HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

DIRECTORS' REPORT
AND
FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2009

GG

A16 20/08/2010
COMPANIES HOUSE

FRIDAY

Registered Number' 4420880

442




HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

DIRECTORS' REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009

CONTENTS

Directors and adwvisors

Directors’ report

Directors’ Responsibiiities Statement

Independent auditors' report to the members of Healthcare Support (Newcastle) Holdings Limited
Consolidated profit and loss account

Consohdated balance sheet

Company balance sheet

Conschdated cash flow statement

Notes to the financial statements

List of principal subsidharies

Page

2-3

10-17

18



HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

DIRECTORS AND ADVISORS

Directors

J Eldndge ({resigned 16 November 2009)

J Graham (appointed 16 November 2009)

| Hudson  (appointed 16 November 2009)

J Linney

R Marsden

G Pearce  (resigned 16 November 2009)

M Watson (appointed 30 June 2009, resigned 20 January 2010)
| Wells (resigned 30 June 2009)

Company secretary and registered office
R Miller

Allington House

150 Victona Street

London SW1E 5LB

Auditors

Deloitte LLP

Chartered Accountants
London

Principal bankers
Bank of Scotland

38 Threadneedle Street
London

EC2P 2EH

page 1




HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

DIRECTORS' REPORT
The Directors submet therr annual report and the audited financial statements for the year ended 31 December 2009

The company 1s owned and jointly controlled by Equion Health (Newcastle) Lirmited and Interserve PF1 2003 Limited

On 16 November 2009 Innisfree Norminees Limited acquired 20,400 £1 Ordinary Shares in Equion Health (Newcastle) Limited from
Newcastle Investment Company Limited On 20 January 2010 innisfree Nominees Lirmited acquired a {further 12,750 £1 Ordinary
Shares in Equion Health (Newcastie} Limited from John Laing Social Infrastructure Limited Equion Health (Newcastle) Limited 1s
now Jointly owned and controlled by John Laing Seccial Infrastructure Limited and Innisfree Nominees Limited

BUSINESS REVIEW AND PRINCIPAL ACTIVITIES

The pnincipal activity of the Company 1s to act as the holding company of Healthcare Support (Newcastle) Limited and Healthcare
Support (Newcastle) Finance plc

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

GOING CONCERN

The Directors have considered the use of the going concern basis in the preparation of the financial statements in hght of current
market conditions and concluded that it 1s appropnate In reaching this conclusion, the Directors have specifically considered the
Cornpany's relationships with its shareholders More information 1s provided 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 PERFORMANCE INDICATORS
The Company has met all contractual obligations pertaining to the financing of the project throughout the year under review
The Company receives iIncome from Newcastle Upon Tyne NHS Trust primarily depending on the availability of the operational

faciities, the Company suffered deductions through unavailability and performance fallures duning the year, which were then
passed onto the construction contractor

RESULTS AND DIVIDENDS

The profit for the year before taxation amounted to £10,002 416 (2008 - loss of £121,348), after taxation charge of £2,790,049
(2008 - charge of £2,949) the profit for the year was £7,212,387 (2008 - loss of £124,207)

The Directors do not recommend the payment of a dividend (2008 - £nil

PRINCIPAL RISKS AND UNCERTAINTIES

The nsk of subcontractor iInsolvency and revenue deductions are dealt with and mitigated by Healthcare Support (Newcastle)
Limited by the use of a surety bond supplied by the construction subcontractor and passing performance deductions in revenue

onto the faciitles management subcontractor The total deductions in 2008 were £176,614 (2008 nil)

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

FINANCIAL RISK MANAGEMENT
Healthcare Support (Newcastle) Limited has an indexed linked inter-company loan with Healthcare Support (Newcastle) Finance
plc, who raised an index inked public bond and bank loan The Group 1s therefore exposed to an RP1 nsk, which it mitigates with

an indexed hinked 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)

DIRECTORS

The Directors who served throughout the penod, except as noted, are shown on page 1
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 Dwrector 1s aware, there 1s no relevant audit information of whuch the Company's auditars are 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 avdit information and to establish that the Company's auditors are aware of that information

This confirmation i1s given and should be interpreted in accordance with the provision of section 418 of the Companies Act 2008
EMPLOYEES

Details of the number of employees and related costs can be found in note 6 to the financial statements on page 14

CREDITORS AND SUPPLIER PAYMENT POLICY

It1s the Group's policy to settle the terms of payment with suppliers when agreeing the terms of the transaction, to ensure that
suppliers are aware of these terms and to abide by them Trade creditors at the year end amountto 15 (2008 - 21) days of
average supplies for the year

AUDITORS

Pursuant to section 386 Comparmies Act 1985, an elective resolution was passed on 23 May 2007 dispensing with the requirement

to appoint auditors annually This election was in force immed ately before 1 October 2007 Therefore, Deloitte LLP are deemed to
continue as auditors

J L|nr;ey
Director
28 June 2010
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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT

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

Company law requires the Directors to prepare financial statements for each financiai 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 law) Under company law the Directors must not approve the
financial statements unless they are satisfied that they give a true and far view of the state of affairs of the Company and of
the profit or loss of the Company for that period In preparning these financial statements, the Directors are required lo

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

- state whether applicable 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 inappropnate 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 responsible for
safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of fraud and
other irregularities
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INDEPENDENT AUDITORS' 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 2009
which comprise the consolidated profit and loss account, the consolidated balance sheet, the company balance sheet, the consoldated
cash flow, the related notes 4 to 19 and the pnncipa!l subsidianes  The financial reporting framework that has been applied in ther
preparation is applicable law and United Kingdom Accounting Standards {United Kingdom Generally Accepted Accounting Practice)

This report 15 made solely to the Company's members, as a body, in accordance with section 495 and 496 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 mn
an auditors’ report and for no other purpese  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

As explamed more fully in the Directors’ Responsibilites Statement, the Directors are responsible for the preparation of the financial
statements and for being satisfled that they give a true and far view Our responsibility 1s 1o audit the financial statements in accordance
with applicable law and ’nternational 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 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
assessment of whether the accounting pohicies are appropriate to the Company's circumstances and have been consistently appled

and adequately disclosed, the reasonableness of significant accounting estimates made by the directors, and the overall presentation of
the financial statements

Opinion on financial statements
In our opinion the financial statements

® qive a true and fair view of the state of the Group's and Parent's Company's affarrs as at 31 December 2009 and of the
Group’s profit for the year then ended,

@ have heen properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, and

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

Opinion on other matter prescribed 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 Is
consistent with the financral 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
opirion

® adequale accounting records have not been kept, or returns adequate for our audit have not been received from branches
not visited by us, or

@ the financial statements are not In agreement with the accounting records and returns, or
® certain disclosures of Directors’ remuneration specified by law are not made, or

® we have not received all the information and explanations we require for our audit

Ross Howard {Senior Statutory Auditor)
for and on behalf of Deloitte LLP
Chartered Accountants and Statutory Auditors
London, United Kingdom
23 Jure 2010
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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

CONSOLIDATED PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 DECEMBER 2009

Notes 2009 2008

£ £

Turnover 3 18,647,110 75,441,019
Cost of sales {16,547,231) {74,632,292)
Operating profit 4 2,099,879 808,727
Net interest receivable/(payable) 8 7,902,537 {930,075)
Profit{loss) on ordinary activities before taxation 10,002,416 {121,348)
Tax on result en ordinary activities 9 (2,790,049} (2,949)
Profit/{loss) for the financial year 14 7,212,367 (124,297)

A reconciliation of movements in shareholders' funds 1s given in note 15
Alltems in the profit and loss account relate to continuing operations
There I1s no maternal difference between the resulls stated n the profit and loss account and therr historical cost equivalents

All gains and losses are recognised in the profit and loss account in the current 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 2009

Current assets
Debtors
- due within one year
- due after more than one year

Cash at bank and in hand
Current liabihties
Creditors amounts falling due within one year
Net current assets
Total assets less current ltabilities
Creditors amounts faling due after more than one year
Net assets
Capaital and reserves
Called up share capital

Profit and loss account

Shareholders’ funds

Notes

10
10

11

1

13
14

2009 2008

£ £
327,091,108 321,552,576
3,338,896 4,526,188
323,752,212 317,026,388
51,422,490 46,614,206
378,513,598 368,166,782
(34,938,507) (8,684,405)
343,575,001 359,482,377
343,575,091 355,482,377

{336,051,810)

{359,171,463)

7,523,281 310,914

51,000 51,000
7,472,281 259,914
7,623,281 310,914

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

Board of Directors and authorised for issue on®June 2010 and were signed on its behalf by

J Linney
Director
2§sune 2010
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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

COMPANY BALANCE SHEET AS AT 31 DECEMBER 2009

Notes 2009 2008
£ £
Fixed assets

Investments 7 51,000 51,000
Net assets 51,000 51,000

Capital and reserves
Called up share capilal 13 51,000 51,000
Shareholders' funds 51,000 $1,000

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

Board of Dwectors and authonsed for 1ssue onZ8June 2010 and were signed on its behalf by

Jb

J Linney
Director
2% June 2070
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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

CONSOLIDATED CASHFLOW STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2008

Note

Net cash inflow/(outflow) from operating activities 18
Returns on investment and servicing of finance

Interest receved

Interest paid

Net cash outfiow from returns on Investments and servicing of finance

Net cash inflow/(outflow) before use of liquid rescurces and financing

Taxation paid

Increase/{decrease) in cash in the year 17

Balance as at 1 January

Balance as at 31 December

RECONCILIATION OF NET CASH FLOW TQO MOVEMENT IN NET DEBT
Increase/{decrease) in cash in the year

Decrease in unamortised debt 1ssue cost

Decrease/(increase) in bond value due to inflation

Decrease/(increase) in net debt

Net debt at 1 January

Net debt at 31 December
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2009 2008
£ £

13,697,634 (50,320,487)
974,243 3,417 990
(8,284,955) (7,581 302)
(7.310,712) (4 163,312)
6,386,923 (54,483,799)
{1,578,639) (7.717)
4,808,283 {54,491 516)
46,614,206 101,105,721
51,422,490 46,614,206
2009 2008

£ £

4,808,283 (54,491,516}
{483,236) {471.014)
4,157,629 (14,302,243)
8,482,676 (B9 264,773)
(306,043,616) (236,778,843)

{297,560,940)

(306,043 616)




HEALTHCARE SUPPORT (NEWCASTLE} HOLDINGS LIMITED

a)

b)

Notes to the financial statements for the year ended 31 December 200§

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 principal accounting pelicies adopted by the
Directors, which have been applied consistently in the current and pnor year, 1s shown below

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 subsidiaries acquired or sold are consolidated for the perods from
or the date on which control passed Acquisitions are accounted for under the acquisitton method

The Company did not trade during the year and has made neither profit ner loss, nor any other recognised gain or loss
section 400 of the Companies Act 2006, no separate profit and loss account in presented in respect of the parent
company A reconciliation of movements in shareholders’ funds 1s given in note 14

Company

The Company exists to hold investments inits subsidiary that provides services under certain private finance
agreements The subsidiary 1s set up as a Special Purpose Company under non-recourse arrangements and therefare
the Company has imited its exposure to the labiihes In the event of default of the subsidiary, the exposure s imited to
the extent of the investment it has made Having reviewed the Company's investment 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 adequate resources to continue in exsstence for the foreseeable future Accordingly,
they continue to adopt the going concern basis in preparnng 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 tc continue to meet its contractual commitments, and
{c) the ability of the SWAP provider to continue to meet therr commitments

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

The subsidiary’s forecasts and projechons, taking account of reasonably possible changes in counterparty performance,
show that the subsidiary expects to be able to continue to operate

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

ERS 25 Financial Instruments Disclosure and Presentation, FRS 26 Financial Instruments Measurement and FRS 29
Financial Instruments _Disclosure Requirements

In the current year, the Group has adopted FRS 25 Financial Instruments Disclosures and Presentation, FRS 26
Financial Instruments Measurement and FRS 29 Financial Instruments Disclosures 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 apphied FRS 29 as they bhave 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

Financial assels
Financial assets have been classified into the 'leans and recewables' 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 1n an active
market are classified as 'loans and receivables’ Loans and recervables are measured at amortised cost using the
effective interest rate method, less any impairment Interest income 1s recogrised by applying the effective interest rate
except for short-term receivables when the recognmition of interest would be iImmaterat

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

Financial assets are impaired where there 1s objective evidence that as a resuit of one or more events that have
oceurred after the inthial recognition of the financial asset, the estimated future cash flows have been impacted The
carrying arnount of a financial asset 1s reduced by the imparrment directly with the exception of trade recevables which
would be reduced through the use of an allowance account, unless it 1s considered that it 1s uncollectible

The Group derecognises a financial asset only when the contractual nghts to receive the cash flows from the asset
expire, or it transfers the financial asset and substantially all the nsks and rewards of ownership of the asset to another
entity

page 10



HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

c)

e)

f

h)

N

k)

Notes to the financial statements for the year ended 31 December 2009 (continued)
ACCOUNTING POLICIES (CONTINUED)

Financial habiities

Financial habilites and equrity are classified according to the substance of the contractual arrangements entered Into
Financial habilibes, ncluding borrowings are intially measured at far value, net of transaction costs and are
subsequently measured at amorttsed cost using the effective interest rate method, with interest expense recognised on
an effective yield basis The Group de-recognises its financial iabilities when the Groups obligations are discharged,
cancelled or they expire

The effective interest rate method 15 a method of calculating amortised costs of the financial habiity and aflocating
interest expense over the relevant perniod The effective interest rate 1s the rate that exactly discounts the estimated
future cash payments through the expected life of the financial liability

Investments in subsidiary undertakings are stated at cost less provision for imparment The carrying values of these
investments are reviewed annually by the Directors to determine whether there has been any imparrment to therr values
Current asset investments are stated at amortised cost with interest receivable being recognised at a constant rate over
the hfe of the iInvestment

Turnover
All Turnover s derived entirely in the United Kingdom and is net of VAT

Finance debtor

The Company 1s an operator under & PF| contract Under the terms of the contract, substantally all the risks and
rewards of ownership of the property asset remain with Newcastle Healthcare Natronal Health Service Trust The
underlying asset 1s therefore not a fixed asset of the Company under FRS5 Application Note F and SSAP 21

Finance debtor and income recognition

Dunng the construction phase of the project, all attributable expenditure including finance costs 1s included 1in amounts
recoverable on contracts and turnover Upon the asset becoming operational, the costs are transferred to the finance
debtor Durning the operational phase, income 15 allocated between interest recervable and turnover using a constant
operating margin on costs The remainder of the PFl income will be allocated to the finance debtor

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

Operating costs

Operating costs are added to the amounts recoverable on contract during the construction penod  Following
commissioning, regular operating and mantenance costs and Healthcare Suppont (Newcastle) 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 conlract dunng the construction phase of the
contract, and then wntten off to the profit and loss account over the period 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 substantially enacted by the balance sheet date

Debt

The Group secured bond debt with Royal Bank of Canada and a loan with Eurepean Investment Bank "EIB" Both the
loan and the bond are indexed ink and subject to calcutations based on RPI (all tems) tables published by the Office of
National Statistics  Interest is payable br-annualily at an interest rate stated in note 11 on an accruals basis

Debtors
Debtors are stated at their nominal values as reduced by appropnate allowances for estimated wrecoverable amounts
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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

Notes to the financial statements for the year ended 31 December 2009 (continued)

FINANCIAL INSTRUMENTS

The Group's financial instruments are shown i the table below It 1s, and has been throughout the year under review, the Group's policy
that no trading in financial instruments be undertaken The Group has not entered into dervatives transactions  The main nsks ansing from
the company's financtal Instruments are credut nsk, interest rate nsk, kquidity nsk and inflation nsk  The Board reviews and agrees policies
for managing each of these nsks and they are summansed below These policies have remaned unchanged throughout the year The
Group has no significant foreign currency transactions  All the Group's borrowings are denominated in sterling

Categones of financial instruments
2009

Book Value Fair Value

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

£ £ £
Einancial assets
Trade and other receivables 22,806 - 22,808
Cash and short-term deposits 51,422,490 - 51,422,490
FRS 5 finance debtor 312, 468,065 - 320,129,550

363,913,361 - 371,574,886

Interest iIncome in the year 11,099,817
Ewnancial habilities
Index-linked secured bonds 347,999,465 345,183,159
Secured subordinated loan stock - commutment and letter of credit fees 8,500,000 8,568,813
Trade and other payables 12,511,205 12,511,205

- 369,010,670 366,263,177
Interest expense in the year 4,864,317
Fee axpense in the year 483,236

2008
Book Value Farr Value

Loans and receivables at
amortised cost including cash Finangal habilities at

and short-term deposits amortised cost

£ £ £
Financial assets
Trade and other receivables 349,114 349,114
Cash and shori-term deposits 46,614,206 46,614,206
FRS 5 finance debtor 128,855,758 129,858 758

176.819,078 - 176 822,078

{nterest income in the year 8,561,053
Financial iabilties
Index-inked secured bonds 350,455,701 363,747,635
Secured subordinated loan stock - commitment and letter of credit fees 8,500,000 8,827,690
Trade and other payables 8,900,167 8,900,167

- 367,855,868 381,475,492
Interest expense in the year 23,295,768
Fee expense in the year 471,014
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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

Notes to the financial statements for the year ended 31 December 2009 {continued)
FINANCIAL INSTRUMENTS (CONTINUED}

Fair values

As the index hnked bonds are not traded, the fair 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 Retail Pnce Index are constant at 2 5%
(2008 25%) The UK gilt yield curve and an assumed credit spread consistent with that of the mndex inked bond have been used in calculating an
appropnate discount rate

In the opinien of the directors the fair values of the trade and other recewvables trade and other payables and cash and short-term deposiis each equal
therr respective book values

Credit Risk

The Group's pnncipal financial assets are cash and short-term deposits, trade and other receivables and investments The Group's credit nsk 1s pnmarily
atinbutable to 11s current asset investments, for which only independently rated counterparties with a minimum fang-term senior debt rating of at least AA-
from Standard & Poor's and Aa3 from Moody' s are acceptable

For cash and short-term deposits, enly independently rated counterparties with a mirimum medium-term sentor debt rating of at least AA- from Standard &
Poor's and Aa3 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

The receivables anse from the Group's client, Newcastle Upon Tyne NHS Trust The credit and cash flow nsks are not considered significant as the chent is
a quasi-governmental organisation

The maximum exposure to cred nisk 1s the camying value of the financial assets i the table above

Interesl rale nsk/inflation Risk

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

The majonty of the Group's borrowings comprise an index Iinked secured bond Repayment of these bonds and meeting operational expendiiure

commutrments will be made from mcome which 1s itself subject 1o indexation The Group {hereby mitigates any exposure to movements In the retal pnce
Index

A 1% increase i the annual rate of inflaton would increase interest attributable to the index inked secured bond There would have been £961,000 (2008
£1683 000) increase in the interest expense for the year as 20% (2008 76%) of such interest was added 16 fong-term work in progress

A 1% in¢rease In the annual rate of inflation would alse increase in income for the year by £1,808 000 (2008 £92 000), which would be attnbutable to
interest income £2,757 000 (2008 £296 000) recognised in respect of the FRS 5 finance debtor This impact was calculated by modelling the effect of a 1%
increase ininflation on the future cash flows associated with the FRS 5 finance debtor and hence the sensitiaty In Income recogrised in the year

The Group's palicy has throughout the penod been that to ensure continuity of funding, the majonty of its borrowings should mature in more than five years

Einancial habihbes gross matupty

The following table detanls the Group's remaming contractual matunties for its financial labiities The iables have been drawn up based on the
undiscounted cash flows of financial habilies based on the earliest date on which the Group ¢an be required to pay The table includes both interest and
prncipal cash flows

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

2009
Other financial Total non-derivative Total
Borrowings liabilities financial hatlitles discount Carrylng value
£ [ £ £ £
Due on demand or within one year 20,459,549 12,511,205 32,970,754 32,970,754
Due within one to two years 10,479,072 10,479,072 10,419,072
Due within two to five years 33,033,615 33,033,615 33,033,615
Due after more than five years 292,527,229 292,527,229 292,527,229
356,499,465 12,511,205 369,010,670 - 369,010,670
2008
Other financial Total non-denvative Total
Borrowings lrabihbies financial lrabilities discount Carrying  value
£ £ £ £ £
Due on demand or within one year 2091 569 8,900,167 10 991 736 10 991 736
Due within one to two years 5,203 891 5,203,891 5,203,881
Due within two to five years 34 054 025 34 054 025 34 054 025
Due after more than five years 317,606 216 317,606,216 317 606 216
358,955,701 8,900,167 367,855,868 - 367,855 B68

Capital nsk management

The Company manages its capitai o ensure 1t 1S able to continue as a going concern and to maintain an optimal capital structure to reduce the cast of
captal The captal structure of the Company compnses equiy afnbutable to equity holders consisung of ordinary share capdat reserves and

retained eammgs as disclosed in Notes 14 and 15 and cash and cash equivalents and borrowings as disclosed in Note 17
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HEALTHCARE SUPPORT (NEWCASTLE) HOLDINGS LIMITED

Notes to the financial statements for the year ended 31 December 2009 (continued)

TURNOVER
2009 2008
Turnover in the penod 1s analysed as follows £ £
Construction income 10,078,031 69,862,144
Concession unitary income 6,320,585 2,395,391
Other 2,248,494 3,183,484
18,647,110 75,441,019
OPERATING PROFIT

The Company did not trade dunng the year and has made neither profit nor loss, nor any other recognised gain or loss As

2009 2008

Operating profit i1s stated after charging £ £
Fee payable for the audit of the Company's annual accounts 2,416 2,416

Fee payable for the audit of the Healthcare Support {Newcastle} Limuted 11,969 11,869

Fee payable for the audit of the Healthcare Support {Newcastle) Finance plc 3,094 3,094

Fees payable to the Group auditors for the audit of the Group's annual
DIRECTORS' REMUNERATION

No Directors recewved any remuneration for services to the Company dunng the current year (2008 - £nil) The Company 1s
managed by secondees from the shareholders under a management services contract

STAFF NUMBERS

The Company had no employees dunng the penod {2008 - mily

INVESTMENTS Shares
in group
undertaking
£
Cost and net book value
At 1 January 2009 51,000
Additions -
At 31 December 2009 51,000

The Company's pnncipal subsidiary undertakings are listed on page 18

in the opinion of the Directors the aggregate value of the investment in subsidiairies 1s not less than the amount slated in

the balance sheet

NET INTEREST RECEIVABLE/{PAYABLE)

2009 2008
£ £

Interest receivable and similar income
Interest recewvable on bank deposits 974,243 3,417,890
Interest recevable on finance debtor 10,125,574 5,143,063
Interest receivable capitalised (974,243) {3,417,990)
10,125,574 5,143,063

Interest payable and similar charges

Interest payable on bank loans and overdrafis (4,864,317) (23,295,768}
Amortised debi issue costs (483,236) (471,014}
Interest payable capitalised 3,124,516 17,693,644
(2,223,037) (6,073,138}
Net interest recevable/(payable) 7,902,537 (930,075}
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Notes to the financial statements for the year ended 31 December 2009 {continued)

TAX ON PROFITHLOSS) ON ORDINARY ACTIVITIES

Analysis of charge for the penod

Current tax

UK corporation tax

Prior year adjustments

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

Factors affecting the tax charge for the cument penod

2009 2008

£ £
(2,797,988) (7 940)
7,939 4 991
(2,790,049} (2,949)

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

the profit before tax are as follows

Profi/(loss) on ardinary activities before tax

Profit/(loss) on ordinary actwlies multiplied by the applicable
rate of corporation tax in the UK of 28% (2008 - 28 5%)

Subsidiary taxed at small companies rate of 21% (2008 - 20 75%)

Subsidiary tax losses not recogrused for deferred tax purposes

Total current tax charge for the year

2009 2008

£ £
10,002,416 (121 348)
(2,800,676 34,584
2,688 2,965

- (45 489)

(2,797 ,988) {7 940)

For the year ended 31 December 2008 the blended UK rate of 28 5% 1s applied due to the change 1n the UK corporation tax rate fr

As at 31 December 2009 there 15 a deferred tax asset not recogrused of £nil (2008 £159,609)

DEBTORS
Due within one year

Finance debtor

Amounts recoverable on contract
Trade debtors

VAT debtor

Corporatron tax

Prepayments and accrued income

Due after more than cne year
Finance debtor
Amounts recoverable on contract

The amounts recoverable on contracts/finance debtor includes cumulative net interest capitaiised of £1 364 162 (2008 ~credit

£786 111)

CREDITORS

Amounts falling due within ona year
Loan and sub debt

Less unamortised dabt 1ssue costs
Trade creditors

Amounts owed !0 fellow subsidiary undertakings
Carporation tax

VAT

Contractor retenticns

Other creditors

Accruals and deferred income

Interest payable

Amounts falling due after more than one year
interest payable

Contractor retentions

Bank loans and overdratts (note 12)

Less unamortised debt 1ssue costs

Analysis of debt

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

Less unamorhsed debt ssue costs

2009 2008
£ £

2,938,150 2,073,061
135,002 541,633
22,806 349,114

. 320,446

- 18 536

242,938 1,223 308
3,318,896 4 526 168
109,529,315 427 782 697
14,222,297 189 243 691
323,762,212 317,026 368
2009 2008

£ £
13,437,086 -
(493,573) .
689,843 8,706
312,546 -
1,192,874 -
786,773 -
3,716,656 3275219
144,176 245,087
7,636,090 3,063,824
7,516,036 2,081,560
34,938,507 8,684,405
. 4,208 310

11,894 2,307,331
346,798,321 384 393 036
{10,758,405) (11 735 214)
336,051,610 359 171 463
13,437,086 -
10,479,072 5,203,891
33,033,615 34,054,025
303,285,634 325 135 120
360,235,407 364,393,036
{11,251,978) (11 735,214)
348,983,429 352,657,822
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Notes to the financial statements for the year ended 31 December 2009 (continued)

LOANS

The Group has a publicly offered bond from Royal Bank of Canada for £197 8 million, a loan with European
Investment Bank of £115 milkon and a surety bond with Laing O" Rourke of £8 5 millon  The surety bond was repaid
at the end of construction of Phase 7 (RVI Clirucal) in March 2010, the other debt 1s repayable in installments based
on an agreed percentage amount of the tota! facihihes per annum over the next 31 years The loans are secured

under the secunty 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% and interest on the surety bond 1s

fixed at 9% Both the public bond and EIB loan are index-linked

CALLED UP SHARE CAPITAL 2009

Allotted, called up and fully paid
Ordinary Shares at £1 each 51,000

MOVEMENT IN RESERVES

At 1 January 2009
Retained profit for the financial year

At 31 December 2009

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS

Profit/{loss) for the financial penod

Other recogrused gains and losses relating to the year {(net)
Profit/(loss) for the financtal year

Opening shareholders' funds

Closing shareholders' funds

RECONCILIATION OF OPERATING PROFIT TQO NET CASH INFLOW/(OUTFLOW) FROM OPERATING ACTIVITES

Operating profit

Increase in debtors
Ingrease In creditors

Net cash inflowf{outflow) from operating activities

page 16

2008

£

51,000

Profit and
loss account

£

259,914

7,212,367

7,472,281
2009 2008
£ £
7,212,367 (124,297)
7,212,367 (124,297)
310,914 435 211
7,523,281 310,914

#REF

2009 2008
£ £
2,099,879 808,727
(3,506,951) (63,071,677
15,104,707 11,942 464
13,697,634 (50,320,487)
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Notes to the financial statements for the year ended 31 December 2009 (continued)

ANALYSIS OF NET DEBT

Cashflow At 31
At 1 January 2009 Non cash items  December 2009

£ £ £ 4

Cash in hand and at bank 46 614,206 4,808,283 - 51,422,489
Bebt within 1 year - - (12,943,513) (12,943,513)
Debt due more than 1 year (352 657,822) - 16,617,906 {336,039,9186)
NET GROUP DEBT (306,043,616} 4,808,283 3,674,393 {297,560,940}

TRANSACTIONS WITH RELATED PARTIES

Outstanding

Company name Service provided Cost amount
£ £

Laing Investment Management Management services 933,465
Services Limited

933,465 94,718
John Laing Social Infrastructure  Letter of credit charges 220,000 -
Limited
Interserve FM Limited fFaciities management 2,921,128 190,328
Interserve Investments Limited Letter of credit charges 110,000 27,500
Total transactions with related parties 4,184,593 312,546

Innisfree Secondary Fund LP Interserve Investments Plc and Henderson Infrastructure Holdco (Jersey) Limited are the ultimate
shareholders of Healihcare Support (Newcastle) Holdings Limited  John Laing Social Infrastructure Limited and Laing Investment
Management Services Limited are subsidianes of Henderson Infrastructure Holdco (Jersey) Limited

ULTIMATE PARENT COMPANY

At 31 December 2009 the Company i1s owned and jointly controlled by Equion Health (Newcastle) Limited and Interserve PFI 2003
Limited The Directors consider there to be no ulimate controlling party or ultimate parent company
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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 ardinary 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
incerporation

Great Bntain

Great Britain




