as
follows. The underlying asset was not deemed to be an asset of the Company under FRS S, Application Note G,
because the risks and rewards of ownership as set out in that Standard are deemed to lie principally with the Authority.
The Company elected to grandfather this treatment following the transition and adoption of FRS 102.

During the construction phase of the project, all attributable expenditure was included in amounts recoverable on
contracts and turnover. Upon becoming operational, the costs were transferred to the finance debtor. During the
operational phase income is allocated between interest receivable and the finance debtor using a project specific
interest rate. The remainder of the PFI unitary charge income is included within turnover in accordance with FRS 102
section 23. The Company recognises income in respect of the services provided as it fulfils its contractual obligations
in respect of those services and in line with the fair value of the consideration receivable in respect of those services.

Major maintenance costs are recogmsed on a contractual basis and the revenue in respect of these services is
recognised when these services are performed

L7 Expenses

Interest receivable and Interest payable

Interest payabl¢ and expenses include interest payable on borrowings and associated ongoing financing fees.

Other interest receivable and similar income include interest receivable on funds invested and interest recognised on
the finance debtor based upon the finance debtor.accounting policy above.

Interest income and interest payable are recognised in profit or loss as they accrue, using the effective interest method.
1.8 - Taxation '

Tax on the profit or loss for the year comprises current tax. Tax is recognised in the profit and loss account except to
the extent that it relates to items recognised directly in equity or other comprehensive income, in which'case it is
_recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted
or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.

1.9  Turnover

" Turnover is recognised in accordance with the finance debtor and serv1ce income accounting policies above and
excludes VAT.
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Notes (c'ontinuled) : ' -

2 Turnover ]
2022 . 2021
£ £
Service income ' - ' 1,642,733 1,561,759
Recharge income L 226,381 138,217
1,869,114 1,699,976
All turnover is generated in the United K‘ingdofn.
: ’ ~
3 Auditors’ remuneration
2022 2021
) ' ‘ £ . £
Audit of these financial statements ' _ ' 11,520 ' 10,970 .
4 Directors’ remuneration

The Directors received no emolurﬁents from the C(/Jmpany (2021: £nil). Directors fees of £38,203 (2021: £56,766)
are payable to the parent company for services provided by the.directors. See Note 16.

5 Interest receivable and similar income v
' 2022 2021
' £ £
Finance deblor interest receivable 4 , ' 662,626 698,987
Bank interest receivable - . : S 1,858 ' 1,443
664,484 . 700,430 -,
6 ' , Interesi péyable and similar exf)enses
. ) . 2022 . 2021
' . ’ . . ' - £ . £
Interest payable on bank loans o : .- 516,633 556,607
Interest payable on subordinated debt =~ = - . 50,214 . K 50,351
Bank fees payable . 4 ‘_ 8,530 8,210
575,377 ‘. 615,168

.
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Notes (continued)

7 Tax on profit

-Total tax expense recognised in the Statement of comprehensive income

202 - 2021

£ . £

Current tax o . 107,388 - 96,440
‘Total Tax - . . 107,388 96,440

Reconciliation qf effective tax rate

The tax assesséd for the year is the same as the standard rate of corporation tax in the UK of 19% (2021: 19%).

K3

12022 2021

£ £
Profit before taxation o 565,_198. ‘ " 507,579
Taxation using the UK corporation tax'rate of 19% (2021: 19%;  rorsss 96440

| | 107388 - 96,440
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Notes (continued)

8 Debtors
2022 2021
S , £ ‘ £
Finance debtor o B - 9,413,884 9,972,706
Corporationtax : ' : , 63,561 - 112,564
‘Trade debtors ‘ ; : ’ 570 62
Prepayments and accrued income ' © 41,862 19915
9,519,877 - 10,105,247
Amounts falling due within one year
‘Finance debtor = ' ' 597,713 : 558,822
Corporation tax : , o 63,561 112,564
Trade debtors ' . . 570 - 62
Prepayments and accrued income E ’ : 41,862 ' 19,915
703,706 691,363
Amounts fal!ing due after one year
Finance debtor ‘ 8816171 . 9413884
8,816,171 9,413,884
"9 Creditors: amodnfs falling due within one year - o : _ . ’ i
- B N 115 : 2021
‘ ' £ £
Bank loan (note 11) S ' : 493,293 ’ . 534,551
Trade creditors - : - 74,851 - 67,465
Amounts owed to group undertakings o ' 120,378 112,303
Taxation and social security I } 84,850 - , 65,789
Accruals and deferred income A . o 2,319,945 ' 2,654,032
3,084,317 3,434,140

. Amounts owed to group undertakings relate to Group Relief refunds received from HMRC payable to.DIF Infra Yield
1 UK Limited in respect of losses surrendered by DIF Infra Yield 1 UK Limited to the Company within the 2018;
2019 and 2020 tax returns. ‘ . 4
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Notes (continued)

10 ' Creditors: amounts fallmg after more than one year

Creditors falling due more than one year
Bank loan (note 11)
Loan stock (note 11)

Harrow Community Schools PFI Ltd

* Annual report and financial statements .
Year ended 31 August 2022 .

2022 2021
£ £
7,415,926 8,051,333
418,446 418,446

© 17,834,372

8,469,779

11 Iﬁterest-bearing loans and borrowings

This note provides information about the contractual terms of the Company’s interest- bearmg loans and borrowmgs

which are measured at amortised cost.

2022

.

2021
£ £
Creditors falling due more > than one year ' '
Bank loan 7,415,926 8,051,333
Loan stock - 418,446 418,446
. Creditors falling within less than one year ) )
‘Bank loan 493,293 534,551

‘Included within Bank loan is an amount repayable after five years of £4 385, 702 (2021: £5,277,807) and’ mcluded
w1thm subordinated debt are amounts repayable after five years of £418,446 (2021: £4 18,446) respectively.
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-Notes (contmued) ' - ‘ ' .

11 Interest—bearmg loans: and borrowmgs (contmued)

Terms and debt repayment schedule

Curi'ency Nominal interest Year of Repayment 2022 . . 2021
: rate : _Maturity schedule ’
’ ‘ B £ £
Bank loan_ GBP 6.04% 2032 Quarterly 8,024,440 A 8,713,561

Loan stock GBP 12% 2033 Deferred to end 418,446 418,446
: ’ of concession ’ :

‘Bank Loan ‘ .

The bank loan has a ﬁxed interest rate of 5.19% plus a margm of 0.85%. The bank loan is secured in favour of
Nationwide Building Society, with fixed and floating charges over the Company and all of its property, assets, present
and future, including goodwill, book debts, uncalled capital, buildings, fixtures and fixed plant and machinery. There
is also a legal mortgage of shares owned in the Company by its shareholders in favour of Nationwide Building Society
as security for the payment of all obligations and liabilities owed by the Company to Nationwide. Excluded from the
above balances are loan issue costs amortised year to date of £115,220 (2021: £127,677).

Loan Stock
As at 31 August 2022, the loan stock is subscribed- for by DIF Infra Yield 1 UK Limited. The loan stock has an interest
coupon of 12%. The loan stock owed by the Company to DIF Infra Yield I UK Limited is secured by way of a second
legal mortgage of shares owned in the Company in favour of DIF Infra Yield 1 UK Limited.

1

12 Called up Share Capital

At the start and end of the year .
Ordinary Shares of £0.50 each ( 2021: £0.50 each) : - - 24,998 . 12,499

The holders of ordinary shares are entitled to receive d1v1dends as declared from time to time and are entitled to one
vote per share at meetings of the Company :

The proﬁt and loss account contains the cumulative retained earnings carried forward less distributions to owners.

13 Share pr_'emium reservesg .
2022 2021
£ £

At the start and end of the year . 12,499 12,499

19



DocuSign Envelope ID; 4BE68D2C-73D0-48D4-94FE-4289C4232D3D

Harrow Community Schools PFI Ltd
Annual report and financial statements
Year ended 31 August 2022

:

.Notes (continued

14  Dividends

2022 2021
D £ £
Interim dividend of £3.15 per ordinary share : ' )
(2021: £3.42) ' 78,860 85,379
15 . Financial instruments
Carrying amount of financial instruments
The cérrying amounts of the financial assets and liabilities include: . _
. _ 2022 2021 (Restated)
‘ B . : . £ £
Assets measured at amortised cost . ' .
- Finance debtor ' 9,413,884 .- 9972706
- Trade debtors - : : " 570 62 ,
- Accrued income : o " 13,873 e ‘ 0
- Cash o O 3,113,007 - . 3,133,917
: : : v 12,541,334 13,106,685 -
+ .
Liabilities measured at amortised cost ' : ' v
- Trade and other payables : ' 74,851 67,465
- Accruals - _ ' 1,078,842 1,455,016
- Bank loan _ : . 7,909,219 8,585,884
- Loan stock R i S 418446 418,446
9,481,358 - 10,526,811

The 2021 comparatives of Accrued Incpmé and Accruals have been restated by £19,915 and £ 1,199,016 respectively.
This is because the prior year amounts erroneously included Prepayments and Deferred Income balances. ‘

No assets or liabilities are held at fair value.
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Notes (coh'tinuéd)

16 Related parties

The details of tHe related party transactions are detailed as follows:
. " \

. Transactions ' " Payable to ' :
! : 2022 : 2021 2022 2021
£ £ £ ) £
Subordinated debt interest ' ‘
- DIF Yield 1 UK Limited ' 50,214 ' 50,351 16,921 16,921
Subordinated debt principal . oo ' :
- DIF Yield 1 UK Limited - - B 418,446 T 418,446
Directors Fees . ) :
- DIF Yield | UK Limited : _ 38,203 56,766 ' - . -
Group Relief v . ) . : )
- DIF Infra Yield 1 UK Limited . T - 120,378 - 112,303
88,417 107,117 ‘ 555,745 547,670
17 Ultimate. parent undertaking and controllmg party

The immediate parent company of Harrow Community Schools PFI Ltd is DIF Infra Yleld 1 UK lelted which is
registered in England and Wales, 2nd Floor 16 Stratford Place, Marylebone, London WC1 LBF. Copies of the financial
- statements of the parent company are available from Companies House, Crown Way, Cardiff, CF14 3UZ.

DIF Infrastructure Il B.V. and DIF Infrastructure TI C.V. together form the DIF Infrastructure IT Fund (the “Fund™).
The Fund owns DIF Infra Yield | UK Limited, and is owned by the Investors (none of them owns 25% or more in the
Fund). )

The directors consider there to be no ultimate controlling entity.
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