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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

DIRECTORS’ REPORT
The Directors submit their annual report and the audited financial statements for the year ended 31 December 2011

The company 1s owned and jointly controlled by Equion Health (Newcastle) Limited and Interserve PFI 2003 Limited

BUSINESS REVIEW AND PRINCIPAL ACTIVITIES

The principal activity of the Company is to act as the holding company of Healthcare Support (Newcastle) Limited and Healthcare
Support (Newcastte) Finance plc

The principal activity of the Healthcare Support (Newcastle) Limited 1s to design, finance, bulld and operate a PF1 hospital
censtruction project on behalf of Newcastle Healthcare National Health Trust

In March 2010 the Company drew down £24 607,000 subordinated debt from the Shareholders

GOING CONCERN

The Directors have considered the use of the going concern basis in the preparaticn of the financial statements in light of current
market condiions and concluded that it 1s appropriate In reaching this conclusion, the Directors have specifically considered the
Company's relationships with ts immediate parent company More information i1s prowided in note 1 to the financial statements

FUTURE DEVELOPMENTS

The Directors of the Company are not aware of any circumstances by which the principal activity of the Company would alter or
cease

KEY PEFORMANCE INDICATORS

The Company has met all contractual obhigations pertaining to the financing of the project throughout the year under review

RESULTS AND DIVIDENDS

The profit for the year before taxation amounted to £2,728,286 (2010 - £1,551,525 loss) After taxation of £1,140,985 (2010 -
£472,355 taxation credit) the profit for the year was £1,587,301 {2010 - £1,124,170 loss)

During the year the Company paid a dividend of £1,298,561 (2010 - £3,455,587)

PRINCIPAL RISKS AND UNCERTAINTIES

The nsk of certain types of asset renewal expenditure 1s dealt with and mitigated by Healthcare Suppont (Newcastle) Limited by
passing the cost onto the facilities management subcontractor for a fixed annual sum

FINANCIAL RISK MANAGEMENT

Healthcare Support (Newcastie) Limited has an indexed linked inter-company loan with Healthcare Support (Newcastle) Finance plc

who raised an index linked public bond and bank loan The Group I1s therefore exposed to an RPI nsk, which it mitigates with an
indexed inked unitary contract with Newcastle Healthcare National Health Service Trust, therefore all inflationary nsk 1s transferred
outside the Group
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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

DIRECTORS' REPORT {continued)

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITOR

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

« as far as the Director 1s aware, there 1s no relevant audit information of which the Company's auditor 1s unaware, and

the Director has taken all the steps that he ought to have taken as a Director in order to make himself aware of any relevant
audit information and to establish that the Company's auditor 1s aware of that information

This confirmation is given and should be interpreted in accordance with the provision of section 418 of the Companies Act 2006

DIRECTORS

The Directors who served throughout the year, except as noted, are shown on page 1

EMPLOYEES

Details of the number of employees and related costs can be found in note 6 to the financial statements on page 10
AUDITOR

Deloitte LLP have indicated their wilingness to be reappointed for another term and appropnate arrangements have been put in place
for them to be deemed reappointed as auditor in the absence of an Annual General Meeting

On behalf of the Board

JM L;nney

Director
I June 2012
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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT

The Directors are responsible for prepanng 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 elected
to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom
Accounting Standards and applicable iaw) 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
year In prepanng these financial statements, the Directors are required to

- select suitable accounting policies and then apply them consistently,
- make judgements and accounting estimates that are reasonable and prudent,

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

- prepare the financial statements on the going concern basis unless it I1s inappropriate to presume that the
Company will continue in 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 are also responsibie for safeguarding the assets of the Company
and hence for taking reasonable steps for the prevention and detection of fraud and other iregulanties

Page 4




INDEPENDENT AURITOR'S REPORT TO THE MEMBERS OF HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

We have audited the financial statements of Healthcare Support {Newcastle) Holdings Limited for the year ended 31 December
2011 which comprise the consolidated profit and loss account, the consolidated and Company balance sheet, consolidated cashfiow
statement and the related notes 1 to 21 The financial reporting framework that has been apphed in their preparation 1s applicable
law and United Kingdom Accounting Standards (United Kingdom Generzally Accepted Accounting Practice)

This report 13 made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act
2006 Our audit work has been undertaken so that we might state to the Company’s members those matters we are required to
state to them in an auditor 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 repart, or for the
opinions we have formed

Respective responsibilities of Directors and auditor

As explained more fully 1n the Directors’ Responsibilities Statement, the Directors are responsible for the preparation of the financial
statements and for being satisfied that they give a true and farr view Our responsibility 1s to audit and express an opinion on the
financial statements in accordance with applicable taw and International Standards on Auditing (UK and Iretand) Those standards
require us to comply with the Auditing Practices Board's {APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give reasonable
assurance that the financial statements are free from matenal misstatement, whether caused by fraud or error This includes an
assessmentof whether the accounting policies are approprate to the Group's and parent Company’s circumstances and have been
consistently appiied and adequately disclosed, the reasonableness of significant accounting estimates made by the Directors, and
the overall presentation of the financial statements In addihion, we read all the financial and non-financial information in the annual
report to identify matenal inconsistencies in the audited financial statements If we become aware of any apparent matenal
misstatements or inconsistencies we consider the implications for our report

Opinion on financial statements

In our opinion the financial statements

e give a true and far view of the state of the Group's and parent Company's affarrs as at 31 December 2011 and of the
Group's profit for the year then ended,

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, and

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

Opinion on other matter prescnbed by the Companies Act 2006

In our opinion the information given in the Directors' Report for the financial year for which the financial statements are prepared i1s
consistent with 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 Companies Act 2006 requires us to report to you If, in our
opinion

o adequate accounting records have not been kept by the parent Company, or returns adequate for our audit have not been
recerved from branches net visited by us, or

« the parent Company financial statements are not in agreement with the accounting recerds and returns, or
o certain disclosures of Directors’ remuneration specified by law are not made, or

« we have not received zall the information and explanations we require for cur audit

Jacqueline Holden FCA (Senior Statutory Auditor)
for and on behalf of Deloitte LLP
Chartered Accountants and Statutory Audritor

London, United Kingdom
19 June 2012
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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

CONSOLIDATED PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 DECEMBER 2011

Turnover
Cost of sales

Operating profit

Net interest recervable / (payable)

Profit / (loss) on ordinary activities before taxation

Tax on profit / (Joss) on ordinary activities

Profit / (loss) for the financial year

A reconcibation of movernents in shareholder's funds is given in note 16

Alltems in the profit and loss account relate to continuing operations

Notes

15

2011 2010

£ £
18,263,246 32,282,686
(16,040,512) (29,204,737}
2,222,734 3,077,949
505,552 (4,629,474)
2,728,286 (1,551,525)
(1,140,985) 427,355
1,587,301 (1,124,170)

There 1s no matenal difference between the results stated in the consolidated profit and loss account and their histoncal cost

equivalents

All gains and losses are recognised In the profit and loss account in both the current and preceding year, and therefore no separate
statement of total recognised gains and losses has been presented
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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

CONSOLIDATED BALANCE SHEET AS AT 31 DECEMBER 2011

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

Called up share capital
Profit and loss account

Shareholder's funds

Notes

11
11

12

12

14
15

16

2011 2010

£ £
414,045,775 410,353, 421
95,560,867 41,864,416
318,484,908 368,489,005
7,092,805 9614,153
421,138,580 419,967,574
(17,935,960) (24,080,977)
403,202,620 395,886,597
403,202,620 395,886,597
{399,970,766) {392,943,483)
3,231,854 2,943,114
51,000 51,000
3,180,854 2,892,114
3,231,854 2,943,114

The presentation of certain cash balances have been reclassified to financial assets Please refer to Note 11

The consofidated financial statements of Healthcare Support (Newcastle) Holdings Limited, registered number 4420880, were
approved by the Board of Directors and authonsed for 1ssue on2&June 2012 They were signed on its behalf by

J M Linney
Director
2% June 2012
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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

COMPANY BALANCE SHEET AS AT 31 DECEMBER 2011

Notes 2011 2010
£ £
Fixed assets
Investments 10 51,000 51,000
Net assets 51,000 51,000
Capital and reserves
Called up share capital 16 51,000 51,000
Shareholder's funds 16 51,000 51,000

The financial statements of Healthcare Support (Newcastle) Holdings Limited, registered number 4420880, were approved by the

Board of Directors and authonsed for issue eni8June 2012 They were signed on its behalf by

b

J M Linney
Director
28 June 2012
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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

CONSOLIDATED CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2011

Notes

Net cash inflow / {outflow) from operating activities 18

Returns on investments and servicing of finance
Interest receved
Interest and other financing costs paid

Net cash outflow from returns on investments and servicing of finance
Taxation

Equity dividends paid

Net cash inflow/(outflow) before use of iquid resources and financing
Financing

Secured loan raised
Secured loan repaid

Net cash (outflow)/inflow from financing

Decrease 1n cash in the year 19

Reconciliation to net debt
Net debt at 1 January
Decrease In cash in the year
Movement in borrowings
Other non-cash changes

Net debt at 31 December 19
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2011 2010
£ £
20,209,022 (55,262,222)
384,630 229,982
{11,346,444) (760,510
(10,961,814) (530,528)
450,504 (2,040,641)
(1,298,561) (3,455,997)
8,399,151 (61,289,388)

- 24,607,000
(10,920,499} (5,125,948)
{10,920,499) 19,481,052
(2,521,348) (41,808,336)
(369,529,196)  (297,560,940)
(2,521,348) (41,808,336}
(7,551,644) (29,666,347)
(492,782) (493,573)
(380,094,970)  (369,529,196)




HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

a)

b)

Notes to the financial statements for the year ended 31 December 2011
ACCOUNTING POLICIES

Basis of preparation of accounts

The financial statements have been prepared under the histoncal cost convention and in accordance with applicable Umted Kingdom law
and accounting standards A summary of the pnncipal accounting policies adopted by the Directors, which have been apphed consistently
throughout the current and preceding year, 1s shown below

Company

The Company exists to hold investments in its subsidiary that provides services under certain private finance agreements The subsidiary 1s
set up as a Special Purpose Company under non-recourse arrangements and therefore the Company has mited its exposure to the
liabilities In the event of default of the subsidiary, the exposure 1s imited to the extent of the investment it has made Having reviewed the
Company's investment pertfolio including the associated future cash requirements and forecast receipts, the Directors are satisfied that they
have a reasonable expectation that the Company will have access to adequate resources to continue In existence for the foreseeable
future Accordingly, they continue to adopt the going concern basis in prepanng the financial statements

Group

The current economic conditions create some uncertainty, including with respect to
{a) the ability of key sub-contractors to continue to meet contractual commitments,

{b} the ability of the debt provider to continue to meet its contractual commitments

The Directors have also considered the ability of government authonties te continue to pay unitary fees due to the Company and do not
consider this to be a matenal nsk

The Group's forecasts and projections, taking account of reasonably possible changes in counterparty performance, show that the
Company expects to be able to continue to operate

After making enguimnes, the Directors have a reasonable expectation that the Company has adequate resources to continue in operatonal
existence for the foreseeable future Accordingly, they continue to adopt the going concern basis in prepanng the annual report and
accounts

Basis of consolidation

The Group financial statements consolidate the financial statements of the Company and its subsidiary undertakings drawn up to 31

December each year The results of subsidiarnies acgquired or sold are consolidated for the penods from or the date on which control passed |
Acguisitions are accounted for under the acquisition method The Group made a profit before tax of £1,991,525 (2010 - £1,124,170 loss) for ‘
the financial year As permitted by s408 of the Companies Act 20086, no separate profit and loss account in presented in respect of the i
parent company A reconcihiation of movements in equity shareholders' funds i1s given in note 16

ERS 25 Financial Instruments Disclosure and Presentation, FRS 26 Financtal Instruments Measurement and FRS 29 Financial
Instruments Dhsclosure Reguirements

In the prior year, the Group has voluntanly adopted FRS 25 Financial Instruments Disclosures and Presentation, FRS 26 Financial
Instruments Measurement and FRS 29 Financial Instruments Dhsclosures The impact of adoption of FRS 29 has been to expand the
disclosures provided in these financial statements regarding the Group's financial instruments and management of capital The parent
company has not applied FRS 2§ as they have taken advantage of the exemptions permitted by FRS 29

Financial assets and financial habilities are recognised in the Group's balance sheet when the Group becomes party to the contractual
provisions of the instrument

Financial assets
Financial assets have been classified into the 'loans and recewvables' category, which include cash and cash equivalents, based on the
nature and purpose of the financial assets

Trade recewables and other receivables that have fixed or determinable payments that are not quoted in an active market are classified as

'loans and recewvables' Loans and recevables are measured at amortised cost using the effective interest rate method, less any

impaiment Interest income 1s recognmised by apptying the effective interest rate except for short-term receivables when the recognition of '
interest would be immatenal

Cash and cash equivalents compnse cash on hand, demand deposits, and other short-term highly iguid investments, that are readily
convertible into cash and are subject to an insignificant risk of change in value

Financial assets are impaired where there 1s objective evidence that as a result of one or more events that have occurred after the inittal
recognition of the financial asset, the estimated future cash flows have been impacted The carrying amount of a financial asset 1s reduced
by the imparment directly with the exception of trade recewables which would be reduced through the use of an allowance account, unless
it 15 considered that it 15 uncoilectible

The Group derecognises a financial asset only when the contractual rights to receive the cash flows from the asset expire, or it transfers the
financial asset and substantially all the risks and rewards of ownership of the asset to another entity
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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

c)

d)

e)

8)

h}

k)

Notes to the financial statements for the year ended 31 December 2011 (continued)

ACCOUNTING POLICIES {continued)

Financial habihities

Financial habiities and equity are classified according to the substance of the contractual arrangements entered into Financial habihties,
including borrowings are imitially measured at far value, net of transaction costs and are subsequently measured at amortised cost using the
effective interest rate method, with interest expense recognised on an effective yield basis The Group de-recognises its financial lhabilites
when the Groups obligations are discharged, cancelled or they expire

The effective interest rate method 1s a method of calculating amortised costs of the financial lability and allocating interest expense over the
relevant period The effective interest rate 1s the rate that exactly discounts the estimated future cash payments through the expected life of
the financial hability

Investments in subsidiary undertakings are stated at cost less provision for impairment The carrying values of these investments are
reviewed annually by the Directors to determine whether there has been any impairment to thew values Current asset investments are
stated at amortised cost with interest recevable being recognised at a constant rate over the hife of the tnvestment

Tumaver
All Turnover 15 denved entirely in the United Kingdom and i1s net of VAT

Ewnance debtor
The Group 15 an operator under a PFl contract Under the terms of the contract, substantially all the nsks and rewards of ownership of the

property asset reman with Somerset County Councll The underlying asset i1s therefore not a fixed asset of the Group under FRS5
Application Note F and SSAP 21

Finance debtor and income recognition

During the construction phase of the project, all attnbutable expenditure including finance costs are included in amounts recoverable on
contracts and turmover Upon the asset becoming operational, the costs are transferred to the finance debtor During the operational phase,
income (s 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

Cperating costs

Operating costs are added to amounts recoverable on contract during the construction period Following commissioning, regular operating
costs will be expensed to the profit and loss account as incurred

Interest payable
Interest costs on borrowings are added to amounts recoverable on contract during the construction phase of the contract, and then written off
to the profit and loss account over the peniod of concession

Taxation
Current tax, including United Kingdom Corporation tax and foreign tax, is provided at amounts expected to be paid (or recovered) using the
tax rates and laws that have been enacted or substantally enacted by the balance sheet date

In accordance with FRS19 ‘Deferred Tax', deferred taxation 1s recognised 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 cbligation 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 Company's taxable profits and its
results as stated in the financial statements that anse from the inclusion of gamns and losses In tax assessments In periods different from
those in which they are recognised in the financial statements

A net deferred tax asset 1s regarded as recoverable and therefore recogmised only when, on the basis of all available evidence, it can be
regarded as more Iikely than not that there will be suitable taxable profits from which the future reversal of the underlying tming differences
can be deducted Deferred tax 1s measured at the average tax rates that are expected to apply in the period in which the tirming 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 assets are not discounted

Capitalised interest
Interest costs on borrowings used to fund the construction of the hospital are added to the amount recoverable on contract during the
construction period This treatment ceases on commissioning

Debt

The Group secured bond debt with Royal Bank of Canada and a loan with European Investment Bank "EIB" Both the loan and the bond are
indexed link and subject to calculations based on RPI {all tems) tables published by the Office of National Statistics  Interest 1s payable bi-
annually at an interest rate stated in note 13 on an accruals basis

Secured subordinated debl s inibially stated at the amount of the net proceeds after deduction of related 1ssue costs The carrying amount 1s
mcreased by the finance cost in respect of the accounting penod and reduced by payments made in that period

Debtors
Debtors are stated at their nominal values as reduced by appropnate allowances for estimated irrecoverable amounts

Cash
Cash comprise cash at bank and in hand and short term deposits with onginal maturity of less than three months
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HEALTHCARE SUPPORT {NEWCASTLE) HOLDINGS LIMITED

Notes to the financial statements for the year ended 31 December 2011 (continued)
FINANCIAL INSTRUMENTS

The Group's financial instruments are shown in the table below It s, and has been throughout the year under review, the Group's
policy that no trading in financral instruments be undertaken The Group has not entered into derivatives transactions The main
nsks ansing from the company's financial instruments are credit nsk, interest rate nsk, iquidity nsk and inflation sk The Board
reviews and agrees policies for managing each of these nsks and they are summansed below Thesa policies have remained
unchanged throughout the year The Group has no significant foreign currency transactions  All the Group's borrowings are
denominated in starling

Categories of financial instruments
2011

Book Value Fair Value

Loans and receivables at Financial
amortised cost inclucing habilities at
cash and short-term amortised cost

deposits
£ £ £
Financial assets
Loan receivable
Trade and other recevables 557,009 - 557,009
Cash and shont-term deposits 33,989,514 - 33,989,514
FRS 5 finance debtor 320,447,513 - 334,398,235
354,994,036 - 368,944,758
Interest iIncome In the year 31,002,247
Financial liabilities
Index-linked secured bonds 373,116,219 413,903,730
Secured subordinated loan stock - commitment and letter of credit fees - 24,337,179 32,880,003
Trade and other payables - 6,099,566 6,099,566
- 403,552,964 452,883,299
interest expense In the year 27,319,018
Fee expense in the year 488,400
2010
Book Value Fair Value
Loans and receivables at Fmmancial

amortised cost including habilities at
cash and short-term amortised cost

deposits
£ £ £
Financial assets
Loan receivable
Trade and other recevables 429,284 - 429,284
Cash and short-term deposits 46,179,690 - 46,179,690
FRS 5 finance debtor 323,885,128 - 339,486,924
370,494,102 - 386,095,898
Interest iIncome in the year 24,367,982
Financial habilities
Index-linked secured bonds - 357,307,979 363,805,111
Secured subordmnated loan stock - commitment and letter of credit fees - 24,522,247 32,401,640
Trade and other payables - 9,930,919 9,930,919
- 391,761,145 406,137,670
Interest expense in the year 26,563,632
Fee expense in the year 493,573
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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

Notes to the financial statements for the year ended 31 December 2011 (continued)

FINANCIAL INSTRUMENTS (continued)

Fair values

As the index linked bonds are net traded, the fair value of the index linked bond has been calculated by discounting the expected future cash flows at prevailing interest
rates Expecled future cash flows have been calculated assuming that future increases i the Retall Pnce Index are constant at 2 5% (2010 - 2 5%} The UK gilt yield
curve and an assumed credit spread consistent with that of the index linked bond have been used in caiculating an appropnats discount rate

in the opinion of the Directors the fair values of the trade and other recervables, trade and other payables and cash and shori-term deposiis each equal ther respective
book values

Credit Risk
The Group's principal fimancial assets are cash and short-term deposits, trade and other receivables and investments The Group's credit nsk 1s primanly attributable to

s current asset mvestments for which only independentty rated counterparties with a minimum long-term senior debt rating of at least AA- from Standard & Poor's and
Aa3l from Moody' s are acceptable

For cash and short-termn deposts only independently rated counterparties with a mirimurm medium-term senior debt rating of at least A from Standard & Poor's and A1
from Moody's are accepted

Should the ratings of existing counterpartias fall below these levels the Company and its senior lenders each have the nght to require that an acceptable replacement
counterparty be appointed

The recevables anse from the Group s client, Newcastle Upon Tyne NHS Trust The credit and cash flow nsks are not considered significant as the client 1s a quask
governmental organisation

The maximum exposure to credit nsk s the carrvina value of the financial assets in the table above

Interest rate riskf/inflation risk
All borrowings are at fixed rates other than index-linking and therefore no interest rate nsk anses on them Interest rate nsk anses on the Group's cash and short-term
deposits

The majonty of the Group's borrowings compnse an index linked secured bond Repayment of these bonds and meeting operational expenditure commitments will be
made from income which 15 itself subjest to iIndexation The Group thereby mitigates any exposure to movements in the retal pnce index

A 1% mcrease i the annual rate of inflation would increase interest attributable to the index inked secured bond There would have been £3 809 613 (2010 -
£4,425,281) increase In the interest expense for the year

A 1% mcrease in the annual rate of inflation would also increase income for the year by £289 519 (2010 - £275 565}

Liquidity risk
The Group s policy has throughout the pencd been that to ensure continuity of funding the majonty of its borrowings should mature n more than five years

Financial liabilites gross maturity
The following table details the Group's remaining contractual matuntes for its financial liabilites The tables have been drawn up based on the undiscounted cash flows
of financial habuiles based on the earliest date on which the Group can be required to pay The table mcludes both interest and pnncipal cash flows

The gross matunty profile of the Group’s non-denvative financial iabilities at 31 December was as follows

2011
Other financial Total non-derivative
Borrowings Habilities financial liabilities Carrying value
£ £ £ £
Due on demand or within gne year 14,643,790 3,122,528 17,666,319 17,666,319
Due within one to two years 11,805,744 - 11,805,744 11,805,744
Due within two to five years 38,451,333 - 38,451,333 38,451,333
Due after more than five years 335,359,259 - 335,359,259 335,359,259
400,160,126 3,122,529 403,282,655 403,282,665
2010
Other financial Total non-denvative
Borrowings liabilites financial habiites Carrying value
£ £ £ £
Due on demand or within one year 13717 162 9930 919 23,648,081 23 648 081
Due within one to two years 11 535,140 - 11 535,140 11535 140
Due within two to five years 35618,899 - 35618 899 35 618,899
Due after more than five years 331,717,430 - 331,717,430 331,717, 430
392,588 631 9,830,919 402,519,550 402,519,550

Capital risk management

The Company managses its capital o ensure it 18 able to continue as a going concern and to maintain an epimal capital structure to reduce the cost of capital The
capital structure of the Company compnses equity attributable to equity holders consisting of ordinary share capital reserves and retained earnings as disclosed
1n Notes 14 and 15 and cash and cash equivalents and borrowings as disclosed In Note 17 In March 2010 Equion Health (Newcastle} Limited and Interserve PFI 2003
Limited injected £19 685 600 and £4,921 400 of subordinated debt respectivety
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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

Notes to the financial statements for the year ended 31 December 2011 (continued)

TURNOVER
Group Group
2011 2010
Tumover in the year is analysed as follows £ £
Construction revenue 7,086,764 22,168,999
Concession unitary income 7,178,347 7,408,488
Other revenue 3,998,135 2,705,199
18,263,246 32,282 686
OPERATING PROFIT
Group Group
2011 2010
£ £
Operating profit 1s stated after charging
Fees payable to the Company's auditor for the audit of the Company's annual accounts 12,753 12,268
Fees payable to the Company's auditor for the audit of Healthcare Support (Newcastle) Finance
plc's annual accounts 3,297 3,171
Fees payable to the Company's auditor for the audit of Equion Health {Newcastle) Limited's
annual accounts 2,574 2,476
Construction costs 7,086,764 22,168,999
Operating and maintenance costs 8,904,516 6,983,723
Other overhead costs (excl audit), eg admimistrative 30,559 34,099

DIRECTORS' REMUNERATION

No Directors received any remuneration for services to the Company during the current or prior year The Company 1s managed by

secondees from the shareholders under a management services contract
STAFF NUMBERS
The Company had no employees duning the year (2010 - nil}

NET INTEREST RECEIVABLE / (PAYABLE)

Group Group
2011 2010
£ £

Interest receivable and similar income
Interest recevable on bank deposits 491,222 241,314
Interest receivable on finance debtor 30,519,579 24,126,668
Interest receivable capitalised {4,274) (17,199)
31,006,527 24,350,783

Interest payable and similar charges

Interest payable on bank loans and overdrafts {27,319,018) (26,563,632)
Interest payable to parent undertakings (2,930,880) {2,436,180)
Amortised debt i1ssue costs (488,400) (493,573)
Capitalised interest 237,323 513,128
{30,500,975) (28,980,257)
Net interest recewvable / (payable) 505,552 (4,629,474)
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Notes to the financial statements for the year ended 31 December 2011 (continued)

TAX ON PROFIT / (LOSS) ON ORDINARY ACTIVITIES

Analysis of tax (charge) / credit for the year
Current tax

UK corporation tax

Group relief receivable

Adjustments in respect of previous penods
Total current tax

Deferred tax
Ongination and reversal of iming differences

B/f tax losses from 2010
Total deferred tax

Total tax (charge) / credit on profit / (loss) on ordinary activities

Factors affecting tax charge/ (credit) 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

Profit / {loss) on ordinary activities before taxation

Profit / (loss) on ordinary activities multtplied by the standard rate of corporation tax in the UK of
26 5% (2010 - 28%)

Effects of*
Ongination and reversal of timing differences
Adjustments in respect of previous years
Group relief recevable

Total current tax charge / (credit) for the year

DIVIDENDS

Equity shares
Total dividends paid of £25 46p (2010 - £67 76p) per share

INVESTMENTS

Cost
At 1 January 2011
At 31 December 2011

Net book vailue
At 31 December 2011

At 31 December 2010

The Company's pnncipal subsidiary undertakings are hsted on page 21

Group Group

2011 2010

£ £

(722,9986) -

- 11,336

{9,042) (18,408)

{732,038) (7,072)

- 434 427
{408,947)

{408,947) 434427

{1,140,985) 427,355

Group Group

2011 2010

£ £

2,728,286 {1,551,525)

722,996 434,427

- {434,427)

9,042 (18,408)

11,336

732,038 (7,072)

Group Group

2011 2010

£ £

1,298,561 3,455,997

Shares In

group

undertaking

£

51,000
51,000
51,000
51,000

In the opinion of the Directors the aggregate value of the investment 1s not less than the amount stated in the balance sheet
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Notes to the financial statements for the year ended 31 December 2011 (continued)

DEBTORS
Group Company
2011 2010 2011 2010
Due within one year £ £ £ £
Finance debtor 26,151,653 2,555,099 - -
Trade debtors 557,009 429,284 - -
Amounts recoverable on contracts 29,846,121 - - -
Amounts owed by Parent undertaking 207,943 898,458 - -
Corporation tax - 855,549 - -
Deferred tax asset - 408,947 - -
Financial assets 26,896,709 36,565,537 - -
Prepayments and accrued \ncome 11,901,432 151,542 - -
95,560,867 41,864,416 - -
Due after more than one year
Finance debtor 294,295,860 321,330,029 - -
Amounts recoverable on contracts 59,812 22,819,169 - -
Prepayments and accrued income - 2,628 - -
Amounts owed by Parent undertaking 24,129,236 24,337,179
318,484,908 368,485,005 - -

Financial assets include amounts held within deposit accounts with a maturity of not less than 3 months from the imitial deposit
These amounts have been reclassified from cash in the prior year and the comparatives restated accordingly

The amounts recoverable on contracts includes cumulative net interest capitalised of £237,323 (2010 - £68,983) Finance debtor
includes cumulative net interest capitalised of £7 860,057 (2010 - £7,860,057)

CREDITORS
Group Company
2011 2010 2011 2010
£ £ £ £
Amounts falling due within one year
Bank loans (note 13) 11,629,120 10,845,217 - -
Less unamortised debt 1ssue costs (490,718) {493,240) - -
Amounts owed to parent undertaking 207,943 898,458 - -
Amounts owed to group undertakings 207,943 898,458 - -
Trade creditors 837,713 2,099,901 - -
interest payable 2,914,670 2,686,877 - -
Corporation tax 282,107 - - -
Other taxation and social secunty 270,309 27,678 - -
Contractor retentions 789,192 3,883,570 - -
Accruals and deferred income 1,287,681 3,234,058 - -
17,935,960 24,080,977 - -
Amounts falling due after more than one year
Bank loans (note 13) 361,487,099 354,534,290 - -
Less unamortsed debt issue costs (9,774,805) (10,265,165) - -
Amounts owed to parent undertaking 24,129,236 24,337,179 - -
Amounts owed to group undertakings 24,129,236 24,337,179 - -
399,970,766 392,943,483 - -
Analysis of debt
Debt can be analysed as falling due
In one year or less 11,837,062 11,030,285 - -
Between one and two years 11,805,744 11,535,140 - -
Between two and five years 38,451,333 35,618,899 - -
In five years or more 335,359,259 331,717,430 - -
397,453,398 389,901,754 - -
Less unamortised debt issue costs {10,265,523) (10,758,405) - -
387,187,875 379,143,349 - -

The bank loan 1s secured by a charge over the shares of the Company
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Notes to the financial statements for the year ended 31 December 2011 (continued)
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Notes to the financial statements for the year ended 31 December 2011 {continued)

LOANS

The Group has a publicly offered bond from Royal Bank of Canada for £197 8 million and a loan with European Investment Bank of
£115 mifllon The surety bond was repaid at the end of construction of Phase 7 (RVI Clinical) in March 2010, the other debt 1s

repayable in installments based on an agreed percentage amount of the total facilities per annum over the next 31 years The loans

are secured under the secunity document by a charge over all the assets of the Company

Interest on the public bond 1s fixed at 2%, interest on the EIB loan 1s fixed at 2%
linked

Both the public bond and EIB loan are index-

Subordinated debt of £24,607,000 was mjected by the Shareholders in March 2010 with a coupon rate of 12%

CALLED UP SHARE CAPITAL

Group / Company

2011 2010
£ £
Allotted, called up and fully paid
51,000 ordinary shares of £1 each 51,000 51,000
MOVEMENT IN RESERVES
Group Profit
and loss
account
£
At 1 January 2011 2,892,114
Profit for the financial year 1,587,301
Dividends paid on equity shares (note 9) (1,298,561)
At 31 December 2011 3,180,854
RECONCILIATION OF MOVEMENTS IN SHAREHOLDER'S FUNDS
Group Company
2011 2010 2011 2010
£ £ £ £
Profit / (loss) for the financial year 1,587,301 (1,124,170) 1,298,561 3,455,997
Dividends paid on equity shares (note 9) (1,298,561) (3,455,997) {1,298,561) (3,455,997)
Net addition to shareholder's funds 288,740 (4,580,1867) -
Opening shareholder's funds 2,943,114 7,523,281 -
Closing shareholder's funds 3,231,854 2,943,114 -
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Notes to the financial statements for the year ended 31 December 2011 (continued)

TRANSACTIONS WITH RELATED PARTIES

There were related party transactions between the Group and the following parties

2011 2009
£ £
Details of payments made to John Laing plc and subsidianes are as follows
Laing Investments Management Services Limited - management fees 890,100 1,035,056
John Laing Socal Infrastructure Limited - letter of credit charges - 435,457
John Lamg Social Infrastructure Limited - subordinated debt - (3,691,050)
John Laing Social Infrastructure Limited - subordinated debt principal repayment 27,760 12,713
John Laing Social Infrastructure Limited - subordinated debt interest 551,582 366,398
John Laing Social Infrastructure Limited - dividends 194,784 518,399
Details of payments made to Interserve Investments Limited and subsidianes are as follows
Faciities and lifecyle management fees 4,244 164 5,016,336
Interserve Investments Limited - letter of credit charges - 104,969
Interserve Investments Lumited - subordinated debt - (4,923,400)
Interserve Investments Limited - subordinated debt principal repayment 37,014 16,951
Interserve Investments Limited - suberdinated debt interest 735,443 482,058
Interserve Investments Limited - dividends 259,712 691,199
Details of payments made to Innisfree Secondary Fund LP and subsidianes are as follows
Innisfree Secondary Fund LP - letter of credit charges - 1,883,496
Innisfree Secondary Fund LP - subordinated debt - (15,994,550)
Innisfree Secondary Fund LP - subordinated debt principal repayment 148,054 55,090
Inmisfree Secondary Fund LP - subordinated debt interest 2,390,189 1,587,724
Innisfree Secondary Fund LP - dividends 844,064 2,246,398
Total Costs 10,322,866 (10,156,756}
Balance payable at 31 December
Laing Investments Management Services Limited 149,229 164,697
John Laing Social Infrastructure Limited 110,228 3,678,337
Interserve Investments Limited 146,971 4,904 449
Interserve FM Limited 118,993 408,940
Inrusfree Secondary Fund LP 477,655 15,939,460

Innisfree Secondary Fund LP, interserve Investments Plc and Henderson Infrastructure Holdco {Jersey) Limited are the ulbmate
shareholders of Healthcare Support (Newcastle) Holdings Limited  John Laing Social Infrastructure Limited and Laing Investment
Management Services Limited are subsidianes of Henderson Infrastructure Holdego (Jersey) Limited

RECONCILIATION OF QPERATING PROFIT TO NET CASH INFLOW FROM OPERATING ACTIVITIES

2011 2010

£ £

Cperating profit 2,222,734 3,077,949
Decrease/{Increase} in debtors 5,152,754 (66,571,266)
Increase in creditors 12,833,534 8,231,095
Net cash inflow / (outflow) from operating activites 20,209,022 (55,262,222)
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Notes to the financial statements for the year ended 31 December 2011 {continued)

RECONCILIATION CF MOVEMENT IN NET DEBT

At 1 January Other non- At 31

2011 Cash flow cash changes December 2011

£ £ £ £

Cash in hand and at bank 9,614,153 (2,521,348) - 7,092,805

Debt due within one year (10,537,045) (93,388) (2,522) {10,632,955)

Debt due after one year (368,606,304} {7,458,156) (490,360) (376,554,820)

Net debt (369,529,196) (10,072,892} (492,882) (380,094,970)
RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET DEBT

2011

£

Cash in hand and at bank (2,521,348)

Cash outfiow from increase in debt (7,551,644)

Other non cash movements (492,782)

Increase in net debt (10,565,774)

Net debt at 1 January
Net debt at 31 December

ULTIMATE PARENT UNDERTAKING

(369,529,196)
(380,094,970)

The Company Is a joint venture between Equion Health (Newcastle) Limited (80%) and Interserve Investments Limited (20%) Both
of these companies are incomporated in Great Britain and reqistered in Engliand and Wales

Page 20




HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

PRINCIPAL SUBSIDIARIES

Company name

Healthcare Support (Newcastle) Finance
plc

Healthcare Support (Newcastle) Limited

Class and percentage
of shares held

100% of ordinary shares

100% of ordinary shares
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Principal activity

To 1ssue the bonds and loan stock,
borrow the EIB loan and lend on
the proceeds thereof to the Project
Company

The construction of RVI and
Freeman hospitals for Newcastle
Healthcare National Health Service
Trust

Country of
incorporation

Great Bntain

Great Bntain




