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E4l SCHOOLS LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 MARCH 2018

introduction

The Directors submit their annual Strategic repornt, the Directors' report and the audited financial statements for
the year ended 31 March 2018. ’

Business review

Final full service availability was achieved in May 2011 and the schools have been fully operational since this
date. Operational costs are being expensed to the Statement of Comprehensive income and the financial asset
is being amortised over the remaining life of the project.

The project continues to operate in line with the PF| concession and is expected to do so in the future.

Future developments

The Company expects to trade in line with the financial model.

Results and dividends
The profit for the year, after taxation, amounted to £220,000 (2017: £1,148,000).

During the year dividends of £171,738 were paid (2017: £165,253).
Principal risks and uncertainties

The Company was and is subject to certain risks during both the construction and operational phases of the
contract. These risks, wherever possible, have been mitigated by passing the risk down to sub-contractors.

Credit risk -

The Company's sole customer is Inverclyde Council with which the Company has a concession agreement. If
Inverclyde Council disputes the entitlement of the Company to any amount claimed and withholds payment
then, as all operational activity is subcontracted, the Company can withhold payment of the disputed amount
from the supplier provided that supplier is the cause of the non-payment. The Company, therefore, does not
consider its exposure to credit risk to be material.

Liquidity risk
During the operational phase the Company charges Inverclyde Council a monthly unitary charge that is
sufficient to meet the on-going obligations including debt service.

Interest rate risk
The Company has entered into interest rate swaps, the purpose of which is to manage the interest rate risk

arising from its borrowings.

Inflation rate risk
The unitary charge income is subject to indexation risk which is mitigated through a RPI swap in place to
minimise risk from movements in inflation.
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E4l SCHOOLS LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

Financial key performance indicators

The key performance indicators of the Company are client and financially focused, including those listed below:

+ Operational performance
+ Cash flow -
« Banking cover ratios

Following the attainment of final service availability in May 2011, the board of directors meet on a regular basis
to monitor operational performance to determine whether the project is satisfactorily meeting contractual
requirements and the expectations of the customer, and to ensure that the project is meeting the covenanted
banking debt service and loan cover ratios so that distributions to shareholders can be made appropriately.

The available loan facilities from a banking syndicate have now been fully drawn down including the
subordinated debt subscribed by the shareholders. The loans are now being repaid in line with the expected

repayment schedule.

Following the start of the operational phase of the contract the customer has been invoiced promptly in
accordance with the terms of the contract. Payment for these invoices has been in accordance with contractual
requirements and has not resulted in any significant overdue receivables.

This report was approved by the board and signed on its behalf by:

s ST
Director

Date: 28 September 2018
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E4! SCHOOLS LIMITED

" DIRECTORS® REPORT
FOR THE YEAR ENDED 31 MARCH 2018

The directors present their report and the financial stafements for the year ended 31 March 2018.
Principal activity

The principal activity of E4i Schools Limited is to design, build and maintain 4 schoo! buildings at All Saints
Primary School, Aileymill Primary School, Notre Dame High School and Clydeview Secondary School, within a
PFI contract with Inverclyde Council.

The Company's operations are managed under the supervision of its shareholders and funders and are largely
determined by the detailed terms of the PFl contract which stipulates key performance criteria on operational
activities. For this reason, the Company's directors believe that further key performance indicators for the
Company are not necessary or appropriate for an understanding of the performance or position of the business.

The Company's risk exposure is set out in the Strategic Report.

Going concern

The Company currently has net liabilities of £19,529,000 (2017: £23,486,000) as a result of accounting for the
fair value of interest rate and RPI swap agreements, the majority of which do not crystallise as liabilities for a
number of years. As such, the Company's forecasts and projections, taking account of the impact of swaps and
reasonably possible changes in trading performance, show that it should be able to operate within the level of its
current facilities and continue to meet forecast loan covenants.

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

Directors

The directors who served during the year were:
D Fletcher

D Smith

K O'Brien

C Douglass (appointed 25 July 2017)

J Crouch (resigned 25 July 2017)

Disclosure of information to the auditors

The directors confirm that:

. so far as each director is aware, there is no relevant audit information of which the Company's auditor is
unaware, and

. the directors have taken all the steps that they ought to have taken as directors in order make themselves
aware of any relevant audit information and to establish that the Company's auditor is aware of that
information.

Directors’ indemnities

As permitted by the Articles of Association, the directors have the benefit of an indemnity which is a qualifying
third party indemnity provision as defined by Section 234 of the Companies Act 2006. The indemnity was in
force throughout the last financial year and is currently in force. The Company also purchased and maintained
throughout the financial year Directors’ and Officers’ liability insurance in respect of itself and its directors.

Page 3



E4l SCHOOLS LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

Auditor
Pursuant to Section 487 of the Companies Act 2008, Grant Thornton UK LLP will be deemed to be reappointed.

Small companies note

In preparing this report, the directors have taken advantage of the small companies exemptions provided by
section 415A of the Companies Act 2006.

This report was approved by the board and signed on its behalf by:

K Q'Brien R
Director

Date: 28 September 2018
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E4] SCHOOLS LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 MARCH 2018

The directors are responsible for preparing the Strategic report and Directors' report and the financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law, including FRS 102
‘The Financial Reporting Standard applicable in the UK and Republic of ireland'). Under company law the
directors must not approve the financial statements unless they are satisfied that they give a true and fair view
of the state of affairs and profit or loss of the Company for that period.

In preparing these financial statements, the directors are required to:

. select suitable accounting policies and then apply them consistently;

. make judgements and accounting estimates that are reasanable and prudent;

. state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

o prepare the financial statements on the going concern basis unless it is inappropriate to presume that the

Company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and 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 irregularities.
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E4l SCHOOLS LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF E41 SCHOOLS LIMITED

Opinion

We have audited the financial statements of E4i Schools Limited (the 'Company') for the year ended 31 March
2018, which comprise the Statement of Comprehensive Income, the Statement of Financial Position, the
Statement of Changes in Equity and the related notes, including a summary of significant accounting policies.
The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including Financial Reporting Standard 102 ‘The Financial Reporting Standard
applicable in the UK and Republic of Ireland' (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements:

e  give atrue and fair view of the state of the Company's affairs as at 31 March 2018 and of its profit for the
year then ended;

. have been 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.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditor's responsibilities for the audit
of the financial statements section of our report. We are independent of the Company in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC's
Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our

opinion.
Who we are reporting to

This report is made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of
the Companies Act 2006. Our audit work has been undertaken so that we might state to the Company's
members those matters we are. required to state to them in an Auditor's report and for no other purpose. To the
fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Company
and the Company's members, as a body, for our audit work, for this report, or for the opinions we have formed.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to
report to you where:

. the directors' use of the going concern basis of accounting in the preparation of the financial statements
is not appropriate; or
o the directors have not disclosed in the financial statements any identified material uncertainties that may

cast significant doubt about the Company's ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are
authorised for issue.
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E4l SCHOOLS LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF E41 SCHOOLS LIMITED (CONTINUED)

Other information

The directors are responsible for the other information. The other information comprises the information
included in the Annual Report, other than the financial statements and our Auditor's report thereon. Our opinion
on the financial statements does not cover the other information and, except to the extent otherwise explicitly
stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact.

We have nothing to report in this regard.
Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

o the information given in the Strategic report and the Directors' report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and
e the Strategic report and the Directors' report have been prepared in accordance with applicable legal

requirements.

Matter on which we are required to report under the Companies Act 2006

In the light of the knowledge and understanding of the Company and its environment obtained in the course of
the audit, we have not identified material misstatements in the Strategic report or the Directors' report.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion;

D adequate 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; or

. the directors were not entitled to prepare the financial statements in accordance with the small companies

regime and take advantage of the small companies' exemptions in preparing the Directors' report.
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E4l SCHOOLS LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF E4l SCHOOLS LIMITED (CONTINUED)

Responsibilities of directors for the financial statements

As explained more fully in the Directors' responsibilities statement set out on page'5, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view, and for such internal control as the directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

in preparing the financial statements, the directors are responsible for assessing the Company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the Company or to cease operations,
or have no realistic alternative but to do so.

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an Auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in

accordance with ISAs (UK) will always detect a material misstatement when if exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of these financial

statements. :

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our

Auditor's report.

(o it Tk, WA

Richard Hagley BSc, FCA (Senior Statutory Auditor)
for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants

London

Date: 28 September 2018
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E4l SCHOOLS LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH 2018

Note
Turnover 3
Cost of sales
Gross profit
Administrative expenses
Fair value movement on RPI swap
Operating profit 4
Interest receivable and similar income . ‘ 6
Interest payable and similar charges 7
Profit before tax
Tax on profit 8

Profit for the financial year

Other comprehensive income for the year

Effective portion of changes in fair value of cash flow hedge
Taxation in respect of items of other comprehensive income

Other comprehensive income for the year

Total comprehensive income for the year

The notes on pages 13 to 23 form part of these financial statements.

2018 2017
£000 £000
2,864 3,305
(2,392) (2,375)
472 930
(374) (437)
5 287

103 780
5,485 5,588
(5,017) (5,070)
571 1,298
(351) (150)
220 1,148
4,710 (4,725)
(801) 40
3,909 (4,685)
4,129 (3,537)
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E4l SCHOOLS LIMITED
REGISTERED NUMBER: SC342703

STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH 2018

Current assets

Debtors: amounts falling due after more
than one year

Debtors: amounts falling due within one year
Bank and cash balances

Creditors: amounts falling due within one
year

Net current assets

Total assets less current liabilities

Creditors: amounts falling due after more
than one year

Net liabilities

Capital and reserves

Called up share capital
Cash flow hedge reserve
Profit and loss account

Note

10

11

14
15
15

2018
£000
80,760
6,177
2,679
89,616
(3,022)
86,594
86,594
(106,123)
(19,529)
1
(21,128)
1,598
(19,529)

2017
£000

82,198
6,998
1,931

91,127

(2,596)
88,531
88,531

(112,017)

(23,486)

1
(25,037)
1,550

(23,486)

The Company's financial statements have been prepared in accordance with the provisions applicable to
companies subject to the small companies regime.

The financial statements were approved and authorised for issue by the board and were signed on its behalf by:

K O'Brien™ '
Director

Date: 28 September 2018

The notes on pages 13 to 23 form part of these financial statements.
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E4] SCHOOLS LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2018

At 1 April 2017

Comprehensive income for the year
Profit for the year

Taxation in respect of items of other
comprehensive income

Hedge effective portion of change in fair value of
designated hedging

Other comprehensive income for the year

Total comprehensive income for the year
Dividends: Equity capital

Total transactions with owners

At 31 March 2018

The notes on pages 13 to 23 form part of these financial statements.

Called up Cash flow Profit and
share hedge loss
capital reserve account Total equity
£000 £000 £000 £000
1 (25,037) 1,550 (23,486)
- - 220 220
- (801) - (801)
- 4,710 - 4,710
- 3,909 - 3,909
- 3,909 220 4,129
- - (172) (172)
- - (172) (172)
1. {21,128) 1,598 {19,529)
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E4l SCHOOLS LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2017

At 1 April 2016

Comprehensive income for the year
Profit for the year

Taxation in respect of items of other
comprehensive income

Hedge effective portion of change in fair value of
designated hedging

Other comprehensive income for the year

Total comprehensive income for the year
Dividends: Equity capital

Total transactions with owners

At 31 March 2017

The notes on pages 13 to 23 form part of these financial statements.

Called up  Cash flow Profit and
share hedge loss
capital reserve account Total equity
£000 £000 £000 £000
1 {20,352) 567 (19,784)
- - 1,148 1,148
- 40 - 40
- (4,725) - (4,725}
- (4,685) - (4,685)
- (4,685) 1,148 (3,537)
- - (165) (165)
. - (165) (165)
1 (25,037) 1,550 (23,486)
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E4] SCHOOLS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

1.

Accounting policies

1.1

1.2

Basis of preparation of financial statements

E4i Schools Limited (the “Company”) is a company limited by shares and incorporated and domiciled
in Scotland. The Company was incorporated on 12 May 2008 and the company number is
SC342703. The registered office is: ’

Avondale House

Suites 1L-10 Phoenix Crescent
Strathclyde Business Park
Bellshill

ML4 3NJ

~ The financial statements are presented in Sterling (£) and rounded to the nearest thousand.

These are the financial statements of the Company only.

These financial statements have been prepared in accordance with applicable United Kingdom
accounting standards, including Financial Reporting Standard 102 — 'The Financial Reporting
Standard applicable in the United Kingdom and Republic of Ireland' {(FRS 102'), and with the
Companies Act 2006. The financial statements have been prepared on the historical cost basis
except for the modification to a fair value basis for certain financial instruments as specified in the
accounting policies below.

Going concern

The financial statements are prepared on the going concern basis for reasons stated in the
Directors' Report. ,

The Company currently has net liabilities of £19,529,000 (2017 - £23,486,000) as a result of
accounting for the fair value of interest rate and RPI swap agreements, the majority of which do not
crystallise as liabilities for a number of years. As such, the Company's forecasts and projections,
taking account of the impact of swaps and reasonably possible changes in trading performance,
show that it should be able to operate within the level of its current facilities and continue to meet
forecast loan covenants.

After making enquiries, the directors have a reasonable expectation that the Company has adequate
resources to continue in operational existence for the foreseeable future. Accordingly, they continue
to adopt the going concern basis in preparing the financial statements.
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E4]l SCHOOLS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

1.

Accounting policies (continued)

1.3

1.4

1.5

1.6

Revenue

Turnover during the construction period represents the costs capitalised during construction. During
the operational period turnover represents the amounts due from the customer in respect of the
activities undertaken as described in the directors’ report. The customer pays a monthly fee to the
Company for the services provided (the Unitary Payment), which is allocated between turnover,
interest receivable on the finance debtor and reimbursement of the finance debtor so as to generate
a constant return in respect of the finance debtor over the life of the contract. Turnover reflects
recharges for services provided, lifecycle costs and all operating costs plus an appropriate margin
apportioned to these costs.

The margin applied is calculated on a quarterly basis and derived from the operational model which
is updated with actual costs incurred to date. The margin is calculated as the total income forecast to
be receivable over the life of the project less all service, life cycle and other operating costs forecast
to be payable over the life of the project.

Turnover originates entirely in the United Kingdom and is stated exclusive of value added tax. Cost
of sales represents costs incurred in respect of services delivered in the period.

Current and deferred taxation

Current tax is recognised for the amount of income tax payable in respect of the taxable profit for the
current or past reporting periods using the tax rates and laws that that have been enacted or
substantively enacted by the reporting date.

Full provision is made for deferred tax assets and liabilities arisiﬁg from all timing differences
between the recognition of gains and losses in the financial statements and recognition in the tax
computation. :

A net deferred tax asset is recognised only if it 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.

Deferred tax assets and liabilities are calculated at the tax rates expected to be effective at the time

" the timing differences are expected to reverse.

Deferred tax assets and liabilities are not discounted.

Debtors

Short term debtors are measured at transaction price, less any impairment. Loans receivable are
measured initially at fair value, net of transaction costs, and are measured subsequently at
amortised cost using the effective interest method, less any impairment.

Creditors

Short term creditors are measured at the transaction price. Other financial liabilities, including bank
loans, are measured initially at fair value, net of transaction costs, and are measured subsequently
at amortised cost using the effective interest methad. -
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E4l SCHOOLS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

1.

Accounting policies (continued)

1.7 Capitalised finance costs

1.8

Finance costs are capitalised and measured initially at fair value and are measured subsequently at
amortised cost using the effective interest method.

Financial asset

The assets of the Company fall under Service Concession Arrangements by virtue of the fact that
the public sector customer ("Grantor") passes both elements of the asset control test;

i) The Grantor controls the use of the asset via the project agreement and all service level
requirements contained therein;

if} The Grantor controls the entitlement to residual asset proceeds via an entitlement to purchase the
asset prior to an offer to the open market which can be exercised at the Grantor's discretion.

Under section 34 of FRS 102, such assets should be capitalised into a financial asset attributed to
the provision of services when there is an unconditional right to receive cash or another financial
asset from the Grantor. After initial recognition, the financial asset is accounted for in accordance
with section 11 of FRS 102. -

Pursuant to section 23 of FRS 102, revenue associated with the financial asset comprises service
income related to facilities management, lifecycle maintenance and other administrative running

costs of the Group.
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E4l SCHOOLS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

1.

Accounting policies (continued)

1.9 Financial instruments:

In accordance with FRS 102.22, financial instruments issued by the Company are treated as equity
only to the extent that they meet the following two conditions:

(a) they include no contractual obligations upon the Company to deliver cash or other financial
assets or to exchange financial assets or financial liabilities with another party under conditions that
are potentially unfavourable to the Company; and

(b) where the instrument will or may be settled in the Company’s own equity instruments, it is either
a non-derivative that includes no obligation to deliver a variable number of the Company’s own
equity instruments or is a derivative that will be settled by the Company’s exchanging a fixed amount
of cash or other financial assets for a fixed number of its own equity instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability.
Where the instrument so classified takes the legal form of the Company's own shares, the amounts
presented in these financial statements for called up share capital and share premium account
exclude amounts in relation to those shares.

Debt instruments (other than those wholly repayable or receivable within one year), including loans
and other accounts receivable and payable, are initially measured at present value of the future cash
flows and subsequently at amortised cost using the effective interest method. Debt instruments that
are payable or receivable within one year, typically trade payables or receivables, are measured,
initially and subsequently, at the undiscounted amount of the cash or other consideration, expected
to be paid or received. However if the arrangements of a short-term instrument constitute a financing
transaction, like the payment of a trade debt deferred beyond normal business terms or financed at a
rate of interest that is not a market rate or in case of an out-right short-term loan not at market rate,
the financial asset or liability is measured, initially, at the present value of the future cash flow
discounted at a market rate of interest for a similar debt instrument and subsequently at amortised

cost.

Financial assets that are measured at cost and amortised cost are assessed at the end of each
reporting period for objective evidence of impairment. If objective evidence of impairment is found,
an impairment loss is recognised in the Statement of Comprehensive Income.

For financial assets measured at amortised cost, the impairment loss is measured as the difference
between an asset's carrying amount and the present value of estimated cash flows discounted at the
asset's original effective interest rate, If a financial asset has a variable interest rate, the discount
rate for measuring any impairment loss is the current effective interest rate determined under the

contract.

For financial assets measured at cost less impairment, the impairment loss is measured as the
difference between an asset's carrying amount and best estimate, which is an approximation of the
amount that the Company would receive for the asset if it were to be sold at the reporting date.

Financial assets and liabilities are offset and the net amount reported in the Statement of Financial
Position when there is an enforceable right to set off the recognised amounts and there is an
intention to settle on a net basis or to realise the asset and settle the liability simuitaneously.
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E4] SCHOOLS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

Accounting policies (continued)

1.9 Financial instruments (continued)

Derivatives, including interest rate swaps, are not basic financial instruments. Derivatives are initially
recognised at fair value on the date a derivative contract is entered into and are subsequently re-
measured at their fair value. Changes in the fair value of derivatives are recognised in profit or loss
in finance costs or income as appropriate, except for hedging instruments in a designated hedging
relationship that qualify for hedge accounting, where the resulting gain or loss is recognised as
described in section 1.10 below.

1.10 Hedge accounting

The Company has entered into variable to fixed rate interest swaps and RPI swaps to manage its
exposure to interest rate and inflation cash flow risk on its variable rate debt and contractual
revenues. These derivatives are measured at fair value at each reporting date. To the extent the
hedge is effective, movements in fair value are recognised in other comprehensive income and
presented in a separate cash flow hedge reserve. Any ineffective portions of those movements are
recognised in profit or loss for the period.

Judgements in applying accounting policies and key sources of estimation uncertainty

The estimates and judgements that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the financial period are as follows:

Key sources of estimation uncertainty

Financial Asset Interest Rate - The financial asset interest income is based on the weighted average cost
of capital of the project and is applied to the carrying value of the Financial Asset on a quarterly basis.
The interest rate used is 6.75% per annum.

Service Margin - After the assets are constructed, the Company provides property management services.
The remuneration for these services is recognised at cost plus an estimated mark up for profit on property
management services. The service margin for the year is an average of 28.27% applied to 34% of the FM
and lifecycle costs plus 16% applied to the remaining 66% of FM and lifecycle costs.

Fair value of interest rate swaps - the fair value of interest rate swaps is determined by a risk free
valuation and a credit valuation adjustment.

Fair value of RPI swaps - the fair value of inflation rate swaps is determined by a risk free valuation and a
credit valuation adjustment.

Turnover

All turnover arose within the United Kingdom.
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E4) SCHOOLS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

Operating profit

The operating profit is stated after charging:

Auditors' remuneration - audit fees
Auditors' remuneration - taxation compliance services

Directors' remuneration

Directors' emoluments

The Company has no directly employed personnel (2017: nil).

Interest receivable and similar income

Deposit account interest
Interest receivable on finance debtor

Interest payable and similar expenses

Bank interest payable
Other loan interest payable
Loans from group undertakings

12018 2017
£000 £000
9 24

5 3
2018 2017
£000 £000
74 65
74 65
2018 2017
£000 £000
- 1
5,485 5,587
5,485 5,588
2018 2017
£000 £000
4,167 4,218
40 40
810 812
5,017 5,070
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E41 SCHOOLS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

Taxation
2018 2017
£000 £000
Corporation tax
Current tax on profits for the year i 107 202
Adjustments in respect of previous periods - : : 214 (109)
321 93
Total current tax 321 93
Deferred tax
Deferred tax 30 57
Total deferred tax 30 57
Taxation on profit on ordinary activities 351 150

Factors affecting tax charge for the year

The tax assessed for the year is higher (2017: lower) than the standard rate of corporation tax in the UK
of 19% (2017: 20%). The differences are explained below:

2018 2017
£000 £000
Profit on ordinary activities before tax 571 1,298
Profit on ordinary activities multiplied by standard rate of corporation tax in
the UK of 19% (2017: 20%) 109 260
Effects of:
Adjustments to tax charge in respect of prior periods 214 (110)
Other adjustments 28 -
351 150

Total tax charge for the year

Factors that may affect future tax charges

Reductions in the rate of corporation tax to 18% (effective 1 April 2020) was substantively enacted on 26
October 2015. An additional reduction to 17% (effective from 1 April 2020) was announced in the Budget
on 16 March 2016. This will reduce the Company's future current tax charge accordingly.
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E4l SCHOOLS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

Debtors
2018 2017
£000 £000
Due after more than one year
Financial asset . } 80,760 82,198
' 80,760 82,198
2018 2017
£000 £000
Due within one year
Trade debtors 1 -
Other debtors - 87
Prepayments and accrued income 16 29
Financial asset 1,672 1,563
Deferred taxation 4,488 5,319
6,177 6,998
Creditors: amounts falling due within one year
2018 2017
£000 £000
Bank loans 1,198 1,032
Trade creditors 350 388
Amounts owed to group undertakings - subordinated debt 29 22
Corporation tax 59 -
VAT creditor 351 228
Accruals and deferred income 1,035 926
3,022 2,596
Creditors: amounts falling due after more than one year
2018 2017
£000 £000
Bank loans 73,355 74,519
Amounts owed to group undertakings - subordinated debt 6,366 6,380
Cash flow hedge - Interest rate and RP] swaps : 26,402 31,118
106,123 112,017
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E4l SCHOOLS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
- FOR THE YEAR ENDED 31 MARCH 2018

12

Loans
2018 2017
£000 £000
In one year or less, or on demand 1,227 1,054
In more than one year, but no more than two years 1,221 1,218
In more than two years, but no more than five years 5,185 4,367
In more than five years 74,171 76,210
Unamortised facility arrangement fees (856) (896)
80,948 81,953

Term Loan:

The Term Loan repayments commenced on 30 September 2011 at semi annual intervals with the final
payment due in July 2039. Interest charged on amounts drawn under both facilities is based on the
floating LIBOR rate plus a margin and was capitalised into the Term Loan balance during the facility
availability period through to 31 March 2011 and is now being amortised over the remaining period of the
loan.

All amounts drawn under the facilities are secured by a fixed and floating charge over all the assets,
rights and undertakings of the Company.

As at 31 March 2018 £75,271k (2017: £76,302k) is outstanding under the Term Loan facility.

Loan from the Parent Company:

The Parent Company shareholders subscribed £6,933k on 24 October 2008 for Loan Notes issued by
the Parent Company, which subsequently loaned this amount to the SPV. The loan from the Parent
Company bears interest at 12.4% per annum and is repayable in semi-annual instalments from 30
September 2011.

As at 31 March 2018 £6,533k (2017: £6,547Kk) is outstanding in respect of the loan.

Financial derivatives:

The Company has entered into interest rate and RPI swap contracts with The Co-operative Bank PLC,
Sumito Mitsui Banking Corporation and Barclays Bank PLC to hedge its exposure to fluctuations in
interest rates. The effect of the interest rate swap is that the Company pays a fixed rate of interest of
4.443% per annum plus a margin of 1.1% on its term loans from October 2008 to March 2039. Receipts
and payments on interest rate instruments are recognised on an accruals basis over the life of the

instrument.

The notional principal amount of the interest rate swaps as at 31 March 2018 is £75,282k (2017:
£76,314k) and the interest rate swaps mature on 31 March 2039.
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E4l SCHOOLS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

13.

14,

15.

Deferred taxation

2018 2017
£000 £000
At beginning of year & 5,319 5,336
Charged to profit or loss (30) (57)
Charged to other comprehensive income (801) 40
At end of year 4,488 5,319

A deferred tax asset has been recognised to the extent that the directors consider that it is more likely
than not that sufficient taxable profits will be available in the future against which the deferred tax asset

can be recovered.

The deferred tax asset is made up as follows:

2018 2017
£000 £000
Taxation in respect of the fair value of the cash flow hedge 4,488 5,319
4,488 5319
Share capital
2018 2017
£000 £000
Allotted, called up and fully paid _ )
1,000 Ordinary shares of £1 each 1 1

Reserves
Other reserves

The cash flow hedge reserve includes all current and .prior period change in fair value of designated
hedging and the associated tax movement.

Profit and loss account

The profit and loss account includes all current and prior period retained profits and losses.
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E41 SCHOOLS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

16.

17.

Related party transactions

All of the following related parties that transacted with E4i Schools Limited (the “Company”) are
significant shareholders of the Parent Company E4i Holdings Limited.

The loan outstanding due to Forth Services Limited, a shareholder of E4i Holdings Limited, at year end
was £980k (2017: £982k). Interest charged during the year was £122k (2017: £122k). At the end of the
year interest of £61k (2017: £61k) was accrued. Forth Services Limited also invoiced £32k (2017: £22k)
in respect of professional services. At the end of the year £nil (2017: £nil) was outstanding. At the end of
the year £nil (2017: £nil) was accrued for professional services provided by Forth Services Limited.

FES FM Limited, a fellow group member of Forth Services Limited, invoiced £2,358k (2017: £2,307k) in
respect of facilities management services. At the end of the year £155k (2017 £348k) was owed to FES
FM Limited for these services.

The loan outstanding due to Equitix Education 2 Limited, a shareholder of E4i Holdings Limited, at year
end was £5,553k (2017: £5,565k). Interest during the year was £683k (2017: £694k). At the end of the
year interest of £343k (2017: £344k) was accrued. Equitix Education 2 Limited also invoiced £30k (2017:
£57k) in respect of professional services and £296k (2017: £34Kk) in respect of consortium relief. At the
end of the year £188k (2017: £nil) was outstanding. At the end of the year £nil (2017: £nil) was accrued
for professional services or consartium relief provided by Equitix Education 2 Limited.

Controlling party

The Company is owned by E4i Holdings Limited, which is in tum controlled by Forth Services Limited
(15% shareholding) and Equitix Education 2 Limited (85% shareholding).

In the directors’ opinion Equitix Fund [l LP is considered to be the ultimate controlling party.
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