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EDUCATION SUPPORT (NEWHAM) LIMITED

DIRECTORS' REPORT
The Directors submit their annuat report and the audited financial statements for the year ended 31 December 2006

BUSINESS REVIEW AND PRINCIPAL ACTIVITIES
The Company 1s a wholty owned subsidiary of Education Support (Newham) Holdings Limited

The principal activity of the Company 1s the design, build, financing and operation of a secondary school for the London Borough
of Newham under a Private Finance Intialive agreement

There have not been any significant changes in the Company's principal activiies in the year under review The Directors are not
aware, at the date of this report, of any major changes in the Company's activiies in the next year

The Company completed the construction phase of the project in 2005 and the schoo! became fully operattonal in September
2005 The Company will continue to operate the school until the end of the concession on 31 August 2029
FUTURE DEVELOPMENTS

The Company will continue to finance and operate the school until the end of August 2029

KEY PERFORMANCE INDICATORS

The key performance indicator for the Company Is the leve! of performance and unavailability deductions levied by the chent,
since this reflects the quality of service being provided Dunng the penod, the Company suffered average monthly deductions of
2% as a percentage of total unitary income all of which were passed onto sub-contractors

RESULTS AND DIVIDENDS

The loss for the year before taxation amounted to £111,000 (2005 - £26,000) After tax credit of £35,000 (2005 - £nil), the loss for
the year was £76,000 (2005 - £26,000}

The Directors do not recommend the payment of a dividend {2005 - £nil)

PRINCIPAL RISKS AND UNCERTAINTIES

The Company I1s exposed to interest rate risk which 1s managed through the use of interest rate swaps, details of which are set
out In note 10 to the financial statements

The other principal risk 1s that maintenance costs exceed those forecast in the financial model agreed at financial close This nisk
1s mitigated by regular management review of actual expenditure against budget and technical evaluations of the physical
condition of the bulldings

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS

Each of the persons who 1s a Director at the date of approval of this report confirms that

«» as far as the Drrector 1s aware, there 1s no relevent audit information of which the Company's auditors are
unaware, and

« the Director has taken all the steps that he ought to have taken as a Director in order to make himse!f aware of any
relevent audit information and to estabhsh that the Company’s auditors are aware of that information

This confirmation 1s given and should be interpreted in accordance with the provision of $234ZA of the Companies Act 1985
DIRECTORS

The Directors who served throughout the year, except as noted, are shown on page 1
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EDUCATION SUPPORT (NEWHAM) LIMITED

DIRECTORS' REPORT {continued)

DIRECTORS' INTERESTS

No Director held any interests in the shares of the Company, or had any personal interest in any significant or matenal contract
with the Company, dunng the year ended 31 December 2006

The interests of A J Ballsdon and T N Gner in the share capital of the Company's ultimate parent undertaking (as disclosed in note
16) are disclosed in the accounts of John Laing Social Infrastructure Limited The interests of J M Linney and N Smith in the share
capital of the Company's ulbmate parent undertaking (as disclosed in note 16) are disclosed n the accounts of Education Support
{Newham) Holdings Limited

Other than as stated above, no other Director had any interest in the shares of any other group Company requinng disclosure
under the Companies Act 1985

EMPLOYEES

Detalls of the number of employees and refated costs can be found In note 5 to the financial statements on page10

AUDITORS

A resolution to re-appoint Deloitte & Touche LLP as auditors will be proposed at the forthcoming Annual General Meeting in
accordance with Section 385 of the Compantes act 1985

On behalf of the Board

D~

T Gner
Director
29 March 2007

Page 3




EDUCATION SUPPORT (NEWHAM) LIMITED

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The Directors are responsible for prepanng the financial statements The Directors have chosen to prepare accounts for the

company in accordance with United Kingdom Generally Accepted Accounting Practices (UK GAAP) Company law requires the

Directors to prepare such financial statements for each financial year which give a true and fair view of the state of affarrs of the |
Company and of the profit or loss of the Company for that penod and comply with UK GAAP and the Companies Act 1985

In prepanng those financial statements, the Directors are required to

- select sutable accounting policies and then apply them consistently,

make judgements and estimates that are reasonable and prudent,

- state whether applicable accounting standards have been followed, and

prepare the financial statements on the going concern basis unless it 1s inappropnate to presume that the Company
will continue in business

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the

financial position of the Company, for safeguarding the assets, for taking reasonable steps for the prevention and detection of
fraud and other imegulanties and for the preparation of a Directors' report which complies with the Companies Act 1985
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INDEPENDENT AUDITORS® REPORT TO THE MEMBERS OF EDUCATION SUPPORT (NEWHAM) LIMITED

We have audited the financial statements of Education Support (Newham) Limited for the year ended 31 December 2006 which
compnse the profit and loss account, the balance sheet, cashflow statement and the related notes 1 to 18 These financal
statements have been prepared under the accounting policies set out therein

This report 1s made solefy to the Company's members, as a body, in accordance with section 235 of the Companies Act 1985
Our audit work has been undertaken so that we might state to the Company's members those matlers we are required to state to
them in an auditors' 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 auditors

The Directors' responsibilities for prepanng the financial statements in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out in the Statement of Directors'
Responsibilities

Our responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland)

We report to you our opinuon as to whether the financial statements give a true and farr view and are properly prepared In
accordance with the Compames Act 1985 We also report to you whether in cur opinion the information given in the Directors’
report 1s consistent with the financial statements

In addition we report to you if, in our opinion, the company has not kept proper accounting records, If we have not recewved all the
information and explanations we require for our audit, or if information specified by law regarding directors’ remuneration and
other transactions i1s not disclosed

We read the Directors' Report and consider the implhications for our report if we become aware of any apparent misstatements
within it

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Audiing Practices
Board An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financia!l
statements It also includes an assessment of the significant estimates and judgements made by the Directors in the preparation
of the financial statements, and of whether the accounting policies are appropriate to the Company’'s circumstances, consistently
applied and adequately disclosed

We planned and performed our audit so as to obtain ali the information and explanations which we considered necessary in order
to provide us with suificient ewidence to give reasonable assurance that the financial statements are free from matenal
misstatement, whether caused by fraud or other wregulanty or error In forming our opimion, we also evaluated the overall
adequacy of the presentaticn of information in the financial statements

Opinion
In our opinion

® the financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted Accounting
Practice, of the state of the Company's affairs as at 31 December 2006 and of its loss for the year then ended,

@ the financial statements have been properly prepared in accordance with the Companies Act 1985, and
@ the information given in the Directors’ Report 1s consistent with the financial statements
- Pt
Del e 8, Touche LU
Deloitte & Touche LLP
Chartered Accountants and Registered Auditors

London
29 March 2007
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EDUCATION SUPPORT (NEWHAM) LIMITED

PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 DECEMBER 2006

Turnover
Cost of sales

Operating profit

Net interest payable

Loss on ordinary activities before taxation
Tax credit on loss on ordinary activities

Retained loss for the year transferred from reserves

A reconciliation of movemnents in equity shareholders' (defict)/funds 1s given in note 14

All items in the profit and loss account relate to continuing operations

There 1s no materal difference between the resuits stated in the profit and loss account and their tustonical cost equivalents

Notes 2006 2005
£'000 £'000

1,2 1,183 2177
{1,163) {2,166)

3 20 1

6 (131) (37)
(1) (26)

7 35 -
(76) (26)

All gains and losses are recogrised in the profit and loss account in both the current year and preceding penod, and therefore no

separate statement of total recognised gains and losses has been presented
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EDUCATION SUPPORT (NEWHAM) LIMITED

BALANCE SHEET AS AT 31 DECEMBER 2006

Current assets
Debtors
- due within one year
- due after more than one year
Cash at bank and in hand
Current liabilities
Creditors amounts falling due within one year
Net current assets
Total assets less current habilities
Creditors amounts falling due after more than one year
Net liabilities
Capital and reserves
Called up share capltal

Profit and loss account

Equity shareholders’ deficit

2
The financial statements were approved by the Board of Directors on Q‘marc:h 2007 and were signed on its behalf by

l

T Gner
Director
29 March 2007
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Notes

12
13

14

2006 2005
£'000 £000
27,286 27,626
1,502 1,270
25,784 26,356
1,426 1,337
28,712 28,963
(4,490) (3,756)
24,222 25,207
24,222 25,207
(24,323) (25.232)
(101) (25)

1 1

(102) (26)
(101) (25)




EDUCATION SUPPORT (NEWHAM) LIMITED

CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2006

Notes 2006 2005
£'000 £'000

Net cash inflow from operating activities 17 2,576 1,477
Returns on investments and servicing of finance
Interest receved 54 39
Interast and other financing costs pad (1,578) (1,226)
Net cash outflow from returns on investments and servicing of finance (1,524) (1,187)
Net cash inflow before use of liquid resources and financing 1,052 290
Financing
Loans drawn down - 3,701
Loan repayments (963) (2,668)
Net cash {outflow)/inflow from financing (963) 1,033
Increase in cash in the year 18 89 1,323
Reconcihation to net debt
Net debt at 1 January (24,822) (25,093)
Increase in cash in the year 89 1,323
Movement in borrowings 963 (1,033)
Other non-cash changes (18) (19)
Net debt at 31 December 18 (23,788) {24,822)
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EDUCATION SUPPORT (NEWHAM) LIMITED

a)

b)

¢)

d)

e)

)

h)

Notes to the financial statements for the year ended 31 December 2006
ACCOUNTING POLICIES

Basis of preparation of accounts

The financial statements have been prepared under the histoncal cost convention and in accordance with applicable
United Kingdom accounting standards A summary of the principal accounting policies adopted by the Directors, which
have been applied consistently, 1s shown below

Turnover
Turnover 1s net of VAT and 1s entirely dernived in the Uruted Kingdom

Finance debtor

The Company i1s an operator under a PFl contract Under the terms of the contract, substantially atl the nsks and rewards
of ownership of the property asset remain with the London Borough of Newham The underlying asset 1s therefore not a
fixed asset of the Company under FRS 5 Application Note F and SSAP 21

Finance debtor and incorme recognition

Durning the construction phase of the project, all attnbutable expenditure including finance costs are included in amounts
recoverable on contracts and turnover Upon the asset becoming operational, the costs are transferred to the finance
debtor Dunng the operational phase, income is allocated between interest receivable and turnover using a constant
operating margin on costs The remainder of the PFl income will be allocated to the finance debtor

Copstruction period interest
Interest costs on borrowings used to fund the construction of the school are added to amounts recoverable on contracts
dunng the construction period This treatment ceases on commISSIGRiNg

Operating costs

Operaling costs are added to amounts recoverable on contracts dunng the construction penod Following
commissioning, regular operating and maintenance costs and Education Suppornt (Newham) Limited central costs will be
expensed to the profit and loss account as incurred

Interest payable
Interest costs on borrowings are added to amounts recoverable on contracts dunng the construction phase of the
contract, and then wnitten off to the profit and loss account over the penod of concession as incurred

Taxahon
Current tax, including United Kingdom Cerporation tax and foreign tax, 1s provided at amounts expected to be pard (or
recovered) using the tax rates and laws that have been enacted or substantally enacted by the balance sheet date

In accordance with FRS 19 ‘Deferred Tax', deferred taxation 1s recogrised in respect of all timing differences that have
onginated but not reversed at the balance sheet date where transactions or events that result in an obligation to pay more
tax in the future or a nght to pay less tax in the future have occurred at the balance sheet date Timing differences are
differences between the group's taxable profits and its results as stated in the financial statements that anse from the
inclusion of gains and losses in tax assessments in penods different from those in which they are recogmised in the
financial statements

A net deferred tax assel 1s regarded as recoverable and therefore recogmised only when, on the basts of all avallable
evidence, it can be regarded as more likely than not that there will be suitable taxable profits from which the future
reversal of the underlying ttrming differences can be deducted Deferred tax 1s measured at the average tax rates that are
expected to apply in the peniod in which the timing differences are expected to reverse, based on the tax rates and laws
that have been enacted or substantially enacted by the balance sheet date Deferred tax assels are not discounted

Page 9




EDUCATION SUPPORT (NEWHAM) LIMITED

Notes to the financial statements for the year ended 31 December 2006 (continued)

TURNOVER
2006 2005
£'000 £'000
Tumover in the year is analysed as follows
Construction services income - 1,425
Other 1,183 752
1,183 2,177
OPERATING PROFIT
2006 2005
£'000 £'000
Operating profit 1s stated after charging
Fees payable to the Company's auditors for the audit of the Company's annual accounts 12 11

Fees payable to Deloitte and Touche LLP and ther associates for non-audit services to the Company are not required to be
disclosed because the consolidated financial statements of the parent company are required to disclose such fees on a
consolidated basis

DIRECTORS' REMUNERATION

No Directors received any remuneration for services to the Company dunng the current or prior year The Company 1s
managed by secoendees from the shareholders under a management services contract

STAFF NUMBERS

The Company had no employess dunng the year (2005 - nil)

NET INTEREST PAYABLE

2006 2005
£'000 £'000
Interest receivable and similar income
Interest receivable on bank deposits 56 39
Interest receivable on finance debtor 1,579 1,337
1,635 1,376
Interest payable and similar charges
Interest payable on bank loans and overdrafts {1,544) (1.452)
Amortised debt 1ssue costs (18) (19)
Commitment fee on undrawn loan facihity (1} (7}
Interest payable to parent undertaking {203) {199)
{1,766) (1.677)
Net interest added to amounts recoverable on contracts - 264
Net interest payable {131) (37)
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EDUCATION SUPPORT (NEWHAM) LIMITED

Notes to the financia! statements for the year ended 31 December 2006 (continued)

TAX ON LOSS ON ORDINARY ACTIVITIES

2005

2006
Analysis of credit for the year £
Current tax
UK corporation tax -
Total current tax -
Deferred tax {(see note 8) 35
Total deferred tax 35
Total tax credit on profit on ordinary activities 35

Factors affecting the tax cradit for the current year

The differences between the total current tax shown above and the amount calculated by applying the standard rate of

UK corporation tax to the loss before tax are as follows

2006 2005

£000 £'000
Loss on ordinary achivities before tax (111) (26)
Loss on ordinary activities multiplied by the standard
rate of corporation tax in the UK of 30% (2005 - 30%) 33 8
Effects of
Tax losses not recogrused for deferred tax purposes - (8)
Ongination and reversal of timing differences 2 -
Total current tax credit for the year 35 -
DEBTORS

2006 2005
Due within one year £000 £000
Trade debtors 432 423
Finance debtor 578 529
Amounts owed by feliow subsichary undertakings 140 15
Other taxation and social secunty - 10
Deferred tax asset (see note 7) 35 -
Prepayments and accrued income 317 293

1,502 1,270
Due after more than one year
Finance debtor 25,784 26,356

25,784 26,356

The finance debtor includes cumulative net interest costs of £1,360,000 (2005 - £1,360,000)
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EDUCATION SUPPORT (NEWHAM) LIMITED

10

1

Notes to the financial statements for the year ended 31 December 2006 {continued)

CREDITORS
2006 2005
£000 £'000
Amounts falling due within one year
Bank loans and overdrafts {note 10} 843 945
Less unamortised debt 1ssue costs (18) (18)
Intercompany Loan 66
Amounts owed to fellow subsidiary undertakings and related parties 726 154
Accruals and deferred income 604 2,368
VAT \ 68 -
Other creditors 2,201 307
4,490 3,756
Amounts falling due after more than one year
Bank loans and overdrafts (note 10) 22,957 25,435
Less unamortised debt issue costs (185) (203)
Intercompany Loan 1,551
24,323 25,232
Analysis of debt
Debt can be analysed as falfling due
In one year or less, on demand a09 945
Between one and two years 919 941
Between two and five years 2,987 2,990
In five years or mors 20,602 21,504
25,417 26,380
Less unamorhised debt issue costs (203) {221}
25,214 26,159
LOANS

The Company has the faciities shown below provided by Oresdner Bank in order to finance the construction of

the school The loans are repayable in instalments based on an agreed percentage amount of the total

facilities per annum over a certan number of years as shown below The Equity Bridge loan was repaid in full

in February 2005

Interest on the facilities 1s charged at a certain margin, as shown below, over and above the Interbank Rate
plus a Mandatory Costs Rate  The Company has entered into fixed interest rate swaps to mitigate its interest

exposure which have a negative fair value at 31 December 2006 of £231,567 (2005 - £1,578,873) The
resulting fixed interest rate on the facility during the operational phase 1s 5 12%

The loans are secured by a fixed and floating charge over all the assets of the Company and a charge over the

shares of the Company

Total Drawn at 31 Margin
amountof December Repayment during Margin during
Facility type facihty 2006 penod construction operation
£'000 £'000 {vears)
Term Loan 23,886 22,264 222 105% 090%to 100%
Junior Loan 1,631 1,536 222 3 50% 3 25%
Change of Law 222 - 222 105% 090%to100%

CAPITAL COMMITMENTS, CONTINGENT LIABILITIES AND FINANCIAL COMMITMENTS

At 31 December 2006, the Company 1s committed to a remaming amount of £8,750,000 payable to Equion
Facihities Management Limited, a fellow group undertaking, under the Faciites Provision Contract dated 24
September 2003 relating to the Schools PFi Project in the London Borough of Newham between Education

Suppart (Newham) Limiled and Equion Facilites Management Limited
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EDUCATION SUPPORT (NEWHAM) LIMITED

12

13

14

15

Notes to the financial statements for the year ended 31 December 2006 (continued)

CALLED UP SHARE CAPITAL

2006 2005
Authonsed No No
Ordinary shares at £1 each 50,000 50,000
£'000 £000
Allotted, called up and partly paid
50,000 ordinary shares at 2p each 1 1
MOVEMENT IN RESERVES
Profit and
loss account
£000
At 1 January 2006 (26)
Retained loss for the year (76)
At 31 December 2006 102
RECONCILIATION OF MOVEMENTS IN EQUITY SHAREHOLDERS' (DEFICIT)/FUNDS
2006 2005
£'000 £'000
Opening shareholders’ {deficit)/funds (25) 1
Loss for the financial year (76) (26)
Closing shareholders' deficit (101) {25)
TRANSACTIONS WiTH RELATED PARTIES
2006 2005
£'000 £'000
The Company had the following related party transactions dunng the year
Fellow group undertakings
Equion Faciliies Management Limited
- Operating costs (668) (577)
- Other construction costs - (629)
- Other costs recharged (193) -
- Balance payabte at 31 December {116) {50)
- Third party income 50 -
- Recharge of legal costs 43 -
- Pass through of deductions tevied by client 100 -
- Balance receivable at 31 December 109 -
Laing Investments Management Senvices Limited
- Company Concession gverheads {146) (108)
- Third party costs recharged (110) (44)
- Balance payable at 31 December {132) {89)
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EDUCATION SUPPORT (NEWHAM) LIMITED

16

17

18

Notes to the financial statements for the year ended 31 December 2006 (continued)

ULTIMATE PARENT UNDERTAKING

The largest and smallest group in which the Company's results are consolidated, is John Laing ple, a company incerporated
in Great Bntain and registered in England and Wales Copies of the consolidated accounts of John Laing plc are available
from Companies House, Crown Way, Cardiff CF14 3U2

Pnor to 22 December 2006, the Company's ulbmate parent and controlling entity was John Laing pic  From this date the

Company's ulimate parent and controling entity 1s Henderson Infrastructure Holdco (Jersey) Limited, a company

incarporated in Jersey, Channel Islands

Henderson Infrastructure Holdco (Jersey) Limited was incorporated on 13 September 2006 and will not prepare consolidated

accounts at 31 December 2006

RECONCILIATION OF OPERATING PROFIT TO NET CASH INFLOW FROM OPERATING ACTIVITIES

Operating profit
Decrease/(increase) in debtors
Increase in creditors

Net cash inflow from operating activities

RECONCILIATION OF MOVEMENT IN NET DEBT

Cash in hand and at bank
Debt due within one year
Debt due after one year
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2006 2005

£'000 £'000

20 11

341 (1,274)

2,215 2,740

2,576 1,477

At1 Other non- At 31
January Cash cash December
2006 flow changes 2006
£'000 £'000 £'000 £000
1,337 89 - 1,426
(927) 945 {909) (891)
(25,232) 18 891 (24,323)
(24,822) 1,052 (18) (23,788)




