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TRANSFORM SCHOOLS {NORTH LANARKSHIRE) LIMITED
DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2009

The directors have pieasure in presenting their annua! report together with the audited financial statements and
auditors' report for the year ended 31 December 2009

Principal Activities and Business Review

On 24 May 2005, the Company entered into a Private Finance Initiative (PFI) concession contract with North
Lanarkshire Council to design, buld, finance and provide services within twenty-four primary and secondary
schools The concession contract finishes on 31 March 2037

No change in the Company's activities 1s anticipated

Results and Dividends

The results for the year are set out on page 7 The profit for the year after taxation amounted to £197,000 (2008
£563,000) The directors do not propose to pay any dividend in respect of the penod ended 31 December 2009
(2008 £Nily The directors expect the Company to continue 1ts operattons for the foreseeable future

Key performance indicators
The key performance indicaters during the construction and operational stage are

# 5chools become available on the scheduled date, and
» the net cash-flow 1s 1n ine with or better than forecast

As at 31 December 2009, the construction programme was complete, with minor works outstanding

As at 31 December 2009, the cumulative net cash outflow before financing was £135 Sm, compared to a forecast
value of £138 7m The vanance 15 due to a iming difference which I1s expected to reverse over the course of the
project

Financial Risk Management
The financial nsks which the Company 13 exposed to are credit nsk, interest rate nsk and hiquidity nisk

Credit nsk

The Company's credit nsk 1s pnmarily attnbutable to its trade and finance lease receivables, each of which arise
from 1ts sole client, North Lanarkshire Counc!  The credit and cash-flow risks are not considered significant as the
client 1s a quas! governmental organisation

Interest rate nsk

The majonty of the Company's borrowings compnse an index-inked secured bond and an index-linked secured
loan Repayment of these loans, and meeting operational expenditure commitments, will be made from income
which 15 itself subject to iIndexation The Company thereby mitigates any exposure to movements in the retail price
index

Liquidity nsk

The Company's hquidity nsk 1s pnncipally managed throught financing the group by means of long term
borrowings, with an amortising profit that matches the expected availabihty of funds from the Company's operating
activities In addition, the Company maintains reserve bank accounts to provide short term liquidity against future
debt service and other expenditure requirements
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TRANSFORM SCHOOLS (NORTH LANARKSHIRE) LIMITED
DIRECTORS' REPORT (Continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

Supplier payment policy

The Company's policy 1s to pay supphers thirty days from the date of receipt of the supplier's agreed invoice,
unless otherwise contractually agreed, and this policy 1s made known to all suppliers on request The number of
suppliers’ days outstanding at the end of the financial period was 19 days (2008 4 days)

Directors

The following persons were directors of the Company during the year -
J Graham

CL Spencer (resigned 16 July 2009)

R K Sheehan

K Walker {appointed 16 July 2009)

HM Wils {resigned 31 March 2010)

A Campbell (appainted 31 March 2010)

Provision of Information to Auditors
Each of the persons who s a director at the date of approval of this report confirms that

(1) so far as the director 1s aware, there 1s no relevant audit information of which the company's auditors are
unaware, and

(2) the director has taken all the steps that he/she ought to have taken as a director in order to make
himself/herself aware of any relevant audit information and to establish that the company's auditors are aware
aware of that information

This confirmation s given and should be interpreted in accordance with the provisions of s418 of the Companies
Act 2006

Auditors

Delotte LLP have indicated therr willingness to be reappointed for another term and appropriate arrangements
have been put in place for them to be deemed reappointed as auditors in the absence of an AGM

Registered Office
The Company's Reqgistered Office 1s 6th Floor, 350 Euston Road, Regent's Place, London NW1 3AX

By Order of the Board,

R K Sheehan
Director

26 Apnil 2010
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TRANSFORM SCHOOLS (NORTH LANARKSHIRE) LIMITED
STATEMENT OF DIRECTORS® RESPONSIBILITIES

The directors are responsible for preparing the Annual Report and the financial statements 1n accordance with
applicable law and regulations

Company law reguires 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 apphcable law) Under company
law the directors must not approve the financial statements unless they are satisfied that they give a true and
farr view of the state of affars of the company and of the profit or loss of the company for thta period In
preparing these financial statements, the directors are required to

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

» state whether applicable UK Accounting Standards have been followed, subject to any matenal departures

® prepare the financial statements on a going concern basis unless it 1$ 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 posttion 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 irregulanties

The directors are responsible for the maintenance and integrity of the corporate and financial information

included on the company's website Legislation in the United Kingdom governing the preparation and
dissemination of financial statements may differ from legislation in other junsdictions
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TRANSFORM SCHOOLS (NORTH LANARKSHIRE) LIMITED
RESPONSIBILITY STATEMENT

We confirm that to the best of our knowledge

a) the financial statements, prepared in accordance with the applicable set of accounting standards, give a true

and farr view of the assets, labilities, financial position and profit of Transform Schools (North Lanarkshire)
Limited as at 31 December 2009, and

b) the Directors' report includes a far review of the development and performance of the business and the

financial position of Transform Schools (North Lanarkshire) Limited, together with a description of its
principal nsks and uncertainties

Signed on behalf of the Board of Directors of Transforrm Schools (North Lanarkshire) Limited on 26 Apnl 2010

R K Sheehan
Director
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INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF
TRANSFORM SCHOOLS (NORTH LANARKSHIRE) LIMITED

We have audited the financial statements of Transform Schools (North Lanarkshire) Limited for the year ended 31
Cecember 2009, which compnse the Profit and Loss AccountBalance Sheet and the related notes 1 to 18 The
financial reporting framework that has been applied n their preparation 1s applicable law and Unided Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the company’s members, as a body, In accordance with section Chapter 3 of Part 16
of the Companies Act 2006 Our audit work has been undertaken s¢ that we might stale to the company's
members those matters we are required to state to them in an auditors’ report and for no other purpose To the
fullest extent permitted by {aw, 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 responsibifities of directors and auditors

As explained more fully in the Directors' Responsibilties Statement, the directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and fair view

Qur responsibility Is to audit the financial statements in accordance with applicable law and Internaticnal Standards
on Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Boards's (APB's)
Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounis and disclosures in the financial statements sufficient to
give reasconable assurance that the financial statements are free from matenal misstatement, whether caused by
fraud or error This includes an assessment of whether the accounting policies are appropnate to the 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

Opinion on financial statements
In our opinion the financial statements

s give atrue and fair view of the state of the company's affarrs as at 31 December 2009 and of its profit for the
year then ended,

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

» 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 1$ consistant 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 ff, tn our opimon

¢ adequate accounting records have not been kept, or returns adequate for our audrt have not been receved
from branches not visited by us, or

« the financial statements are not in agreement with the accounting records and returns or
e 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

s

Andrew J Kelly (Senior Stdtutory Auditor)

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditors
Londen, United Kingdom

26 Apnil 2010
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TRANSFORM SCHOOLS (NORTH LANARKSHIRE) LIMITED
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2009

Turnover

Cost of sales

Gross profit

Net operating expenses

Operating profit

Finance costs {net)

Profit on ordinary activities before taxation

Tax on profit on ordinary activities

Profit on ordinary activities after taxation for the financial year

2009 2008
Notes £'000 £000
2 8,221 30,798
(7,029} (29,457)
1,192 1,341
(1,132) (1,245)
3 60 96
4 214 698
274 794
5 (77) (231)
14 197 563

All the Company's activities were denved from continuing operaticns in the United Kingdom

There were no recognised gains or losses for ether the current year and the preceding year other than those stated in the profit
and loss account above, consequently no statement of total recogmsed gains and losses 1s presented
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TRANSFORM SCHOOLS (NORTH LANARKSHIRE) LIMITED

BALANCE SHEET
AT 31 DECEMBER 2008

Fixed assets
Tangible assets

Current assets

Investments

Construction work in progress

Debtors - due within one year

Debtors - FRS 5 finance debtor due within one year
Cash at bank and in hand

Deferred tax asset

Debtors - FRS 5 finance debtor due after more than cne year

Current habilities
Creditors amounts falling due within one year
Borrowings amounts falling due within one year

Net current assets
Total assets less current habilities

Creditors amounts falling due after more than one year
Borrowings
Net assets

Capital and reserves
Called up share capital
Profit and loss account
Shareholders’ funds

These financial statements were approved by the Board of Directors on 26 Apnl 2010

and signed on its behalf by -

M ddsleedin

R K Sheehan
Director
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Notes
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10

1
12

12

13
14
15

2009 2008
£'000 £000

1 13

11 13
15,605 13,440
2,277 3,338
11,658 11,126
164 2,474
29,704 30,378
165,640 165,281
{3,495) (4,260)
{5,772) (5,134
(9,267} (9,394)
186,077 186,265
186,088 186,278
(183,346} (183,733)
2,742 2,545
10 10
2,732 2,535
2,742 2,545




TRANSFORM SCHOOLS (NORTH LANARKEHIRE) LIMITED
NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED 31 DECEMRBER 2008

Accounting policies

A summary of the pnncipal accounting policies of the company, all of which have been applied consistently
throughout both the current year and preceding year, 1s set out below

a) Basis of preparation

The financial statements have been prepared in accordance with apphcable United Kingdom law and accaunting
standards and under the tustoncal cost convention They include the result of the activities descnbed in the
directors' report, alt of which are continuing

The current economic condiions create some general uncertanty The Direclors have reviewed the Group's
supply chain and do not believe thal any specific nsk has been wentified The Directors have also considered the
ability of the council to continue to pay unitary fees due under the concession contract to the Group and do not
consider this to be a matenal nsk The Group's forecasts and projections, taking account of reasonably possible
counterparty performance, show the Group expects to be able to continue to operate for the full term of the
concession After making enquines, the Directors have a reasonable expectation that the Group has adequate
resources 10 continue in operational existence for the foreseeable future Accordingly, they continue to adopt the
going concemn basis in preparing the annual report and accounts

FRS 25 Financial Instruments Presentation and FRS 26 Financial Instruments Recognition and Measurement
FRS 25 and FRS 26 are required to be adopted by listed companies Transform Schools (North Lanarkshire)
Funding plc (a Group company), holds listed debt and has therefore prepared its accounts in accordance wath
FRS 25 and FRS 26 The Company, its Parent and all Subsidianes of Transform Schools {North Lanarkshire)
Holdings Limited adopted FRS 25 and FRS 26 to ensure that consistent accounting policies are applied within the
Group

FRS 26 provides the requirements for the measurement, recognition and derecegnition of financial nstruments
Adoption of the standard results in the measurement of the Company's financial habdities at amortised cost using
the effective interest rate method

FRS 29, which requires certain disclosures in respect of financial instruments, 1 applicable for penods beginming
on or after 1 January 2007 and 1s required for entites applying FRS 26 The Company has elected to take the
exemptions permitted in FRS 29 as the results are included in the publicly available consolidated financial
statements of Transform Schools (North Lanarkshire) Holdings Limited, which include disclosures that comply
with FRS 29

b} Cash flow staterment

The Company 1s exempt from the requirement of Financial Reporting Standard No 1 (Revised) 1996 to prepare a
cash flow statement as it1s a whally-owned subsidiary of Transform Schools (North Lanarkshire) Holdings Limited,
which prepares consolidated financial statements that include a cash flow statement and are publicly available

c) Turmover

Turnover, which 1s stated net of value added tax, represents amounts invoiced for services provided in the year

It has been determuined in accordance with FRS 5 Application Note F "Pnvate Finance Initiatve and Simiar
Contracts” that the balance of nsks and rewards denved from the underlying asset 1s not borne by the company
and accordingly the asset created under the contract has been accounted for as a FRS 5 finance debtor

d) Taxation

Current tax 1s provided at amounts expected to be paid or recovered using the tax rates and laws that have been
enacted, or substantively enacted, by the balance sheet date Deferred tax 1s provided in full on timing differences
which result in an cbligation at the balance sheet date to pay more tax, or a nght to pay less lax, at a future date,
at rates expected to apply when they crystallise based on current tax rates and law Timing differences anse from
the inclusion of tems of income and expenditure In taxatton computations in penods different from those 1n which
they are included tn financial statements Deferred tax assets are recognised to the extent that it i1s regarded as
more likely than not that they will be recovered Deferred tax assets and habsities are not discounted

e) Construction Work in Progress
All construction costs including the capitalised interest on finance up to the date of commssion and incidental
costs are recorded as construction work In progress
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TRANSFORM SCHOOLS (NORTH LANARKSHIRE) LIMITED
NOTES TO THE ACCOUNTS {Continued)
FOR THE YEAR ENDED 21 DECEMBER 2009

Accounting policies (Continued)

f) Tangible Fxed Assets

Tangble fixed assets are stated at cost less accumutated depreciation and any prowision for impairment Cost
represents onginal purchase cost Depreciation 1s provided at rates calculated to wnie off the cost less any
residual value of these assets on a straight-ine basis (IT equipment 33% per annum, plant and equipment 10%
per annum) over their estimated useful lives commencing when the assets are brought into use

) Financial habilities and equity

Financial hiabilities and equity are classified according to the substance of the contractual amangements entered
nto An equity instrument 15 any contract that ewidences a residual interest in the assets of the company after
deducting all of its habiites Other nstruments are classified as liabilihes If they contain an abhgaton to transfer
economic benefits and If they are not included in shareholders' funds The finance cost recogrised in the profit
and loss account 1n respect of capital instruments other than equity shares is aliocated over the term of the
mstrument

g) Finance costs
Finance costs in relation to the senior secured bonds are recogrised at a constant rate i accordance with the
carrying value of these bonds

h) Senior secured bonds and loans

Senior secured bonds and term loans are imitially stated at the amount of the net proceeds after deduction of
related 1ssue costs The carrying amount 15 ncreased by the finance cost in respect of the accouting penod and
reduced by payments made In that pencd The index-linked secured bonds and index-inked secured term loan
are each valued at amortised cost, using the effective interest rate method, taking account of projected indexation
across the term of the hability

1) FRS 5 finance debtor

The FRS 5 finance debtor recorded 15 equal to the amounts due for the farr value of the property The FRS §
finance debtor 1s reduced In subsequent years as payments are received Revenues received from North
Lanarkshire Council are apportioned between capital repayments and operating revenue The "finance income”
element of the capital repayment 1s recorded using a property-specific rate and 1s shown within interest recewable
The remaining payments, being the full amounts receved less the capital repayment and the imputed finance
charge, are recorded within eperating profit

Turnover

2009 2008
Turnover by ongin and destination £'000 £000
United Kingdom 8,221 30,798
Operating profit

2009 2008
Cperating profit i1s stated after charging £'000 £000
Depreciation of equipment 2 2
Auditors' remuneration for the audit of company’s annual accounts 14 17

The directors received no salary, fees or other benefits from the Company in the performance of ther duties in
either the current year or preceding year The Company has no employees tn the current year or preceding year
All costs of the directors and other staff are borne by the shareholders of the ultimate parent companies, who
second therr employees to the Company

Finance costs (net) 2009 2008

£'000 £000
Bank interest recevable 147 449
Interest receivable on FRS 5 finance debtor 11,188 10,319
Interest receivable and similar income 11,335 10,768
Interest and fees payable on secured senior loan (9,303) (10,118)
Interest payable on secured subordinated loan stock {1,818) {1.202)
Interest payable and similar charges (11,121} {11,320}
Less amounts camtalsed - 1,250
Finance costs (net) 214 6598
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TRANSFORM SCHOOLS (NORTH LANARKSHIRE) LIMITED
NOTES TO THE ACCOUNTS (Continued)
FOR THE YEAR ENDED 31 DECEMBER 2009

Taxation

Current tax
Deferred tax

Tax reconciliation
Profit on ordinary activities before taxation

Profit on ordinary activities multiplied by standard rate of
corporation tax in the UK of 28%

Effects of

Corporation tax rate at 30%
Corporation tax paid for year ended 31 December 2006

Current tax charge for the year

Investments

Treasury Deposits

Shown as
Current assets

Tangible Fixed Assets

Cost

At 1 January 2009
Additions

At 31 December 2009

Depreciation

At 1 January 2009
Charge for the year
At 31 December 2008

Net Book Value
At 1 January 2009
At 31 December 2009
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2009 2008
£'000 £'000
(77) (231)
{77) {231)
274 794
(77 (223)

- (4)

- 4)

{(77) (231)
2009 2008
£'000 £'000
15,605 13,440
15,605 13,440
15,605 13,440

Plant &

Equipment Total
£'000 £'000
23 23

23 23

10 10

2 2

12 12

13 13

11 12
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TRANSFORM SCHOQLS (NORTH LANARKSHIRE) LIMITED
NOTES TO THE ACCOUNTS (Continued)
FOR THE YEAR ENDED 31 DECEMBER 2008

Construction work In progress 2009 2008
£'000 £000
At 1 January - 11,440
Interest payable and other financing costs - 1,250
Construction and related costs 518 11,255
Transferred to FRS 5 finance debtor {518) (23,545)
Al 31 December - -
Debtors - due within one year 2009 2008
£000 £'000
Trade debtors 1,742 2,900
Prepayments 255 33
Accrued income 280 107
2,277 3,338
Debtors - FRS 5 finance debtor
2009 2008
£'000 £'000
At 1 January 176,407 152,037
Transferred from construction work in progress 518 23,945
Less councll income recewved in the year {10,815) (9,894)
Add interest Income accruing 11,188 10,318
At 31 December 177,298 176,407

Included in the FRS 5 finance debtor s an amount of £165,640,000 (2008 £165,281,000) due after more than

one year
Craditors - due within one year 2009 2008
£'000 £'000
Accruals and deferred income 1,383 2,290
Trade creditors 17 690
Accruals 1,489 748
VAT creditor 503 305
Corporation tax payable 3 227
3,495 4,260
Borrowings 2009 2008
£'000 £'000
Borrowings
Amounts owing o Transform Schools (North Lanarkshire} Funding ple 169,118 188,867
189,118 188,867
Borrowings are repayable in the foltowing penods £'000 £'000
Within one year 5,772 5134
Between one and two years 5,646 6,072
Between two and five years 19,369 16,000
After five years 158,331 161,661
189,118 188 867
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TRANSFORM SCHOOLS (NORTH LANARKSHIRE) LIMITED
NOTES TO THE ACCOUNTS {Centinued)
FOR THE YEAR ENDED 31 DECEMBER 2009

Borrowings (continuad)

The bonds and EIB loan are secured by a fixed and floating charge over the whele of the Company's undertaking
and assets The bond and loan contract conlain covenants regarding, inter aha, performance by the Company of
financial and non-financial obligations under the PFI contract  In circumstances of non-comphance, lenders’ nghts
include direction of the Company's business, requirements for immediate repayment, and enforcement of secunty

The secured subordinated loan stock has been subscnbed by the parent company, Transform Schools (North
Lanarkshire) Holdings Limited The loan stock bears interest at a rate of 7 55% above the 6-month LIBOR,and 1s
repayable in instalments between 2009 and 2033 It 1s secured by second fixed and floating charges over the
undertaking, property, assets and nghts of the Company

Called up share capital 2009 2008
£'000 £000
Allotted, 1ssued and fully pard share capital
10,000 Ordinary Shares of £1 each 10 10
10 10
Profit and loss account 2009 2008
£'000 £'000
At 1 January 2,535 1,972
Profit for the year 197 563
At 31 December 2,732 2,535
Reconciiation of movements in shareholders' funds 2009 2008
£'000 £'000
Opening shareholders’ funds 2,545 1,982
Profit for the year 197 563
Closing shareholders' funds 2,742 2,545
Capital commitments 2009 2008
£'000 £'000
Contracted but not provided for - 728

Ulttmate parent undertaking and controlling parties

The Company 15 a wholly-owned subsidiary of Transform Schools (Nerth Lanarkshire) Holdings Limited, which is
incorporated in Great Britain and registered in England and Wales The Direclors consider the ulimate controling
parties to be Balfour Beatty Plc and Inmisfree Limited acting as manager for Inisfree PFI Fund Il LP, in equal
shares

The only company in which the result of Transform Schools (North Lanarkshire) Limited are consolidated s
Transform Schools (North Lanarkshire) Holdings Limited Copies of the financial statements are available from the
registered office at 6th Floor, 350 Euston Road, Regent’s Place, London NW1 3AX

Related party transactions

As a wholly- owned subsidiary of Transform Schools (North Lanarkshire) Heldings Lirmited, the company has
taken advantage of the exemption in FRS 8 'Related party disclosures’ from disclosing related party transactions
with other group companies within these financial statements
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