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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

DIRECTORS' REPORT
The Directors submit therr annual report and the audited financial statements for the year ended 31 December 2012

The company 1s owned and jointly controlled by Equion Health {Newcastle} Limited and Interserve PF1 2005 Limited

BUSINESS REVIEW AND PRINCIPAL ACTIVITIES

The pnncipal activity of the group 1s to design, develop and fund the construction of the Royal Victona Infirmary and Freeman Hospital
on behalf of the Newcastle Upon Tyne Hospitals NHS Foundation Trust Financial close was achieved on 4 May 2005 The
concession penod I1s 38 years

Via Healthcare Support {Newcastle} Holdings Limited, John Laing Infrastructure Fund Limited, Interserve PFI 2003 Limited and
Innisfree Nominees Limited invested £1,000 share capital John Laing Infrastructure Fund Limited and Innisfree Nominees Ltd acting in

its capacity as nominee on behalf of Innisfree PFl Secondary Fund invested subordinated debt of £37 milion and £16 0 million
respectively on 4 March 2010, with Interserve PFi 2003 Limited investing £4 9 millton on 8 March 2010

During the year Interserve PFI 2005 Limited acquired the shares of Interserve PFI 2003 Limited

GOING CONCERN

The Dhrectors have consilered the use of the going concern basis in the preparation of the financial statements in ight of current
market conditions and concluded that it 1s appropnate in reaching this cenclusion, the Directors have specifically considered the
Group's relationship with its iImmediate parent company More information 1s provided in note 1 to the financial statements

FUTURE DEVELOPMENTS
There has been a delay to the completion of Phase 8, which had been scheduled to be handed over during 2013 The Group will be

kept whole through the recetpt of Liquidated Damages from the building contractor It 1s anticipated that this phase will be available to
the Trust later in 2013

KEY PEFORMANCE INDICATORS

The Group has met all contractuat obligattens pertaining to the financing of the project throughout the year under review

RESULTS AND DIVIDENDS

The profit for the year before taxation amounted to £1,788,414 (2011 - £2,728,286 profity After taxation of £29,744 (2011 - £1,140,985
taxation charge) the profit for the year was £1,758,670 {2011 - £1,587,301 profit)

During the year the Company paid a dividend of £1,254,353 (2011 - £1,298,561)
PRINCIPAL RISKS AND UNCERTAINTIES

The Group's construction nsk 1s fully passed down via the building contract that Healthcare Support (Newcastle) Limuted entered with
the bullding contractor

The operating cosi nsk is fully passed down to the facity management service provider via the facidities management contract

FINANCIAL RISK MANAGEMENT

Healthcare Support (Newcastle) Limited has an indexed linked inter-company loan with Healthcare Support (Newcastle) Finance plc,
who raised an index linked pubhc bond and bank loan The Group 1s therefore exposed to RPI nisk, which it miigates with an indexed
linked unitary contract with the Newcastle Upon Tyne Hospitals NHS Foundation Trust, therefore all inflationary nsk 1s transferred
outside the Group

Further information on the financial nsks are included at note 2
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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

DIRECTORS' REPORT (continuad)

AUDITORS

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 mformation of which the Company's auditor 15 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 1s given and should be interpreted in accordance with the provision of section 418 of the Companies Act 2008
DIRECTORS

The Birectors who served throughout the year, and to the date of this report are listed below

| Hudson (Resigned 20th January 2012)

J Graham

J M Linney

R J Marsden

R Sheehan (Appointed 29th May 2012 and Resigned 7th December 2012}
S M Jones (Resigned 7th December 2012)

N Crowther {Appointed 7th December 2012)

EMPLOYEES

Details of the number of employees and related costs can be found in note € to the financial statements on page 14

AUDITOR

Deloitie LLP have indicated their wilingness to be reappointed for ancther term and appropnale 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

Robert Marsden
Director
30 May 2013
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HEALTHCARE SUPPORT (NEWCASTLE) HOLOINGS LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT

The Dwectors 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 finangial year Under that law the Directors have elected
to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (Unted Kingdom
Accounting Standards 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
year In prepaning these financial statements, the Directors are required to

- select sutable 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 1s inappropriate to presume that the
Company will continue in business

The Directors are responsible for keeping adequate accounting records that are sufficent 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 responsible for safeguarding the assets of the Company
and hence for taking reasonable steps for the prevention and detection of fraud and other iregulanties
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INDEPENDENT AUDITOR'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
2012 which comprise the consolidated profit and loss account, the consohdated and Company balance sheet, consolidated cashflow
statement and the related notes 1 to 21 The financial reporting framework that has been applied in thewr preparation 1s applicable
law and United Kingdom Accounting Standards {(United Kingdom Generally Accepted Accounting Practce)

This report 1s made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act
2006 OQur audit work has been undertaken so that we might state to the Company’s members those matters we are regquired 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 report, or for the
cpinions we have formed

Respective responsibilities of Directors and auditor

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

Scope of the audit ofthe 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 misstaterment, whether caused by fraud or error This includes an
assessment of whether the accounting policies are appropnate to the Group's and parent Company's circumstances and have been
consistently applied and adequately disclosed, the reasonableness of significant accounting estimates made by the Directors, and
the overall presentation of the financial statements In addition, we read all the financial and non-finangia! information in the annual
report to identify materal inconsistencies in the audited financial statements If we become aware of any apparent matenat
misstatements or inconsistencies we consder the implications for our report

Opimnon 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 affairs as at 31 December 2012 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

o have been prepared in accordance with the requirements of the Compamies Act 2006

Opimon on other matter prescribed by the Companies Act 2006

In our opinion the information given 1n the Directors’ Report for the financial year for which the financial statements are prepared 1s
consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report n respect of the following matters where the Companies Act 2006 requires us to report to you if, in our
opinion
» adequate accounting records have not been kept by the parent Company, or returns adequate for our audit have not been
receved from branches not visted by us, or
» the parent Company financial statements are not in agreement with the accounting records and returns, or
o certain disclosures of Directors’ remuneration specified by law are not made, or

e we have not receved all the information and explanations we require for our audit

Jacqueline Holden FCA (Senmior Statutory Auditor)
for and on behalf of Delorte LLP
Chartered Accountants and Statutory Auditor

Lendon, United Kingdom
30 May 2013
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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

CONSOLIDATED PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 DECEMBER 2012

Tumover

Cost of sales

Operating profit on ordinary activities before interest
Net interest (payable) / receivable

Profit on ordinary activites before taxation

Tax on profit on ordinary activiies

Profit for the financial yoar

A reconciliation of movements in shareholder's funds 1s given in note 16

All items 1n the profit and loss account relate to continuing operations

Notes

2012 2011

£ £
13,084,784 18,263,246
(9,582,706) {16,040,512)
3,502,078 2,222,734
{1,713,664) 505,562
1,788,414 2,728,286
(29,744) (1,140,985)
1,758,670 1,587,301

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

equivalents

All gains and losses are recogrised in the profit and loss account n 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) HOLONGS LIMITED

CONSOLIDATED BALANCE SHEET AS AT 31 DECEMBER 2012

Current assets
Debtors
- due wathin one year
- due after more than one year
Cash at bank and in hand
Current liabihities
Creditors amounts faling due within one year
Net current assets
Total assets less current habilities
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

2012 2011
£ £
414,306,170 414,045,775
102,891,351 95,560,867
311,414,819 318,484,908
10,622,999 7,092,805
424,929,169 221,138,580
{19,521,031) (17,935,960)
405,408,138 403,202,620
405,408,138 403,202,620

(401,671,966)

(399,970,766)

3,736,172 3,231,854

51,000 51,000
3,685,172 3,180,854
3,736,172 3,231,854

The consglidated financial statements of Healthcare Support (Newcastie) Holdings Limited, registered number 4420880, were

approv y they Bgard of Directors and authorised for issue on 30 May 2013 They were signed on its behalf by

Robert Marsden
Director
30 May 2013
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HEALTHCARE SUPPORT (NEWCASTLE) HOLONGS LIMITED

COMPANY BALANCE SHEET AS AT 31DECEMBER 2012

Fixed assets
Investments

Current assets
Debtors

- due within one year
- due after more than one year

Current habilities
Creditors amounts fallng 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

Shareholder's funds

The financial stat

Robert Marsden
Director
30 May 2013
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Notes

10

"

11

12

12

14

14

(24,236,236)

2012 2011

£ £

51,000 51,000
24,236,236 24,337,179
- 207,943
24,236,236 24,129,236
24,236,236 24,337,179
- (207,943}
24,236,236 24,129,236
24,287,236 24,180,236

(24,129,236)

§1,000 51,000
§1,000 51,000
51,000 51,000

ents of Healthcare Support (Newcastie) Holdings Limited, registered number 4420880, were approved by the
Board phDirectorg and authonsed for issue on 30 May 2013 They were signed on ts behalf by




HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

CONSOLIDATED CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2012

Notes 2012 2011
£ £

Net cash inflow from operating activities 18 26,583,227 20,209,022
Returns on investments and servicing of finance
Interest recewved 432,099 384,630
Interest and cther financing costs paid {10,071,157) {11,346,444)
Net cash outflow from returns on investments and servicing of finance (9,638,058) (10,961.814)
Taxation (573,448) 450,504
Equity dividends paid (1,254,353) {1,298,561)
Net cash inflow before use of iquid resources and financing 15,117,368 8,399,151
Financing
Secured loan repaid (11,587,174) (10,920,499)
Net cash (outflow}/inflow from financing (11,587,174} (10,920,499)
Increase / (Dacreasa} in cash in the year 18 3,530,194 (2,521,348)
Reconciliation to net debt
Net debt at 1 January 2012 (380,094,970) (369,529,196)
Increase / {Decrease) in cash in the year 3,530,194 (2,521,348)
Movement In borrowings 211,689 {7.551,644)
QOther non-cash changes {490,441 492,782
Not debt at 31 December 2012 19 (376,843,529 (380,094,970)
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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

a)

b)

Notes to the financial statements for the year ended 31 December 2012
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 law

and accounting standards A summary of the pnncipal accounting policies adopted by the Directors which have been applied consistently
threughout the current and preceding year, 15 shown below

Company

The Company exists to hold investments In its subsidiary that provides services under certain pnvate finance agreements The subsidiary 1s
set up as a Special Purpose Company under non-recourse arangements and therefore the Company has limited its exposure to the
labiities In the event of default of the subsidiary, the exposure 1s hmited to the extent of the investment it has made Hawving reviewed the
Campany's investmant portfolio 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 adeguate resources to continue In exisience for the foreseeable
future Accordingly, they continue to adopt the going concern basis in preparing the financial statements

Group

The current economic conditions create some uncertainty, including with respect fo
{a) the ability of key sub-contractors te continue io meet contractual commitments, and
(b) the ability of the debt provider to continue to meet its contractual commitments

The Directors have also considered the ability of government authonties to continue te 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 enquines the Direclors have a reasonable expectation that the Company has adequate resources to continue 1n operational
existence for the foreseeable future Accordingly they contrue to adopt the going concern basis in prepanng the annual report and
accounts

15 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 Group consists of Healthcare Support (Newcastle) Holdings Limited, Healthcare Support (Newcastle) Limited
and Healthcare Suppor {Newcastle) Finance Plc The results of subsidianes acquired or sold are consolidated for the penods from or the
date on which control passed Acquisiions are accounted for under the acquisiton method The Group made a profit before tax of
£1,788,415 (2011 - £2,728 286 profit) for the financial year As permitted by s408 of the Companies Act 2006, no separate prefit and loss
account In presented in respect of the parent company A reconciliation of movements in equity shareholders' funds i1s given in note 16

FRS 25 Financial Instruments Disclosure and Presentation and FRS 26 Financial Instruments Measurement Disclosure Reguirements

financtal assets and financial llabilities are recogmised tn 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 receivables' category which include cash and cash equivalents based on the
nature and purpose of the financial assels

Trade recevables and other recevables that have fixed or determinable payments that are not quoted in an active market are classified as
'loans and recevables’ Loans and recewvables are measured at amortised cost using the effective interest rate method less any
impairment Interast income 1s recognised by applying the effective interest rate except for short-term recervables when the recognition of
interest would be immatenal

Cash and cash equivalents comprse cash on hand, demand deposits and other short-term highly iquid invesiments that are readily
convertible into cash and are subject to an insignificant nsk of change In value

Financial assets are impared where there 1s objective evidence that as a resull of one or more events that have occurred after the instial
recognition of the financial asset the estimated future cash flows have been impacted The carrying amount of a financial asset Is reduced
by the impairment directly with the exception of frade recevables which would be reduced through the use of an allowance account, unless
it 1s considered that it 1s uncollecuble

The Group de-recognises a financial asset only when the contractual nghts to receive the cash flows from the asset expire, or It transfers
the financial asset and substantally alt the nsks and rewards of ownership of the asset to another entity
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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

)

d)

e

)]

h

)

k)

Notes to the financial statements for the year ended 31 December 2012 (continued)
ACCOUNTING POLICIES (continued)

Financial ltabilities

Financial habihties and equity are classified according 1o the substance of the contractual arrangements entered into Financial kabilifies,
including borrowings are mtially measured at fair value net of ransaction costs and are subsequently measured at amortised cost using the
effective interest rate method, with nterest expense recognised on an etfective yield basis The Group de-recognises its financial habities
when the Groups obligations are discharge d, cancelled or they expire

The effective interest rate method 15 a method of calculating amortised costs of the financial babiity and allocating interest expense over the
relevant penod The effective interest rate 1s the rate that exactly discounts the estimated future cash payments through the expecied bfe 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 therr values Current asset investments are stated
at amortised cost with interest receivable being recogmsed at a constant rate over the life of the investment

Turnover
All Turnover s denved entirely In the United Kingdom and 1s net of VAT

Finance debtor

The Group i3 an operator under a PFl contract Under the terms of the contract substanbally all the nsks and rewards of ownershuip of the
property asset remain with the Newcastle Upon Tyne Hospitals NHS Foundation Trust The underlying asset 15 therefore not a fixed asset of
the Group under FRS5 Application Note F and SSAP 21

Finance debtor and incom e recegnition

Dunng the construction phase of the project, all attnbutable expenditure including finance costs are included in amounts recoverable on
confracts and turnover Upon the asset becommng operational, the costs are transfemed to the finance debtor Duning the operational phase,
ncome 15 allocated between Interest recelvable and temover using a constant operating margin on costs The remainder of the PFI income
will be allocated to the finance debtor

Operating cost s
Operating costs are added to amounts recoverable on contract dunng the construction penod 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 dunng the construction phase of the contract, and then wntten off

to the profit and loss account ov er the penod of concassion

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

In accordance with FRS1%9 ‘Deferred Tax', deferred taxation 1s recogmsed in respect of all iming 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 tn 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 siatements that anse from the inclusion of gains and losses in tax assessments in penods different from
those in which they are recogrised n the financial statements

A net deferred tax asset 1s regarded as recoverable and therefore recognised only when, on the basis of all available evidence it can be
regarded as more likely than not that there will be sutable taxable profits from which the future reversal of the underlying tming differences
can be deducted Deferred tax 18 measured at the average tax rates that are expected to apply in the penod in which the timing differences
are expected fo reverse based on the tax rates and laws that have been enacted or subsiantially 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 durng the
construction period This treaiment ceases on COMMISSIONtNg

Debt

The Group onginally secured bond debt with Royal Bank of Canada and a loan with the European [nvestment Bank “EIB" Both the loan and
the bond are index hnked and subject to calculations based on RPI {all tems) tables published by the Office of National Statistics Interest s
payable bi-annually at an interest rate stated w1 note 13 on an accruals basis

Secured subordinated debt is initially stated at the amount of the net proceeds after deduction of related 1ssue costs The carrying amount s
increased by the finance cost in respect of the accounting penod and reduced by payments made in that perod

Debtors
Debtors are s tated at their norminal values as reduced by appropnate allowances for estimated irecov erable amounts

Cash

Cash compnse cash at bank and in hand and short term deposits with onginal matunity 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 2012 {continued)

FINANCIAL INSTRUMENTS

The Group's financial mstruments are shown In the table below It 15, and has been throughout the year under review, the Group's
policy that no trading in financiat mstruments be undertaken The Group has not entered into denvatives transactions The mamn
nsks ansing from the company's financial instruments are credit nsk, interest rate nisk, iquidity nsk and inflation nsk  The Board
reviews and agrees policies for managing each of these nsks and they are summansed below These policies have remained
unchanged throughout the year The Group has no significant foreign currency transactions Al the Group's borrowings are

denominated in sterling

Categones of financial instruments

2012
Book Value Fair Value
Loans and receivables at Financia!
amortised cost including liabilities at
cash and short-termm amortised cost
deposits
£ £ £
Financial assets
Trade and other recewables 997,854 - 997,854
Cash and short-term deposits 33,779,293 - 33,779,293
FRS 5 finance debtor 316,823,379 - 372,741,712
351,600,526 - 407,518,859
Interest incomae In the year 22,791,796
Financial liabilities
Index-linked secured bonds - 374,112,899 350,901,533
Secured subordinated loan stock - 24,236,236 32,170,890
Trade ang other payables - 8,382,710 8,382,710
- 406,731,844 391,455,133
Interest expense In the year 21,311,497
Fee expense In the year 486,518
2011
Book Value Fair Value
Loans and receivables at Financial
amortised cost including llabilitles at
cash and short-term amortised cost
deposits
£ £ £
Financial assets
Trade and other recevables 557,009 - 557,009
Cash and short-term deposits 33,989,514 - 33,989,514
FRS § finance debtor 320,447 513 - 334,398,235
354,994,036 - 368,944,758
Interest income in the year 31,002,347
Financial liabilities
Index-hinked 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 - 6,098 566 6,099 566
- 403,552,964 452,883,299
Interest expense In the year 27,319,018
Fee expense in the year 488,400
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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

Notes to the financial statements for the year ended 31 December 2012 (continued)

FINANCIAL INSTRUMENTS (continued)

Fair values

As the index inked bonds are not traded the far value of the index linked bond has been calculated by discounting the expected future cash flows at
prevailing interest rates Expected future cash flows have been calculated assuming that future increases in the Retall Prnce Index are constant at 2 5%
(2011 -2 5%) The UK gilt yield curve and &n assumed credit spread consistent with that of the index inked bond have been used in calcutating an
appropnate discount rate

In the opimien of the Directors the fair values of the trade and other recervables, trade and other payables and cash and short-term deposits each equal
thetr respective book values

Gredit Risk

The Group's pnncipal financial assets are cash and short-term deposits trade and other recewvables and investments The Group's credit nsk 1s
primanly attributable to its current asset investments, for which only independently rated counterparties with a miumum long-term senior debt rating of at
least AA- from Standard & Poor's and Aa3 from Mocdy' s are acceptable

For cash and short-term deposits only independently rated counterparties with a minimum medium-tesm senior debt rating of at least A from Standard &
Peor's and A1 from Moody's are accepted

Should the ratings of existing counterparties fall below these levels the Company and #s senior lenders each have the nght to require that an
acceptable replacement counterparty be appointed Given the current market conditions and reduction to the credit rating of Lioyds TSB plc a waver
was obtained from the the Majonty Creditors to continue to use Lioyds TSB plc as Account Bank and for holding of Authonsad Investments

The recervables anse from the Group s client, the Newcastle Upon Tyne Hospitals NHS Foundation Trust The credit and cash flow nsks are not
considered significant as the client 1s a quasi-governmental crganisation

Interest rate risk/inflation risk
All borrowings are at fixed rates other than index-linking, and therefore no interest rata nsk anses on them Interest rate nsk anses on the Group s cash
and shor-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 mads from income which 15 itself subject to indexation The Group thereby mitigates any exposure to movements in the RPI

A 1% increasa i the annual rate of mAaton would increase interest attnbutable to the index linked secured bond There would have been £3 825 522
(2011 - £3 809 613) increase In the interest expense for the year

A 1% increase In the annual rate of inflation would also increase income for the year by £307,873 (2011 - £289,518)

Liquidity risk

The Group's policy has throughout the penad been that, to ensure continurty of funding the majority of its borrowings should mature i mere than five
years

Financial liabilities gross maturity

The following table detals the Group's remaining contractual matuntes for s financial labilities The tables have been drawn up based on the
undiscounted cash flows of financial liabilities based on the earliest date on which the Group can be required to pay The table includes both interest
and principal cash flows

The gross matunty profile of the Group's non-dervative financial habilities at 31 December was as follows

2012
Cther financial Total non-derivative Carrying
Borrowings liabilities financial liabilities value
£ £ £ £
Due on demand or within one year 16,000,995 3,260,600 19,261,696 19,261,595
Due within one to two years 12,526,030 - 12,526,030 12,526,030
Due within two to five years 39,888,610 - 39,888,610 39,888,610
Due after more than five years 334,309,120 - 334,309,120 334,309,120
402 724,765 3,260,600 405 985,365 405985155

2011

Other financial Total non-denvative

Borrowings ltabilities financial habilites Camying value
£ £ £ £
Due on demand or within one year 14,543,780 3122529 17,666 319 17,666,318
Due within one to two years 11,805,744 - 11,805 744 11,805 744
Due within two to five years 38 451,332 - 38 451,333 38 451 333
Due after more than five years 335 359 259 - 335,359 259 335,359 259
400,160,126 3,122,529 403 282 655 403,282 655

Capital risk management

The Campany manages its capital to ensure it 1$ able to continue as a going concern and to maintain an optmal capital structure to reduce the cost of
capttal The capital structure of the Company compnsas equity attnbutabie to equity holders consisting of ordinary share capital, reserves and retained
eamings as disclosed 1n Notes 14 and 15 and cash and cash equivalents and borrowings as disclosed in Note 18 In March 2010 Equion Health
(Newcastle} Limited and Interserve PF1 2003 Limited njected £19,685 600 and £4,921,400 of subordinated debt respectively Dunng the year Interserve
PFI 2005 Limited acquired the shareholding of Interserve PFI 2003 Limited 1 Healthcare Support (Newcastle) Holdings Limited
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HEALTHCARE SUPPORT (NEWCASTLE) HOLONGS LIMITED

Notes to the finandal statements for the year ended 31 December 2012 (continued)

TURNOVER

Tumover In the year s analysed as follows
Construction revenue

Concession unitary income

Other revenue

OPERATING PROFIT ON ORDINARY ACTIVITIES BEFORE INTEREST

Operating profit on ordinary activities before interest 1s stated after charging

Fees payable to the Company’s auditor for the audit of the Company's annual accounts
Fees payable to the Company's auditor for the audit of Healthcare Support (Newcastle)
Finance plc's annual accounts

Fees payable to the Company’s auditor for the audit of Equion Health (Newcastle)
Limited's annual accounts

Construction costs

Operating and maintenance costs

Other overhead costs (excl audit)

Group Group
2012 2011

£ £
474,295 7,086,764
7,959,855 7,178,347
4,650,634 3,008,135
13,084,784 18,263,246
Group Group
2012 2011

£ £

12,668 12,753
3,297 3,297
2,575 2,574
3,556,208 7,086,764
9,316,861 8,904,516
247,628 30,559

DIRECTORS' REMUNERATION

No Directors recerved any remuneration for services to the Company during the current or prior year The Company's
subsidiary 1s managed under a Management Services Agreement by Laing Investments Management Services Limited

STAFF NUMBERS

The Company had no employees dunng the year {2011 - nil)

NET INTEREST (PAYABLE) / RECEIVABLE

Interest receivable and similar income
Interest recevable on bank deposits
Interest recevable on finance debtor
Interest recevable capitalised

interest payable and similarcharges
Interest payable on bank loans and overdrafts
Interest payable to parent undertakings
Amorhised debt issue costs

Capitalised interest

Net interest (payable} / receivable

Group Group
2012 2011

£ £

453,473 491,222
22,342,268 30,519,579
(3,945) (4.274)
22,791,796 31,006,527
(21,311,498) (27,319,018)
(2,892,854) (2,930,880)
(486,518} {488,400)
185,410 237,323
{24,505,460) (30,500,975)
(1,713,664} 505,552

Page i {




HEALTHCARE SUPPORT (NEWCASTLE) HOLONGS LIMITED

10

Notes to the finanaal statements for the year ended 31 December 2012 {(continued)

TAX ON PROFIT ON ORDINARY ACTIVITIES

Group Group

2012 2011

Analyss of tax charge for the year £ £

Current tax

UK corporation tax (438,161) (722,996)

Adjustments in respect of previous penods 408,417 (9,042)

Total current tax (29,744) (732,038)
Deferred tax

B/f tax losses from 2010 - (408.947)

Total deferred tax - (408,847}

Total tax charge on profit on ordinary activities {29,744) (1,140,985)

Factors affectng tax charge for the current year

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

corporation tax to the toss before tax are as folows

Group Group
2012 2011
£ £
Profit on ordinary actvities before taxation 1,788,414 2,728,286
Profit on ordinary actvities multiphed by the blended rate of corporation tax in the UK of
24 5% (2011 - 26 5%) {438,161) {722,996)
Effects of
Adjustments m respect of previous years 408,417 (9,042)
Total cument tax charge for the year (29,744} (732,038)
As at 31 December 2012 there 1s a deferred tax asset £mil (2011 - £nil}
DIVIDENDS
Group Group
2012 2011
£ £
Equity shares
Total dwidends paid of £24 60p (2011 - £25 46p) per share 1,254,352 1,208,561
INVESTMENTS
Shares in
group
undertaking
£
Cost
At 1 January 2012 51,000
At 31 December 2012 51,000
Net book value
At 31 December 2012 51,000
At 31 December 2011 51,000

The Company's prncipal subsidiary undertakings are hsted on page 20

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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HEALTHCARE SUPPORT (NEWCASTLE} HOLDINGS LIMITED
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Notes to the finanaal statements for the year ended 31 December 2012 {continued)

DEBTORS

Due within one year

Finance debtor

Trade debtors

Amounts recoverable on contracts
Amounts owed by Parent undertaking
Corporation tax

Financial assets

Prepayments and accrued income

Due after more than one year

Finance debtor

Amounts recoverable on contracts
Amounts owed from Parent undertakings

Group Company
2012 2011 2012 2011
£ £ £ £
29,644,796 26,151,653 - -
997,854 557,009 - -
33,490,002 29,846,121 - -
- 207,943 - 207,943
261,596 - - -
23,156,294 26,896,709 - -
15,340,809 11,901,432 - -
102,891,351 95,560,867 - 207,543
287,178,563 294,295,860 - -
- 59,812 - -
24,236,236 24,129,236 24,236,236 24,129,236
311,414,819 318,484,908 24,236,236 24,129,236

The amounts recoverable on contracts indudes cumulative net interest capitalised of £211,155 (2011 - £237,323) Finance
debtor includes cumulative net interest capitakised of £7,860,057 (2011 - £7,860,057)

CREDITORS

Amounts falling due within one year
Bank loans {note 13)

Less unamortised debt issue costs
Amounts owed to parent undertaking
Amounts owed to group underiakings
Trade creditors

Interest payable

Corporation tax

Other taxation and social secunty
Contractor retentions

Accruals and deferred income

Amounts falling due after more than one year
Bank loans (note 13)

Less unamortised debt 1ssue costs

Amounts owed to parent undertaking

Amounts owed to group undertakings

Analysis of debt

Debt can be analysed as falling due
In one year or less
Between one and two years
Between two and five years
In five years or more

Less unamortised debt issue costs

Group Company
2012 2011 2012 2011
£ £ £ £
11,625,374 11,629,120 - -
(487,052) {490,718) - -
- 207,943 - 207,943
- 207,943 - -
1,638,117 837,713 - -
4,375,621 2,914,670 - -
- 282,107 - -
746,489 270,309 - -
1,016,360 789,192 - -
606,122 1,287,681 - -
19,521,021 17,935,960 - 207,943
362,487,524 361,487,099 - -
{9,288,030) (9,774,805) - -
24,236,236 24,129,236 24,236,236 24,129,236
24,236,236 24,129,236 - -
401,671,966 399,970,766 24,236,236 24,129,236
11,625,374 11,837,062 - 207,943
12,526,030 11,805,744 468,081 113,419
39,888,610 38,451,333 942,256 1,009,145
334,310,064 335,359,259 22,825,899 23,006,672
398,350,078 397,453,398 24,236,236 24,337,179
(9,775,082} {10,265,523) - -
388,574,996 387,187,875 24,236,236 24,337 479

The bank foan 1s secured by a charge over the shares of the Company
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Notes to the finanaal statements for the year ended 31 December 2012 (continued)
LOANS

The Group onginally had a publicly offered bond from Royal Bank of Canada for £197 8 mullien and a loan with European
investment Bank of £115 milion The other debt 1s repayable in instalments based on an agreed percentage amount of the
total facilities per annum over the next 26 - 29 years (the EIB loan having the shorter maturity) The loans are secured under
the security document by a charge over ali the assets of the Company

Interest on the public bond 1s fixed at 2 187% per annum and interest on the EIB loan 15 fixed at 2 1492% per annum (coupon
of 1 9592% and margin of 0 19%) Both the public bond and EIB loan are index inked

Subordinated debt of £24 607,000 was injected by the then shareholders in March 2010 with a coupon rate of 12% per

CALLED UP SHARE CAPITAL
Group / Company

2012 2011
£ £

Allotted, cdled 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 2012 3,180,854

Profit for the financial year 1,758,670

Dividends pad on equity shares (note 9) (1,254,352)

At 31 December 2012 3,685,172

RECONCILIATION OF MOVEMENTS IN SHAREHOLDER'S FUNDS

Group Company

2012 2011 2012 2011

£ £ £ £

Profit for the financial year 1,758,670 1,587,301 1,350,254 1,587,301

Dwidends pawd on equity shares (note 9) {1,254,352) (1,298,561) {1,254,353) {1,298,561)

Net addition to shareholder's funds 504,318 288,740 95,901 288,740

Opening shareholder's funds 3,231,854 2,943114 3,231,854 2,943,114

Closing shareholder's funds 3,736,172 3,231,854 3,327,755 3,231,854
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Notes to the finandal statements for the year ended 31 December 2012 (continued)

TRANSACTIONS WITH RELATED PARTIES

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

Detalls of payments made to John Laing plc and subsidianes are as follows
Laing Investments Management Services Limited - management fees
John Laing Social Infrastructure Limited - subordinated debt principal repayment
John Laing Socual Infrastructure Limited - subordinated debt interest
John Laing Socal Infrastructure Limited - dividends

Detalls of payments made to Interserve Investments Limited and subsidianes are as
follows

Facilities and lIifecyle management fees

Interserve PFIl 2005 Limited - subordinated debt principal repayment

interserve PFI 2005 Lirmited - subordinated debt interest

interserve PFI 2005 Limited - dividends

Details of payments made to Inmisfree PFI Secondary Fund and subsidianes are as
follows

Innisfree PFI Secondary Fund - subardinated debt principal repayment

Innisfree PFI Secondary Fund - subordinated debt interest

Innisfree PFl Secondary Fund - dividends

Total Costs

Balance payable at 31 December
Laing Investments Management Services Limited
John Laing Social Infrastructure Limited
Palio (No 15) Limited
Interserve PF1 2005 Limited
Interserve FM Limited
Innisfree PFI Secondary Fund

2012 2011
£ £
307,904 890,100
15,141 27,760
219,747 551,582
188,153 194,784
730,145 1,664,226
5,070,274 4,244,164
20,188 37,014
292,997 735,443
250,871 259,712
5,634,331 5,276,333
65,613 148,054
761,791 2,390,189
815,329 844,064
1,642,733 3,382,307
5,007,208 10,322,866
- 149,229
- 110,228
328,818 -
438,423 146,971
9,207 118,993
1,424,876 477,655

Inmisfree PFI Secondary Fund, Interserve Investments Plc and John Laing Infrastructure Fund Limited are the ulbmate
shareholders of Healthcare Support (Newcastie) Holdings Limited Palio (No 15) Limited 15 a whelly owned subsidiary of John

Laing Infrastructure Fund Limuited

RECONCILIATION OF OPERATING PROFIT ON ORDINARY ACTIVITIES BEFORE INTEREST TO NET CASH INFLOW

FROM OPERATING ACTIVITIES

QOperating profit on ordinary activities before interest
Decrease n debtors

Increase in creditors

Net cash inflow from operating activities

Page 17

2012 2011

£ £
3,502,078 2,222734
2,482,156 5,152,754
20,598,993 12,833,534
26,583,227 20,209,022
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Notes to the finandal statements for the year ended 31 December 2012 {continued)

RECONCILIATION OF MOVEMENT IN NET DEBT

At 1 January Other non- At 31

2012 Cash flow cashchanges December 2012

£ £ £ £

Cash in hand and at bank 7,092,805 3,530,192 - 10,622,997
Debt due within one year (10,632,955) 211,689 (3,666) (10,424,932}
Debt due after one year (376,554,820) - (486,775) (377,041,595)
Net debt {380,094,970) 3,741,881 {490,441) {376,843,530)

RECONCILIATION OF NET CASH FLOW TC MOVEMENT IN NET DEBT

2012
£
Cash 1n hand and at bank 3,530,192
Cash ocutflow from increase in debt 211,689
Other non cash movements (490,441)
Decrease in net debt 3,251,440
Net debt at 1 January 2012 {380,094, 970)
Net debt at 31 December 2012 (375,543,530)

ULTIMATE PARENT UNDERTAKING

The Company 1s a joint venture between Equion Health (Newcastle) Limited (80%) and Interserve PFI 2005 Limited (20%)
Both of these companies are incorporated in Great Britain and registered m England and Wales
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HEALTHCARE SUPPORT {(NEWCASTLE) HOLONGS LIMITED

PRINCIPAL SUBSIDIARES

Company name

Healthcare Support {Newcastle) Finance
ple

Healthcare Support (Newcastle) Limited

Class and percentage
of shares held

100% of ordinary shares

100% of ordinary shares

Page 2

Principal activity

To 1ssue the bonds and loan stock,
borrow the EIB loan and lend on
the proceeds thereof to Healthcare
Support (Newcastie) Limited

The construction of RVI and
Freeman hosprtals for Newcastle
Upon Tyne Hosptals NHS
Foundation Trust

Country of
incorporation

Great Brtain

Great Bntain




