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Transform Schools (North Lanarkshire) Holdings Limited
For the year ended 31 December 2013

Group strategic report

The directors have pleasure 1n presenting their annual strategic report together with the directors’ report, auduted
financial statements ang auditor's report for the year ended 31 December 2013

Business review

On 24 May 2005, the Group entered 1nto a Private Finance Imhative (PFI) concession contract with North
Lanarkshire Council to design, build, finance and provide services for twenty-four primary and secondary schools
The concession contract finishes on 31 March 2037

Results for the financial year are shown on page 7 of this report

Key performance indicators

The key performance indicators during the construction stage were

. schools became available on the scheduled date, and

s  the net cash flow 1s 1n line with or better than forecast

As at 31 December 2013, the construction programme was complete, with no werks outstanding
During the operational stage, the key performance indicators are

s profit after tax for the year, which was £1,947k (2012 £1,517k), and

» net assets at the year end, which was £3,927k (2012 £3,930k)

The Directors consider that the performance of the company during the year was satisfactory

Financial risk management

The financial risks which the Company 1s exposed to are credit nsk, interest rate risk and hquidity nsk  The
directors’ approach to financial nsk management 1s provided 1n note 15

Approved by the Board of Directors
and signed on behalf of the Board

R K Sheehan
Director

28 Apnil 2014
Registered office

8 White Oak Square
London Road
Swanley

Kent

London

BR8 TAG




Transform Schools (North Lanarkshire) Holdings Limited
For the year ended 31 December 2013

Directors’ report

The directors have pleasure in presenting their annual report for the year ended 31 December 2013

Results and davidends

The result for the year 1s set cut on page 7 The profit for the year after taxation amounted to £1,938,000 (2012
£1,517,000) The directers paid dividends of £1,950,000 1 respect of the pertod ended 31 December 2013 (2012
£1,500,000) The directers expect the Company to continue 1ts operations for the foreseeable future

Going concern

The Group believes that future economic benefits will cover the obligations that arose from the financing of the
construction of the project for North Lanarkshire Council

The directors have also considered the abihity of North Lanarkshire Council (the Council) to continue to pay the
Unitary fees, due under the Concession contract, to the Group and do not consider this to be a material nsk  The
Group's forecasts and projections, taking mto account reasonably possible counterparty performance, show the
Company expects to be able to continue to operate for the full term of the concession

After making enquiries, the directors have a reasonable expectation that the Group has adequate resources to continue
n operational existence for the foreseeable future Accordingly, they continue to adopt the going concern basis n
preparing the financial statements

Key Performance Indicators

Refer to the Group strategic report, which 1s included on page 1 for details of the Company’s key performance
indicators

Risk

Refer to the Group strategic report, which 1s included on page | for details of the key risks facing the Company

Directors
The following were directors of the Company during the year

J Graham

R K Sheehan

R W Christie (resigned 07 08 13)
J E Haan

S L Jones (appoimnted 07 08 13)

Directors indemnities

The Company has made qualifying third party indemnity provisions for the benefit of its directors which remain in
force at the date of this report

Directors' share interests

No director had any interest in the issued share capital of the Company or any other Group Company at 31 December
2013 (2012 £ml)

Political contributions

The Company made no political contnibutions durmg the year (2012 £ml)




Transform Schools (North Lanarkshire) Holdings Limited
For the year ended 31 December 2013

Directors’ report

Registered office

8§ White Oak Square
London Road
Swanley

Kent

London

BRE TAG

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

¢ 3o far as the director 1s aware, there 1s no relevant audit information of which the company’s auditor 1s unaware,
and

¢ the director has taken all the steps that he/she ought to have taken as a director 1n order to make lamselfherself
aware of any relevant audit information and to establish that the company’s auditor 15 aware of that information

Thus confirmation 1s given and should be interpreted n accordance with the provisions of 5418 of the Companies Act
2006

Deloitte LLP have expressed their willingness to continue 1n office as auditor and a resolution to reappoint them wall
be proposed at the forthcoming Annual General Meeting

Approved by the Board of Directors
and signed on behalf of the Board

T bt oA

R K Sheehan |
Director

28 Apnl 2014

Registered office

8 White Oak Square
London Road
Swanley

Kent

London

BR8& TAG




Transform Schools (North Lanarkshire) Holdings Limited

Directors’ responsibilities statement

The directors are responsible for prepanng the strategic report, annual report and the financial statements 1n
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law) Under company law the directors
must not approve the financial statements unless they are sansfied 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 period In prepanng these financial
statements, the directors are required to

select suntable accounting pohictes 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
disclosed and explained n the financial statements, and

prepare the financial statements on the going concern basis unless 1t 1s mnappropnate to presume that the company
will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explaimn the
company’s transactions with reasonable accuracy at any tune the financial position of the company and to 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 wregularities

The directors are responsible for the mantenance 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 1n other junsdictions




Independent auditor’s report to the members of
Transform Schools (North Lanarkshire) Holdings Limited

‘We have audited the financia! statements of Transform Schools (North Lanarkshire} Holdings Limited for the year
ended 31 December 2013 which compnse the Group profit and loss account, the Group and Parent Company balance
sheets, the Group cashflow statement and the related notes 1 to 22 The financial reporting framework that has been
applied n therr preparation 1s apphicable law and United Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Practice)

Thus 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 QOur audit work has been undertaken so that we might state to the Company’s members those
matters we are required to state to them 1n an auditor’s report and for no other purpose To the fullest extent
permutted 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 opimons we have formed

Respective responsibilities of directors and auditor

As explamed more fully 1n the Directors’ Responsibilities Statement on page 4, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and far view  Qur responsibility 15
to audit and express an opinion on the financial statements in accordance with applicable law and International
Standards on Auditing (UK and Ireland) Those standards require us 1o comply with the Auditing Practices Board’s
Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaimng evidence about the amounts and disclosures 1n the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or
error This includes an assessment of whether the accounting policies are appropriate to the Group’s circumstances
and have been consistently apphed and adequately disclosed, the reasonableness of sigmficant accounting estimates
made by the directors, and the overall presentation of the financial statements In addition, we read all the financial
and non-financial information in the annual report to 1dentify matenal inconsistencies with the audited financial
statements and to identify any information that 1s apparently matenally mcorrect based on, or materially inconsistent
with, the knowledge acquired by us 1n the course of performing the audit  If we become aware of any apparent
material msstatements or inconsistencies we consider the impheations for our report

Opimon on financial statements

In our opmmon the financial statements

s give a true and fair view of the state of the Group’s and Parent Company's affairs asat 31 December 2013 and of
its profit for the year then ended,

¢ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, and
s have been prepared 1n accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Compames Act 2006

In our opinion the information in the Strategic Report and Directors’™ Report for the financial year for which the
financial statements are prepared 15 consistent with the financial statements




Independent auditor’s report to the members of
Transform Schools (North Lanarkshire) Holdings Limited (continued)

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Compamies Act 2006 requires us to report to
you if, in our opmion

* adequate accounting records have not been kept by the parent company, 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 recerved all the informatton and explanations we requure for our audit

Makhan Chahal ACA

for and on behalf of Detottte LLP

Chartered Accountants and Statutory Auditor
London, Umted Kingdom

30 Apnl 2014




Transform Schools (North Lanarkshire) Holdings Limited

Group profit and loss account
For the year ended 31 December 2013

Group
2013 2012
Notes £°000 £°000
Turnover 2 7,426 7,377
Cost of sales {6,632) (6,313)
Gross profit 794 1,064
Net operating expenses (588) (685)
Operating profit 3 206 379
Finance income (net) 4 2,328 1,663
Profit on ordinary activities before taxation 2,534 2,042
Tax on profit on ordinary activiies 5 (596) (525)
Retained profit on ordinary activities after taxation for the financial
year 17 1,938 1,517

Continuing Operations
All the Company’s activities were derived from continuing operattons i the United Kingdom
Statement of total recognised gains and losses

There were no recognised gains or losses for either the current year and the preceding year other than those stated 1n
the profit and loss account above, consequently no statement of total recogmsed gains and losses 1s presented




Transform Schools (North Lanarkshire) Holdings Limited

Group Balance Sheet
As at 31 December 2013

Fixed assets
Investments
Tangible assets

Current assets

Investments

Construction work 1n progress

Debtors due within one year

Debtors finance debtor due within one year

Debtors finance debtor due after more than one
year

Cash at bank and n hand

Current liabihties
Creditors amounts falling due wathin one year
Borrowings amounts falling due within one year

Net current assets

Total assets less current liabilities

Creditors: amounts falling due after more than
one year

Borrowings

Loan stock

Net assets

Capatal and reserves
Called up share capital
Profit and loss account

Total equity shareholders’ funds

Notes

10
11

11

12

13
14

16
17

18

Group Company
2013 2012 2013 2012
£000 £°000 £000 £000
- - 60 60
4 6 - -
4 6 60 60
14,480 15,756 - -
2,594 2,585 - i
12,779 13,473 - -
161,251 161,578 - -
380 383 - -
191,484 193,775 - -
(3,506) (3,651) - -
(7,236) (6.824) - -
(10,742) (10,475) - -
180,742 183,300 - -
180,746 183,306 60 60
(159,744)  (162,292) - -
(17,084) (17,084) - -
(176,828)  (179,376) - -
3,918 31930 60 60
60 60 60 60
3,858 3,870 - -
3918 3,930 60 60

The financial statements of Transform Schools (North Lanarkshire) Holdings Lirmited, registered number 5366823
were approved by the Board of Directors on 28 April 2014

Signed on behalf of the Board of Directors

R K Shechan
Director




Transform Schools (North Lanarkshire) Holdings Limited

Group cash flow statement
For the year ended 31 December 2013

Note

Net cash inflow from operating activities 19a
Returns on investments and servicing of finance

Interest recerved
Interest and fees pard

Tax paid

Equity dividends paid

Cash inflow before financing
Management of hquid resources

Current asset investments

Financing
Decrease m secured bonds

Decrease in cash in the period 19¢

2013 2012
£°000 £'000
13,704 13,447
58 108
(5,605) (5,846)
(5,547) (5,738)
(592) (335)
(1,950) (1,500)
5,615 5,874
1,276 (149)
1,276 (149)
(6,894) (6,274)
(6,894) (6,274)
(3) (549)




Transform Schools (North Lanarkshire) Holdings Limited

Notes to the financial statements
For the year ended 31 December 2013

1. Accounting policies

The financial statements are prepared in accordance with applicable United Kingdom accounting standards
The partrcular accounting policies adopted are descnibed below and they have all been applied consistently
throughout the year and the preceding year

a) Bass of preparation

The financial statements have been prepared in accordance with applicable United Kingdom law and
accounting standards They include the results of the activities described in the Director’s Report all of wiuch
are continuing

The Group’s business activities, together with the factors likely to affect its future development, performance
and position are set out 1n the Strategic Report and Directors’ Report on pages 1t0 3 The financial position of
the Group, its cash flows, hiquidity position and borrowing facilities are descnibed in notes 13 and 14 to the
financial statements This note to the financial statements 1includes the Group’s objectives, polictes and
processes for managing 1ts capital, its financial risk management cbjectives, detals of its financial
instruments, and 1ts exposures to credit risk and hqudity nisk

b) Going concern

The current economic conditions create some general uncertainty The directors have reviewed the Group’s
supply chain and do not believe that any specific nisk has been identified The directors have also considered
the ability of North Lanarkshire Counctl {the Counc:l) to continue to pay unitary fees due under the concession
contract to the Group and do not consider this to be a matenal nisk 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 foreseeable future After making enquiries, the directors have a reasonable
expectation that the Group has adequate resources to continue 1n operational existence for the foreseeable
future Accordingly, they continue to adopt the going concern basis 1n preparing the annual report and
financial statements

¢) FRS 25 Financial Instruments Presentation, FRS 26 Financial Instruments Recognition and
Measurement and FRS 29 Financial instruments Disclosure Requirements

FRS 25 and FRS 26 are required to be adopted by histed companies The Company holds hsted debt and has
therefore prepared its accounts 1n accordance with FRS 25 and FRS 26 The Company, 1ts Parent and all
Subsidianies of Transform Scheols (Nerth Lanarkshire) Holdings Limuted 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, recognitton and derecognition of financial
instruments Adoption of the standard results in the measurement of the Company's financial habilities at
amortised cost using the effective interest rate method

The Group has adopted FRS 29 Financial Instruments Disclosures which 1s effective for annual periods
beginning on or after 1 January 2007 The impact of adoption of FRS 29 has been to expand the disclosures
provided 1n these financial statements regarding the Group’s financial instruments and management of capital
The parent company and 1ts subsidiaries have not applied FRS 29 as they have taken advantage of the
exemptions permitted by FRS 29

Financial assets and financial liabihities are recognised 1n the Group’s balance sheet when the Group becomes
party to the contractual provisions of the instrument

10




Transform Schools (North Lanarkshire) Holdings Limited

Notes to the financial statements
For the year ended 31 December 2013

1.

Accounting policies {(continued)
d) Financial assets

Financial assets have been classified into the ‘loans and receivables’ category, which includes cash at bank and
n hand, trade and other receivables, and the Finance debtor, based on the nature and purpose of the financial
assets

Trade receivables and other receivables that have fixed or determuinable payments that are not quoted i an
active market are classified as ‘*loans and receivables’ Loans and recetvables are measured at amortised cost
using the effective interest rate method, less any impairment Interest income 15 recogmused by applying the
effective interest rate except for short term recetvables when the recognition of interest would be immaterial

Cash at bank and in hand comprise cash on hand, demand deposits, and other short term highly hquid
investments, that are readily convertible into cash and are subject to an msigmificant risk of change 1n value

Financial assets are impaired where there 1s objective evidence that as a result of one or more events that have
occurred after the imitial recogmition of the financial asset, the estimated future cash flows have been impacted
The carrying amount of a Finance debtor 1s reduced by the impairment directly with the exception of trade
receivables which would be reduced through the use of an allowance account, unless 1t 1s considered that 1t 15
uncollectible

The Group derecognuses a Finance debtor only when the contractual nights to recerve the cash flows from the
asset expire, or 1t transfers the Finance debtor and substantially all the risks and rewards of ownership of the
asset to another entity

¢) Financial habilines and equty

Financial habilities and equity are classified according to the substance of the contractual arrangements
entered into  Financial hiabilities, including borrowings are initially measured at fair value, net of transaction
costs and are subsequently measured at amortised cost using the effective interest rate method, with interest
expense recogmsed on an effective yield basis  The Group de-recogmses 1ts financial habilities when the
Group’s obligations are discharged, cancelled or they expire

The effective nterest method 15 a method of calculating amortised costs of the financial hability and allocating
interest expense over the relevant period The effective interest rate 1s the rate that exactly discounts the
estimated future cash payments through the expected life of the financial hability

) Group financial statements basis of consolidation

The Group financial statemenuts 1nclude the financial statements of the Company and of 1ts subsidiary
undertakings for the year ended 31 December 2013  All intercompany balances, transactions and profits are
eliminated on consolidation

g Investments

Investments 1n the subsidiary undertakings are stated at cost less imparment The carrying value of
mvestments 1s reviewed annually by the directors to determine whether there has been any impairment

i) Turnover

Turnover represents the value net of value added tax and discounts of goods provided to customers and work
carried out n respect of services provided to customers It has been determined n accordance with FRS 5
Application Note F “Private Finance Inttiative and Similar Contracts” that the balance of risks and rewards
denived from the underlying assets 1s not borne by the Company Accordingly, when construction 1s complete,
the asset created under the contract will be accounted for as a Finance debtor




Transform Schools (North Lanarkshire) Holdings Limited

Notes to the financial statements
For the year ended 31 December 2013

1. Accounting policies {continued)
1} Finance debtor

The Finance debtor recorded 15 equal to the amounts due for the fair value of the property The Finance debtor
1s reduced 1n 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 ts shown withun interest recervable The
remaming payments, bemg the full amounts received less the capital repayment, are recorded within operating
revenue

J) Taxation

Current tax 18 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 recognised 1n respect of all iming
differences that have oniginated but not reversed at the balance sheet date where transactions or events that
result in an obligation to pay more tax 1n the future or a nght to pay less tax 1n the future have occurred at the
balance sheet date  Timing differences are differences between the Company's taxable profits and its results
stated 1n the financial statements that arise from the inclusion of gains or losses in tax assessment periods
different from those 1n which they are recognised 1n the financial statements A deferred tax asset 1s regarded
as recoverable and therefore recogmised only to the extent that, on the basis of the evidence available, 1t can be
regarded as more likely than not that there will be suitable taxable profits from which the future reversal of the
underlying timing differences can be deducted

k) Tangible fixed assets

Tangible fixed assets are stated at cost less accumulated depreciation and any provision for impairment Cost
represents original purchase cost Depreciation 1s provided at rates calculated to write off the cost less any
residual value of these assets on a strmght-line basis {IT equipment 33% per annum, plant and equipment 10%
per annum) over their estimated usefu! lives, commencing when the assets are brought 1nto use

D) Construction work in progress

The directly attributable costs of construction work 1n schools not complete at the balance sheet date are held
as construction work 1n progress

m) Sentor secured bonds and term loan

Sentor secured bonds and term loans are 1intially stated at the amount of the net proceeds after deduction of
related 1ssue costs  The carrying amount 1s increased by the finance cost 1n respect of the accounting perniod
and reduced by payments made n that period The index-linked secured bonds and index-linked secured term
loan are each valued at amortised cost, using the effective interest rate method, taking account of projected
mdexation across the term of the liability

2. Turnover
Group
2013 2012
£°000 £°000
Turnover by ongin and destination
United Kingdom 7,426 7,377

12




Transform Schools (North Lanarkshire) Holdings Limited

Notes to the financial statements
For the year ended 31 December 2013

3. Operating profit

Operating profit 1s stated after charging

Depreciation

Fees payable to the Company’s auditors for the audit of the Company’s annual
accounts

Fees payable to the Company’s auditors for the audit of the Subsidiary annual
accounts

Group
2013
£2000

2
1

17

2012
£°000

15

The audit fee for the Company was borne by Transform Schools (North Lanarksture) Limited in both the

current year and preceding year

The darectors recerved no salary, fees or other benefits from the Group in the performance of their duties 1n
enther the current year or preceding year The Group and Company have no employees 1n the current year or
preceding year All costs of the directors and other staff are bome by the shareholders, who second their

employees to the Company’s subsidiary

4, Finance income (net)

Bank interest receivable
Interest receivable on Finance debtor

Interest receivable and sumilar income

Interest and fees payable on secured bond/senier loan
Interest payable on secured subordinated loan stock

Finance income (net)

Group
2013 2012
£°000 £°000
58 108
12,634 11,926
12,692 12,034
(8,942) (8,874)
(1,422) (1,497)
(10,364) (10,371)
2,328 1,663

13




Transform Schools (North Lanarkshire) Holdings Limited

Notes to the financial statements
For the year ended 31 December 2013

5. Taxation
Group
2013 2012
£°000 £°000
Current tax (596) (525)
(596) (525)
Tax reconciliation
Profit on ordinary activities before taxation 2,534 2,042
Profit on ordinary activities multiplied by standard rate of
corporation tax 1 the UK of 23 25% (2012 24 5%) (589) (500)
Movement 1n short term timing differences (2) 34
Adjustments 1n respect of previous pertods (5) (59)

The main UK corporation tax rate was reduced from 24% to 23% from 1 Apnl2013 A further reduction to
21% from 1 Apnl 2014 and 20% from 1 April 2015 was substantially enacted on 2 July 2013

The tax charge for the period differs from the standard rate of corporation tax m the UK of 23 25% due to the
differences hughhghted 1n the table above

6. Profit attributable to the Company

The profit for the financial period 15 dealt with 1n the financial statements of the Company, Transform Schools
(North Lanarkshire) Holdings Limited, was £ml (2012 £ml) As permuited by section 408 of the Companies
Act 2008, no separate profit and loss account 1s presented 1n respect of the Parent Company

7 Short term investments
Group Company

2013 2012 2013 2012
£000 £°000 £2000 £000
Shares 1n subsidiary undertaking (a) - - 60 60
Short term deposits (b) 14,480 15,756 - -
14,480 15,756 60 60

a) Shares in subsidiary undertaking

Cost

At 1 January - - 60 60
Additions - - - -
At 31 December - - 60 60

14




Transform Schools (North Lanarkshire) Holdings Limited

Notes to the financial statements
For the year ended 31 December 2013

1. Short term investments (continued)
a) Shares in subsidiary undertaking (continued)
Principal subsidiary undertalangs

The parent company has investments wn the following subsidiary undertakings

Name Transform Schools (North Lanarkshire) Limited
Activity PF1 Concession Company
Country of incorporation Great Britain
Shareholding 100% Ordinary Shares
Name Transform Schools {North Lanarkshire) Funding Plc
Activity Funding Company
Country of incorporation Great Britain
Shareholding 99 998% Ordinary Shares
b) Short-term deposits
Group
2013 2012

£°000 £°000
Shown as
Current asset 14,480 15,756

Company
2013 2012
£°000 £°000

Short-term deposits include £9,500k (2012 £10,160k) restncted from use 1n the business, being held 1n the

Company’s reserve accounts

8. Tangible fixed assets

Group Company
Plant and Plant and
equipment Total equipment Total
£000 £'000 £°000 £7000

Cost
At 1 January 2013 & 31 December 2013 23 23 - -
Depreciation
At | January 2013 17 17 - -
Charge for the year 2 2 - -
At 31 December 2013 19 19 - -
Net book value
At 31 December 2013 4 4 - -
At 31 December 2012 6 ) - -

15




Transform Schools (North Lanarkshire) Holdings Limited

Notes to the financial statements
For the year ended 31 December 2013

9.

10.

Construction work in progress

Group Company
2013 2012 2013 2012
£2000 £°000 £°000 £°000
At 1 January - - - -
Construction and related costs 247 218 - -
Transferred to Finance debtor (247) 218) - -
Debtors: due within one year
Group Company
2013 2012 2013 2012
£°000 £°000 £°000 £°000
Trade debtors 2,171 2,120 - -
Prepayments 344 345 - -
Accrued income 79 120 - -
2,594 2,585 - -
Aged analysis of trade debtors
Group Company
2013 2012 2013 2012
£°000 £°000 £°000 £°000
Current 2,120 2,051 - -
30-60 days - - - -
60-90 days i - - -
90 days + 50 69 - -
2,171 2,120 - -

Amounts outstanding over 30 days are all past due They represent payments under review by North
Lanarkshire Council in accordance with contractual dispute procedures and amounts recoverable from
subcontractors in settlement of performance liabihities under the PFI subcontracts Recervables have not been
umpaired as 1n each case the directors consider the outstanding sums to be fully recoverable by the Group and

the credit quality 1s considered to be good

Details of the Group’s financial instruments are given 1n note 15 to the financial statements




Transform Schools (North Lanarkshire) Holdings Limited

Notes to the financial statements
For the year ended 31 December 2013

11.  Debtors: Finance debtor

Group Company

2013 2012 2013 2012

£°000 £°000 £000 £°000

At 1 January 175,051 176,189 - -
Transferred from construct:on work in progress 247 218 - -
Less Councd income received in the penod (13,901) (13,282) - -
Add Interest income accruing 12,633 11,926 - -
At 31 December 174,030 175,051 - -

Included 1n the Finance debtor 1s an amount of £161,251,000 (2012 £161,578,000) due after more than one
year Included in the above debtor 1s an amount of £10,175,000 (2012 £10,175,000) which relates to interest
capitalised during the Construction penod

12,  Creditors: amounts falling due within one year

Group Company
2013 2012 2013 2012
£°000 £°000 £7000 £°000
Accruals and deferred income 1,437 1,399 - -
Trade creditors 656 727 - -
Accruals 654 79 - -
VAT 478 449 - -
Corporation Tax 282 277 - -
3,506 3,651 - -

13.  Borrowings

Group Company
2013 2012 2013 2012
£000 £000 £2000 £°000
Borrowings 171,723 174 079 - -
Less Arrangement fee (4,742) (4,963) - -

166,981 169,116 - -

17




Transform Schools (North Lanarkshire) Holdings Limited

Notes to the financial statements
For the year ended 31 December 2013

13

Borrowings (continued)

Borrowings repayable as follows

Group Company

2013 2012 2013 2012

£000 £°000 £°000 £°000

Within one year 7,236 6,824 - -
Between one and two vears 7,222 7,118 - -
Between two and five years 22,030 21,336 - -
After five years 135,235 138,801 - -
Less Arrangement fee (4,742) (4,963) - -

166,981 169,116 - -

Borrowngs represent amounts owing by Transform Schoois (North Lanarkshire) Funding plc, which 1s made
up of the proceeds of £72,796,000, £5,850,000 and £9,150,000 index linked secured bonds, and a £70,000,000
mdex linked loan from European Investment Bank The balance 1s stated after the deduction of amortised
1ssue costs of £4,742,000 (2012 £4,963,000) The terms and conditions applicable to Transform Schools
(North Lanarkshire) Limited are the same as those applicable to Transform Schools (North Lanarkshire)
Funding ple, copies of whose accounts are available from the registered office at 8 White Oak Square, London
Road, Swanley, Kent, London, BR8 7AG

The index-linked secured bonds, which are due for payment in 2036 of £87,796,000 were created on 8 June
2005, of which £72,796,000 were 1ssued and sold 1n 2005, followed by £6,211,050 (norminal value
£5,850,000) of variation bonds m 2006 and a further £9,726,084 (nomnal value £9,150,000) of vanation
bonds 1n 2007

Interest on the bonds 1s payable semi-annually at a rate of 2 343% plus RPI indexation, commencing on
30 September 2005 Unless previously redeemed or purchased and cancelled, the bonds will mature on
31 March 2036

The index-linked bank secured term loan 1s from the European Investment Bank with repayments commencing
March 2009 and semi-annually thereafter unul September 2034 The loan bears interest at a rate of 1 95% plus
RPI indexation The bank loan has certain covenants attached

The borrowings are secured by a fixed and floating charge over the whole of the Company’s undertaking and
assets
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Transform Schools (North Lanarkshire) Holdings Limited

Notes to the financial statements
For the year ended 31 December 2013

14.

15.

Loan stock
Group Company
2013 2012 2013 2012
£2000 £°000 £2000 £°000
Loan stock 17,084 17,084 - -
Loan stock repayable as follows
Within one year - - - -
Between one and two years - - - -
Between two and five years - - - -
After five years 17,084 17,084 - -
17,084 17,084 - -

The secured subordinated loan stock has been subscribed by Transform Schools (North Lanarkshire) Funding

plc The loan stock bears interest at a rate of 7 55% above the 6-month LIBOR, and 15 repayable in

nstallments between 2009 and 2033 It 1s secured by second fixed and floating charges over the undertaking,

property, assets and rights of the Company

Financial instruments

The Group’s financial instruments are shown 1n the table below It 1s, and has been throughout the year under
review, the Group's policy that no trading 1n financial instruments be undertaken The Group has not entered
into denvatives transactions  The main risks ansing from the Company’s financial instruments are credit risk,
capital nisk, mnterest rate/inflation risk and liquidity 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 All the Group's borrowings are

denominated 1n sterling

19



Transform Schools (North Lanarkshire) Holdings Limited

Notes to the financial statements
For the year ended 31 December 2013

15.

Financial instruments (continued)

Categories of financial instruments

Financial assets

Trade and other recervables
Cash and short term deposits
Finance debtor

Interest income 1n the year

Frnancial habiiities

Index-linked secured bonds
Index-linked bank secured term loan
Subordinated debt

Trade and other payables

Interest and fee expenses 1n the year

Fmancial assets

Trade and other recervables
Cash and short term deposits
Finance debtor

Interest income 1n the year

Fmancial habilitres

Index-linked secured bonds
Index-linked bank secured term loan
Subordmated debt

Trade and other payables

Interest and fee expenses n the year

2013
Book value Fair value
Loans and receivables at
amortised cost including cash Financial liabilities
and short term deposits at amortised cost
£000 £2000 £000
2,250 - 2,250
14,860 - 14,860
174,030 - 324,752
191,140 - 341,862
12,965 -
- (92,590) (95,322)
- (74,390) (61,000}
- (17,084) (6,922)
- (1,405) (1,405)
- (185,469) (164,649)
- (10,363)
2012
Book value Fair value

Loans and recervables at
amortised cost including cash
and short term deposits
£°000

2,240
16,139
175,051

193,430

12,034

Financial liabilities
at amortised cost

£°000 £2000

- 2,240

- 16,139

- 346,240

- 364,619
(93,940) (97,656)
(75,176) (65,022)
(17,084) (7,392)
(1,526) (1,526)
(187,726)  (171,596)

(10,371)
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15.

Financial instruments {continued)
Farr values

Market value has been used to determine the fair value of the index linked bonds The independent valuation
from the market for the index linked bonds were provided by Royal Bank of Canada, the Bond Custodian
The fair value of the index linked bonds traded 1n an active market 1s determuned with reference to quoted
market prices at the balance sheet date  The quoted market price used for the index hinked bonds held by the
Group 1s the current bid price

The fair value of the index linked loan, the subordinated debt, and the Finance debtor have been calculated by
discounting the expected future cash flows at appropnate discount rates Expected future cash flows have
been calculated assumung that future increases n the Retail Price Index are constant at 2 5% The UK glt
yield curve and an assumed credit spread of 1% for the index linked loan, 2% for the Financial Debtor and 1%
for the subordinated debt, have been used as appropnate discount rates

In the opinion of the directors the fair values of the trade and other receivables, trade and other payables, and
cash and other short-term deposits each equal their respective book values

Credit risk

The Group’s principal financial assets are cash and short-term deposits, trade and other recervables and the
Finance debtor The Group’s credit risk 1s primanly attnibutable to its trade and other receivables and the
Finance debtor With the exception of relatively small trade recervables for activities ancillary to the PFI
contracts recharged to other parties, the recervables anse from the Group’s client, North Lanarkshire Council
The credit and cash flow nisks are not considered significant as the client 18 a quasi-governmental organisation

For cash and shori-terin deposits, only independently rated counterparties with a mmimum medmum-term
semor debt rating of at least AA from Standard & Poor’s and Aa2 from Moody’s are accepted

The maximum exposure to credit risk 1s the carrying value of the financial assets in the table above
Capital nisk management

The Group manages 1ts capital to ensure 1ts ability to continue as a gomng concern  The capital structure of the
Group mainly comprises equity attributable to equity holders of Transform Schools (North Lanarkshire)
Holdings Limuted consisting of 1ssued ordinary share capital, reserves and retained earnings as disclosed in
Notes 16 and 17, subordinated loan stock as disclosed in Notes 14 and 20, cash at bank and in hand, and
borrowings as discussed 1 Note 13

The Group mamntains or adjusts 1ts capital structure through incurring new subordinated debt or repaying
existing borrowings

Interest rate/inflation risk

All borrowings are index linked and fixed rate In addition, the unitary charge 1s ndex linked thus mitigating
this nisk  Interest rate nsk arises on the Group's cash and short term deposits

The majonty of the Group’s borrowings compnise an index linked secured bond and an index linked secured
loan Repayment of these loans, and meeting operational expenditure commuitments, will be made from
mcome which 1s itself subject 1o indexation  The Group hereby mitigates any exposure to movements in the
retail price index

A 50 basis point increase n the rate of each term deposit held would lead to £73,000 (2012 £89,000) increase
in the Group’s net interest receivable

A 1% increase 1n the annual rate of inflation would increase expense by £109,000 (2012 £158,000) This
would be attributable to the index linked secured bond and 1ndex linked secured term loan The impact was
calculated by modelling the impact of a 1% increase 1n the expense for the year
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15.

Financial instruments {(continued)
Interest rate/inflation risk {continued)

A 1% increase 1n the annual rate of inflation would increase income by £1,740,000 (2012 £1,751,000),
recogmsed in respect of the Finance debtor  This impact was calculated by modelling the effect of a 1%
increase 1n inflation on the future cash flows associated with the Finance debtor, and hence the sensitivity in
income recognised in the year

Liguidaty risk

The Group’s hquidrty risk 1s principally managed through financing the Group by means of long term
borrowings with an amortising profile that matches the expected availability of funds from the Group’s
operating activities

Financial habuhities gross maturity

The following table details the Group’s remaining contractual matunties for 1ts financial habiliies The tables
have been drawn up based on the undiscounted cash flows of financial habilities based on the earliest date on
which the Group can be required to pay The table includes both interest and pnncipal cash flows

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

2013
Total non-
Other derivative
financial financial Total Carrying
Borrowings  habihities  habihtes discount value
£°000 £2000 £000 £°060 £°000
Due on demand or within one year (11,059) (1,405) (12,464) 3,823 (8,641)
Due within one to two years (10,980} - (10,980) 3,758 (7,222)
Due within two to five years (32,910} - (32910) 10,880 (22,030)
Due afier more than five years (260,775} - (260,775) 113,199 (147,576)
{315,724} (1,405) (317,129) 131,660 (185,469)
2012
Total non-
Other derivative
financial financial Total  Carrying
Borrowings  liabilities  liabilities discount value
£°000 £000 £000 £°000 £000
Due on demand or within one year (10,800) (1,526) (12326) 3,976 (8,350)
Due within one to two years (11,041) - (11,041) 3,923 (7,118)
Due within two to five years (32,686) - (32,686) 11,350 (21,336)
Due after more than five years (271,642) - (271,642) 120,720 (150,922)
(326,169) (1,526)  (327,695) 139,969 (187,726)
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16.  Called up share capital

Group Company
2013 2012 2013 2012
£000 £°000 £°000 £7000
Allotted, issued and fully paid share capital
30,000 ordinary ‘A’ shares of £1 each 30 10 30 30
30,000 ordinary ‘B’ shares of £1 each 30 30 30 30
60 60 60 60
17.  Profit and loss account
Group Company
2013 2012 2013 2012
£000 £°000 £7000 £2000
Profit and loss account
At 1 January 3,870 3,853 - -
Profit for the year 1,938 1,517 - -
Dividends paid {1,950} (1,500} - -
3,858 3,870 - -
18 Reconciliation of movements 1 shareholders’ funds
Group Company
2013 2012 2013 2012
£000 £°000 £°000 £°000
Openng shareholders’ funds 3,930 3,913 60 60
Profit for the year 1,938 1,517 - -
Dividends paid (1,950) (1,500) - -
Closing shareholders’ funds 3918 3,930 60 60
19. a) Reconcilhation of operating profit to net cash outflow from operating activities
Group
2013 2012
£7000 £°000
Operating profit 206 378
Depreciation 2 1
Increase / (decrease) in debtors (9) 216
Increase in Finance debtor 13,654 13,064
Decrease in ¢creditors (149) 21D)
Net cash outflow from operating activities 13,704 13,447
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19. b) Analysis and reconciliation of net debt

Other non At
cash 31 December
changes 2013
£°000 £7000

- 380
(4,757) {166,981)

- 14,480
- (17,084)

At

1 January
2013 Cashflow
£°000 £°000
Cash at bank and 1n hand 383 (3)
Secured sentor loans (169,118) 6,894
Liquid resources 15,756 (1,276)
Unsecured subordinated loan stock (17,084) -
(170,063) 5,615

(4,757)  (169,205)

¢} Reconciliation of net cash flow to movement in net debt

Decrease in cash

Cash outflow from secured sentor loans

Cash (outflow) / inflow from (decrease) / increase
mn hquid resources

Change 1n net debt resulting from cash flows
QOther non-cash changes

Movement of net debt 1n the period
Net debt as at | January

Net debt as at 31 December

20. Contingencies

Group
2013 2012
£000 £°000
(3} (549)
6,894 6,273
(1,276) 149
5,615 5,873
(4,757) (4,524)
858 1,349

(170,063)  (171,412)

(169,205)  (170,063)

The Company, in support of bank loan agreements made by 1ts subsidiary, Transform Schools (North
Lanarkshire) Limited, has completed 1ts commitments to make a minimum level of investment 1n 1ts

subsidiary, by way of subordinated loan stock

21.  Related party transactions

At 31 December 2013, the subordinated loan stock totalled £17,083,641, divided between Equitix Education 2
Limited, £8,541,821 (2012 £8,541,821) and Inmisfree Nominees Limited £8,541,820 (2012 £8,541,820) split
between Innisfree PFI Secondary Fund LP (ISF) and Inmsfree PFI Secondary Fund 2 LP (ISF2) n the ratio

16% t0 34% respectively

Subordinated debt interest accrued at 31 December 2013 totalled £358,701 (2012 £361,229), divided between
Equitix Education 2 Limuted for £179,351 and Inmsfree Nominees Limited for £179,350 sphit between ISF and

ISF2 in the ratio noted gbove
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21. Related party transactions (continued)

Amounts payable by the Company’s subsidiary to Innusfree Nominees Limited acting 1n 1ts capacity as
manager of ISF and ISF2 for the services of the directors of Group companies duning the year totalled £13,386
(2012 £12,575), of which £1,127 (2012 £7,425) was outstanding at the year end

Amounts payable by the Company’s subsidiary to Equutix Education 2 Limuted for the services of the directors
of Group companies during the year totalled £13,386 (2012 £11,520), of whach £1,127 (2012 £1,054) was
outstanding at the year end

22,  Controlling parties

The ulumate controlling parties were respectively Equitix Education 2 Limited and Inmisfree Nominees
Limited (acuing as manager for ISF and ISF2) and the company was jomntly controlled by Equitix Education 2
Limited and Inmsfree Nominees Limited
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