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Academy Services (Sheffield) Limited

Directors’ report

The directors of Academy Services (Sheffield) Limited (“the company”) present their annual report and the audited
financial statements for the year ended 31-December 2017. This Directors’ report has been prepared in accordance
with the special provisions relating to small companies under Part 15 of the Companies Act 2006. No strategic report
has been prepared, in accordance with the provisions applicable to companies entitled to the small companies’
exemption. .

Business review and principal activities
The company is a wholly-owned subsidiary of Academy Services (Sheffield) Holding Limited ("ASSHL").

The principal activity of the company is the design, construction, refurbishment, financing and maintenance of four
schools in the Sheffield area under the UK Government’s Private Finance Initiative. The company is now fully
operational.

There have not been any significant changes in the company’s.principal activities in the year under review. The directors
are not aware, at the date of this report, of any likely major changes in the company’s activities in the next year.
Results and dividends

As shown in the company’s Income statement on page 8 and Note 3 on page 18, the company’s revenue increased by
1.4%, with the gross profit increasing by 5.9% compared to the previous year and an increase in operating profit from
£377,650 to £426,196. Overall, the company made a post-tax profit of £315,242 (2016: £284,303).

A total dividend of £625,000 has been paid in the year (2016: £200,000), of which £300,000 was approved in November
2016 but not paid until January 2017. Total dividends of £325,000 (2016: £500,000) have been recognised in the period.
The directors recommend that no final dividend be paid (2016: £nil). ’

Financial risk management

The financial risks to which the company is exposed are credit risk, interest rate risk, cash flow risk, inflation risk and
liquidity risk.

Credit risk

The company’s credit risk is attributable to its unitary charge income from its sole customer, Sheffield City Council.
As this is a quasi-governmental organisation, the credit risk and associated cash flow risk are not considered significant.
Interest rate risk A

The company’s bank loan bears interest at a rate that fluctuates with the money market. The company mitigates the
risk of an increased interest rate by the use of swap agreements to convert the floating interest rate to a fixed rate.
Cash flow risk

The company’s activities expose it primarily to the financial risks of changes in interest rates. The company uses interest
rate swap contracts to hedge these exposures. Interest bearing assets and liabilities are held at fixed rate to ensure
certainty of cash flows.

Inflation risk

The company is exposed to inflation risk due to contractual obligations to its supphers The company mitigates this by
linking an element of the unitary charge to inflation.

Liquidity risk

The company mitigates its liquidity risk by the use of long-term borrowings and by maintaining reserve bank accounts
to provide short-term liquidity against future debt service and other expenditure requirements. In addition, the company
maintains a rolling cash flow forecast based on the bank- approved financial model, which is regularly updated to reflect
actual cash movements and any projected changes. This forecast is used to monitor the company’s ability to meet its
future cash commitments and ensure compliance with the bank covenants.



Academy Services (Sheffield) Limited
Directors’ report (continued)

Going concern

The group meets its day to day working capital requirements principally through a senior debt facility which is in place
until January 2030, with interest payments economically hedged through an interest rate swap for the term of the loan.
As a result of market uncertainty due to the economic environment, the following are potential risks to the company:

o the ability of key sub-contractors to continue to meet their contractual commitments; and
o the ability of the swap provider to continue to meet their contractual commitments.
The directors do not consider the ability of government authorities to pay unitary fees to be a material risk.

The company's forecasts and projections, taking account of the above risks show that the company expects to be able
to continue to operate within the level of its current facilities and continue to meet loan covenants. The principal loan
covenants are historic and forecast financial ratios.

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 annual report and financial statements.

Share capital
Issued share capital at the year end was £100 (2016: £100).

Directors

The current directors of the company are shown on page 1. On 2 November 2017 A C Roper and I A Wallace resigned
and S Bell and R L Turnbull were appointed.

Qualifying third party indemnity provisions are currently in force for the benefit of certain directors.

Disclosure of information to auditor
Each of the directors at the date of approval of this report confirms that:
so far as the directors are aware, there is no relevant audit information of which the auditor is unaware; and

o the directors have taken all the steps that they ought to have taken as directors to make themselves aware of any
relevant audit information and to establish that the company’s auditor is aware of that information.

This information is glven and should be interpreted in accordance with the provisions of s418 of the Companies Act
2006.

Auditor

Deloitte LLP, having expressed their willingness to continue in office, will be deemed reappointed for the next financial
year in accordance with Section 487(2) of the Companies Act 2006 and, unless the company receives notice under
Section 488(1) of the Act, offer themselves for reappointment as auditor in accordance with the Companies Act.

By Order of the Board

J A Cheadle
Company Secretary

lo}( A:32018



Academy Serv1ces (Shefﬁeld) Limited

Dlrectors respODSlbllltleS statement

The dlrectors are responsible for preparing the annual report and the ﬁnanc1al 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 the Financial Reporting Standard 101
"Reduced Disclosure Framework". Under company law the directors must not approve the financial statements unless
they are satisfied that they give a true and fair view of the state of affairs of the company and of the income statement
of the company for that period. In preparing these financial statements, the directors are required to:

o select sultable accounting pohcxes and then apply them con51stently,
e make Judgements and accounting estimates that are reasonable and prudent; and

o prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company
w111 continue in business.

The d1rectors 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 posmon 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. .



Academy Services (Sheffield) Limited

Independent auditor’s report to the members of Academy Services
(Sheffield) Limited :

Report on the audit of the financial statements
Opinion
In our opinion the financial statements:

e give a true and fair view of the state of the company’s affaxrs as at 31 December 2017 and of its profit for the
year then ended;
"o have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
including Financial Reporting Standard 101 “Reduced Disclosure Framework”; and
e have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements of Academy Services (Sheffield) Limited (the ‘company’) which comprise:

the income statement; .
the statement of other comprehensive income;
the statement of financial position;

_ the statement of changes in equity; and
the related notes 1 to 23.

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 101 “Reduced Disclosure Framework” (United
Kingdom Generally Accepted Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicaf)le
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.

Conclusions relating to going concern
We are required by ISAs (UK) to report in respect of the following matters where:

o the directors’ use of the gomg concern basis of accounting in preparation of the financial statements is not
appropriate; or
e the directors have not dlsclosed 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.

We have nothing to report in respect of these matters.
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.



Academy Services (Sheffield) Limited

Independent auditor’s report to the members of Academy Services
(Sheffield) Limited (continued)

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 respect of these matters.
Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, 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 it 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 for 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. ’

Use of our report

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. . .

Report on other legal and regulatory requirements
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 directors’ report for the financial year for which the financial statements are
prepared is consistent with the financial statements; and
e the directors’ report has been prepared in accordance with applicable legal requirements.

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 any material misstatements in the directors’ report.



. Academy Services (Sheffield) Limited

Independent auditor’s report to the members of Academy Services
(Sheffield) Limited (continued)

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:

o  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 take advantage of the small companies’ exemptions in preparing the directors’

report and from the requirement to prepare a strategic report.

We have nothing to report in respect of these matters.

ko Lol

Makhan Chahal ACA (Senior Statutory Auditor)
for and on behalf of Deloitte LLP

Statutory Auditor

London, United Kingdom

0 t/\:j 2018



Academy Services (Sheffield) Limited

Income statement
For the year ended 31 December 2017

Revenue
Cost of sales

Gross profit
Administrative expenses
Operating profit

Finance income
Finance costs

Profit on ordinary activities before taxation

Tax on profit on ordinary activities

Profit for the financial year

All results are derived from continuing operations.

The notes on pages 12 to 24 form part of these financial statements.

Note

N W

2017 2016

£ £
4,096,664 4,041,260
(3,219,398) (3,212,863)
877,266 828,397
(451,070)  (450,747)
426,196 377,650
2,261,227 2,393,419
(2,296,324) (2,423,945)
391,099 347,124
(75.857)  (62,821)
315,242 284,303




Academy Services (Sheffield) Limited

Statement of other comprehensive income
For the year ended 31 December 2017

Profit for the year

Items that may be reclassified sﬁbsequently to profit 6r loss:
Cash flow hedges:

Gains/(losses) arising during the year

Deferred tax in relation to cash flow hedges

Total comprehensive income/(loss) for the year

‘The notes on pages 12 to 24 form part of these financial statements.

Note

17

2017

2016
£ £
315,242 284,303
1,161,333 (774,881)
(197,426) 61,777
1,279,149  (428,801)




Academy Services (Sheffield) Limited

Statement of financial position
As at 31 December 2017

2017 2016
Note : R £

Non-current assets .

Financial asset 8 © 31,978,555 - 33,843,078
Deferred tax 9 . 1,093,273 1,286,382
Current assets ' .
Trade and other receivables - ’ 10 47,084 115,049
Current tax asset - 31,709
Short term investments ’ 11 - 6,081,193 7,230,287
Cash at bank and in hand 161,350 155,366
Total assets ’ 39,361,455 42,661,871
Current liabilities

Trade and other payables 12 . (2,899,768) (4,202,595)
Current tax liabilities : . (20,004) -
Borrowings _ 14 : (2,106,844) (1,848,185)
Net current assets X 1,263,011. 1,449,922
Total assets less current liabilities 34,334,839 36,611,091
Non-current liabilities . . .
Derivative financial instruments . 15 " (6,608,751) (7,770,084)
]li’»&rrowings ) ' 13/14 (32,631,229) (34,700,297)
Net liabilities . (4,905,141) (5,859,290)
Equity . _

Called up share capital . 16 100 100
Hedging reserve 17 - (5,485,263) (6,449,170)
Retained earnings . ) 18 580,022 589,780

Equity attributable to owners of the company . (4,905,141) (5,859,290)

The financial statements of the company, registered number 05321902, were approved by the Board of Directors on .
[0+ May 2018 and signed on its behalf by

R W Driver
Director

The notes on pages 12 to 24 form part of these financial statements.
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Academy Services (Sheffield) Limited.

Statement of changes in equity
For the year ended 31 December 2017

Called up

share Hedging Retained
Note capital reserve earnings Total
' £ £ £ £
Balance at 1 January 2016 ) 100 (5,736,066) 805,477  (4,930,489)
Profit for the year - - 284,303 284,303
Other comprehensive income for the year ) 17 .- (713,104) - (713,104)
Total comprehensive income for the year - (713,104) 284,303 ' (428,801)
Dividends 18 - - - (500,000) (500,000)
Balance ét 31 December 2016 100  (6,449,170) 589,780  (5,859,290)
Profit for the year - - 315,242 315,242
Other comprehensive income for the year 17 - 963,907 - 963,907
Total comprehensive income for the yﬁar - 963,907 315,242 ‘ 1,279,149 |
- Dividends ‘ 18 - - (325,000) (325,000)
Balance at 31 December 2017 100 (5,485,263) 580,022  (4,905,141)

The notes on pages 12 to 24 form part of these financial statements.

11



| Academy Services (Sheffield) Limited

Notes to the financial statements
For the year ended 31 December 2017

1. Accounting policies

The principal accounting pollcles are summarised below. They have all been applied cons1stently throughout the  year
and the preceding year.

Basis of accounting

The company is incorporated in the United Kingdom under the Companies Act 2006, registered in England and is a
private company limited by shares. The address of the registered office is given on page 1. The nature of the company’s
operations and its principal activities are set out in the business review on page 2. The company meets the definition.of
a qualifying entity under FRS 100 (Financial Reporting Standard 100) issued by the Financial Reporting Council.
Accordingly, in the year ended 31 December 2017 the company continued to adopt accounting framework FRS 101
(Financial Reporting Standard 101 "Reduced Disclosure Framework") (“FRS 101”) as issued by the Financial
Reporting Council. Therefore these financial statements were prepared in accordance with FRS 101. Therefore the
recognition and measurement requirements of EU adopted IFRS have been applled with amendments where necessary
in order to comply with the Companies Act 2006.

The company has applied FRS 101 issued by the Financial Reporting Council (FRC) incorporating Amendments to
FRS 101 issued by the FRC in July 2015 and the amendments to Company Law made by the Companies, Partnership
and Groups (Accounts and Reports) Regulations 2015.

The financial statements have been prepared under the historical cost convention, modified to include the revaluation
of certain assets and financial instruments. Historical cost is generally based on the fair value of the consideration given
in exchange for the assets.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date, regardless of whether that price is directly observable or estimated
using another valuation technique.

These financial statements are prepared in pounds sterling because that is the currency of the primary economic activity
in which the company operates.

As permitted by FRS 101, the company has taken advantage of the disclosure exemptions available under that standard
in relation to business combinations, non-current assets held for sale, financial instruments, capital management,
presentation of comparative information in respect of certain assets, presentation of a cash-flow statement, standards
not yet effective, impairment of assets and related party transactions. Where required, equivalent disclosures are given
in the group accounts of Redwood Partnership Ventures 2 Limited (“RPV2”). The group accounts of RPV?2 are available
to the public and can be obtained as set out in note 23.

Going concern

The company’s business activities, together with the factors likely to affect its future development, performance and
position are set out in the directors’ report on pages 2 to 3. The directors’ report also describes the financial position
of the company; its cash flows, liquidity position and borrowing facilities and exposure to credit, liquidity and cash
flow risk.

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

12



Academy Services (Sheffield) Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

1. Accounting policies (continued)
New and revised IFRSs in issue but not yet effective

At the date of authorisation of these financial statements, the company has not applied the following new and revised
IFRSs that have been issued but are not yet effective and had not yet been adopted by the EU:

IFRS 9 Financial Instruments
IFRS 15 Revenue from Contracts with Customers
IFRS 16 Leases

The directors do not expect that the adoption of the Standards listed above will have a material impact on the financial
statements of the company in future periods, except as noted;

e IFRS 9 will impact both the measurement and disclosures of financial instruments; and
e TFRS 15 may have an impact on revenue recognition and related disclosures; and

e TFRS 16 will have an impact on the reported assets, liabilities, income statement and cash flows of the
company. Furthermore, extensive disclosures will be required by IFRS 16.

The application of IFRS 9 may change the measurement and presentation of many financial instruments, depending on
their contractual cash flows and the business model under which they are held. The impairment requirements of IFRS
9, which are based on an expected credit loss (ECL) model that replaces the IAS 39 incurred loss model, will generally
result in earlier recognition of credit losses.

IFRS 15 is more prescriptive than the current IFRS requirements for revenue recognition and provides more application
guidance. The disclosure requirements are also more extensive. Beyond this, it is not practicable to provide a reasonable
estimate of the effect of these standards until a detailed review has been completed.

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.
Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit may differ from net profit as reported
in the income statement because it may exclude items of income or expense that are taxable or deductible in other years
and it further excludes items that are never taxable 6r deductible. The company’s liability for current tax is calculated
using tax rates that have been enacted or substantively enacted by the statement of financial position date.

13



Academy Services (Sheffield) Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

1. ‘Accounting policies (continued)
-Deferred tax

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets and
liabilities in the financial statements and the corresponding tax.basis used in the computation of taxable profit, and is
accounted for using the statement of financial position liability method. Deferred tax liabilities are generally recognised
for all taxable temporary differences and deferred tax assets are recognised to the extent that it is probable that taxable
profits will be available against which deductible temporary differences can be utilised. Such assets and liabilities are
not recognised if the temporary difference arises from the initial recognition of goodwill or from the initial recognition
(other than in a business combination) of other assets and liabilities in a transaction that affects neither the taxable profit
nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each statement of financial position date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be
recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the asset
is realised based on tax laws and rates that have been enacted or substantively enacted at the statement of financial
position date. Deferred tax is charged or credited in the income statement, except when it relates to items charged or
credited in other comprehensive income, in which-case the deferred tax is also dealt with in other comprehensive
income.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the manner
in which the company expects, at the end of the reporting period, to recover or settle the carrying amount of its assets
and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes levied by the same taxation authority and the company
intends to settle its current tax assets and liabilities on a net basis.

Current tax and deferred tax for the year

Current and deférred tax are recognised in the income statement, except when they relate to items that are recognised
in other comprehensive income or directly in equity, in which case, the current and deferred tax are also recognised in
other comprehensive income or directly in equlty respectlvely :

Revenue

Revenue, which is stated net of value added tax, represents amounts invoiced for services provided in the year after
allowing for the repayment of, and interest imputed on, the finance asset (see below).

Operating profit

Operating profit is stated after charging restructuring costs and after the share of results of associates but before
investment income and finance costs. ‘

Financial instruments

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial liabilities (other than financial assets and financial

liabilities at fair value through the income statement) are added to or deducted from the fair value of the financial assets .
or financial liabilities, as appropriate, on initial recognition. Transaction costs directly attributable to the acqutsntlon of
financial assets or financial liabilities at fair value through the income statement are recognised immediately in the

income statement.

14



Academy Services (Sheffield) Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

1. Accounting policies (continued)
Financial assets

The company has adopted IFRIC 12 - Service Concession Arrangements whereby the client, Sheffield County Council,
has contracted with the company to design, construct, refurbish, finance and maintain four schools in the Sheffield area
for 25 years. IFRIC 12 draws a distinction between two types of concession arrangement; financial asset and intangible
asset. All financial assets are recognised and derecognised on a trade date where the purchase or sale of a financial asset
is under a contract whose terms require delivery of the financial asset within the timeframe established by the market
concerned, and are initially measured at fair value, plus transaction costs, except for those financial assets classified as
at fair value through the income statement, which are initially measured at fair value.

In accordance with IFRIC 12 the company has an unconditional right to receive specified or determinable amounts of
cash from the client in return for constructing and then operating and maintaining the schools. In the construction phase,
income is recognised by applying an attributable profit margin on the construction costs representing the fair value of
construction services. In the operational phase, income is recognised by allocating a proportion of total cash received
over the life of the project to service costs by means of a deemed constant rate of return on these costs. The residual
element of projected cash is allocated to the financial asset using the effective interest rate method giving rise to interest
income. Due to the nature of the contractual arrangements the projected cash flows can be estimated with a high degree
of certainty. Investment income is recognised when it is probable that the economic benefits will flow to the company
and the amount of revenue can be measured reliably. Interest income is accrued on a time basis, by reference to the
principal outstanding and at the effective interest rate applicable, the rate that exactly discounts estimated future cash
receipts through the expected life of the PPP financial asset to that asset's net carrying amount on initial recognition.

Effective interest method .

The effective interest method is a method of calculating the amortised cost of a debt instrument and of allocating interest
income over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash
receipts (including all fees and points paid or received that form an integral part of the effective interest rate, transaction
costs and other premiums or discounts) through the expected life of the debt instrument, or, where appropriate, a shorter
period, to the net carrying amount on initial recognition.

Income is recognised on an effective interest basis for debt instruments other than those financial assets classified as at
fair value through the income statement ("FVTPL").

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at each statement of financial
position date. Financial assets are impaired where there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the estimated future cash flows of the investment have been
affected.

For all other financial assets, including. redeemable notes classified as available for sale ("AFS") and finance lease
receivables, objective evidence of impairment could include:

o significant financial difficulty of the issuer or counterparty; or
o default or delinquency in interest or principal payments; or
e it becoming probable that the borrower will enter bankruptcy or financial re-organisation.

For certain categories of financial asset, such as trade receivables, assets that are assessed not to be impaired individually
are, in addition, assessed for impairment on a collective basis. Objective evidence of impairment for a portfolio of
receivables could include the company’s past experience of collecting payments, an increase in the number of delayed
payments in the portfolio past the average credit period of 30 days, as well as observable changes in national or local
economic conditions that correlate with default on receivables.

15



Academy Services (Sheffield) Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

‘1. Accounting policies (continued)
Impairment of financial assets (continued)

For financial assets carried at amortised cost, the amount of the impairment is the difference between the asset’s carrying
amount and the present value of estimated future cash flows, discounted at the financial asset’s original effective interest
rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the
exception of trade receivables, where the carrying amount is reduced through the use of an allowance account. When a
trade receivable is considered uncollectible, it is written off against the allowance account. Subsequent recoveries of
amounts previously written off are credited against the allowance account. Changes. in the carrying amount of the
allowance account are recognised in profit or loss.

When an available for sale financial asset is considered as impaired, cumulative gains and losses previously recognised
as other comprehensive income reclassified to the income statement in the period.

With the exception of AFS equity instruments, if, in a subsequent period, the amount of the impairment loss decreases
and the decrease can be related objectively to an event occurring after the impairment was recognised, the previously
recognised impairment loss is reversed through profit or loss to the extent that the carrying amount of the investment
at the date the impairment is reversed does not exceed what the amortised cost would have been had the impairment
not been recognised.

Loans and receivables -

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

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets
that necessarily take a substantial period 6f time to get ready for their intended use or sale, are added to the cost of those
assets, until such time as the assets are substantially ready for their intended use or sale.

To the extent that variable rate borrowings are used to finance a qualifying asset and are hedged in an effective cash
flow hedge of interest rate risk, the effective portion of the derivative is recognised in other comprehensive income and
released to the income statement when the qualifying asset impacts profit or loss. To the extent that fixed rate
borrowings are used to finance a qualifying asset and are hedged in an effective fair value hedge of interest rate risk,
the capitalised borrowing costs reflect the hedged interest rate.

Investment income earned on the temporary investment of specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
Financial liabilities ‘

Financial liabilities are classified as either financial liabilities ‘at FVTPL’ or ‘other financial liabilities’.
Financial liabilities at FVTPL

Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on remeasurement recognised in
the income statement. The net gain or loss recognised in the income statement incorporates any interest paid on the
financial liability and is included in the ‘other gains and losses’ line item in the income statement.
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Academy Services (Sheffield) Limited

Notes to the financial statements (contihued)
For the year ended 31 December 2017

1.  Accounting policies (continued)
Other financial liabilities )
Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs.

Other financial liabilities are subsequently measured at amortised cost using the effective interest method, with interest
expense recognised on an effective yield basis.

Derecognition of financial liabilities

The company derecognises financial liabilities when, and only when, the conipany‘s obligations are discharged,
cancelled or have expired. The difference between the carrying amount of the financial liability recognised and the
consideration paid and payable is recognised as profit or loss.

Derivative financial instruments

The company enters into a variety of derivative financial instruments to manage its exposure to interest rate risk,
including interest rate swaps. Further details of derivative financial instruments are disclosed in note 15.

Derivatives are initially recognised at fair value at the date a derivative contract is entered into and are subsequently
remeasured to their fair value at each statement of financial position date. The resulting gain or loss.is recognised in the
income statement immediately unless the derivative is designated and effective as a hedging instrument, in which event
the timing of the recognition in the income statement depends on the nature of the hedge relationship. The company
designates certain derivatives as either hedges of the fair value of recognised assets or liabilities or firm commitments
(fair value hedges), hedges of highly probable forecast transactions or hedges of foreign currency risk of firm
commitments (cash flow hedges).

A derivative with a positive fair value is recognised as a financial asset whereas a derivative with a negative fair value
is recognised as a financial liability. A derivative is presented as a non-current asset or a non-current liability if the
remaining maturity of the instrument is more than 12 months and it is not expected to be realised or settled within 12
months. Other derivatives are presented as current assets or current liabilities.

Hedge accounting

The company designates certain derivatives as hedging instruments in cash flow hedges. At the inception of the hedge
relationship, the company documents the relationship between the hedging instrument and the hedged item, along with
its risk management objectives and its strategy for undertaking various hedge transactions. Furthermore, at the inception -
of the hedge and on an ongoing basis, the company documents whether the hedging instrument is highly effective in
offsetting changes in fair values or cash flows of the hedged item. .

Note 15 sets out details of the fair values of the derivative instruments used for hedging purposes.
Movements in the hedging reserve in equity are detailed in note 17. A
Cash flow hedge

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges is
recognised in other comprehensive income. The gain or loss relating to the ineffective portion is recognised immediately
in the income statement, and is included in the ‘other gains and losses’ liné item.

Amounts previously recognised in other comprehensive income and accumulated in equity are reclassified to the
income statement in the periods when the hedged item is recognised in the income statement, in the same line of the
income statement as the recognised hedged item. However, when the forecast transaction that is hedged results in the
recognition of a non-financial asset or a non-financial liability, the gains and losses previously accumulated in equity
are transferred from equity and included in the initial measurement of the cost of the non-financial asset or non-financial
liability. :
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Academy Services (Sheffield) Limited

Notes to the financial statements (continued)
- For the year ended 31 December 2017

1. Accounting policies (continued)
Cash flow hedge (continued)

Hedge accounting is discontinued when the company revokes the hedging relationship, the hedging instrument expires
or is sold, terminated, or exercised, or no longer qualifies for hedge accounting. Any gain or loss recognised in other
comprehensive income at that time is accumulated in equity and is recognised when the forecast transaction is ultimately
recognised in the income statement. When a forecast transaction is no longer expected to occur, the gain or loss
accumulated in equity is recognised immediately in the income statement.

2. Critical accounting judgements and key sources of estimation uncertainty

In the application of the company’s accounting policies, which are described in note 1 above, the directors are required
to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period, or in the period of the
revision and future periods if the revision affects both current and future periods.

Critical judgements in applying the company’s accounting policies

There are no critical judgements that the directors have made in the process of applying the company’s accounting
policies.

Key sources of estimation uncertainty

There are no key sources of estimation uncertainty which may cause a material adjustment to the carrying amount of
assets and liabilities within the next financial year.

3. Revenue
2017 2016
£ £
Unitary charge and other income . 4,096,664 4,041,260
All revenue arose in the United Kingdom and from one operation.
4. Operating profit
Operating profit is stated after charging:
2017 2016
£ £
Fees payable to the company’s auditor:
For the audit of the annual accounts:
Company 6,800 6,600
Parent (borne by the company) . 1000 1,000
Total audit fees 7,800 7,600
Non-audit services:
Taxation compliance services 5,400 2,200
Total fees ' 13,200 9,800
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Academy Services (Sheffield) Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

5. Finance income

Bank interest receivable
Finance income on financial asset

6. Finance costs

Bank loan interest
Subordinated loan interest

7. Taxation

(a)  Tax on profit on ordinary activities

The tax charge comprises:

Current tax:
UK Corporation tax on profits in the year
Adjustments in respect of prior year '

Deferred tax:
Movement in temporary differences

Total tax on proﬁt on ordinary activities

2017

2016

£ £

7327 - 16,205
2,253,900 2,377,214
2261227 2,393,419
2017 2016

£ £
1,828,324 1,954,663
468,000 469,282
2,296,324 2,423,945
2017 2016

£ £
75,287 69,425
4,887 (41,136)
80,174 28,289
(4,317) 34,532

. 75,857 62,821
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Academy Services (Sheffield) Limited

Notes to the financial statements (contmued)
For the year ended 31 December 2017

7. Taxation (continued)
(b)  Factors affecting tax charge for the year

The tax assessed for the year differs from that resultmg from applying the standard rate of corporation tax in the UK.
The differences are explained below:

2017 2016
_ £ £
Profit on ordinary activities before tax . o 391,099 347,124
Profit on ordinary activities multiplied by effective rate of UK corporation , A
tax of 19.25% (2016: 20%) ) _ 75,287 69,425
Effect of: ‘ ‘ . ‘ :
Prior year adjustment : 570 (6,604)
Total tax charge for the year ‘ 75,857 62,821
(¢) Deferred taxation
2017 - 2016
‘ £ £
Deferred tax liability recognised in respect of IFRS adjustments taxable in
future periods: ' ‘ .
Deferred tax asset brought forward . 34,532 -
Movement in the year . : : . (4,317) 34,532
30,215 34,532

Deferred tax is calculated at the tax rate that has been enacted or subsfantively enacted at the Statement of financial
position date. Deferred tax assets and liabilities at the end of the reporting period have been measured at 17% (2016:
17%), as it is anticipated that the timing differences will reverse at this rate.

Deferred tax assets and liabilities are offset where the company has a legally enforceable right to do so.

The following amounts relating to tax have been recognised in other comprehensive income:

2017 2016
£ £

Itemns that may be reclassified subsequently to profit or loss:
Cash flow hedges:
Deferred tax asset brought forward 1,320,914 1,259,137
Effect of decrease inrtax rate on opening liability A ' - (69,952)
Deferred tax on derivative financial instruments at 17% (2016: 17%) (197,426) 131,729
Total deferred tax on'derivati\‘ze financial instruments ‘ 1,123,488 1,320,914

The main rate of corporation tax reduced from 20% to 19% effective 1 April 2017, giving an effective corporation tax
rate for the year ended 31 December 2017 of 19.25%. Finance Act 2016 provided for a further rate reduction from 19%
to 17% effective from 1 April 2020. These rate reductions have been reflected in the calculation of deferred tax assets
and liabilities at the statement of financial position date. It is not expécted that this rate reduction will have a material
impact on the company. ‘
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Academy Services (Shefﬁeld) Limited

Notes to the financial statements (continued)

For the year ended 31 December 2017

Deferred tax assets and liabilities are offset where the company has a legally enforceable right to do so.

8. Financial assets

Finance asset

9. Deferred tax

Deferred tax asset on fair value of derivative financial instruments
Deferred tax relating to other temporary differences

10. Trade and other receivables .

Trade and other receivables
Prepayments and accrued income

11.  Short-term investments

Bank deposits

The above deposits are held under the terms of the senior loan facility.

12 Trade and other payables

Trade payables

Accruals and deferred income
- Due to group entities

Other taxes and social security

Amounts due to group companies are repayable on demand.

2017 2016

£ £
31,978,555 33,843,078
2017 2016

£ £
1,123,488 1,320,914
(30,215) (34,532)
1,093,273 1,286,382
2017 . 2016

£ £

26,721 53,190
20,363 61,859
47,084 115,049
2017 2016

£ £
"'6,081,193 7,230,287
2017 2016

£ £
234,125 235,679
2,523,324 3,505,765
- 300,000

142,319 161,151
2,899,768 4,202,595
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Academy Services (Sheffield) Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

13. Non-current liabilities

2017 2016

_ ) £ £

Bank loan (secured) 29,031,229 31,100,297
Subordinated loan (unsecured) " 3,600,000 3,600,000

32,631,229 34,700,297

14.  Borrowings

2017 - 2016
£ £

Borrowings are as follows:
Bank loans (secured) 31,138,073 32,948,482
Subordinated loans (unsecured) 3,600,000 3,600,000

34,738,073 36,548,482

Bank loans are repayable as follows:

Within one year ' 2,106,844 1,848,185
Between one and five years - 8,930,246 8,731,796
Over five years 20,100,983 22,368,501

31,138,073 32,948,482

The bank loan, secured by a charge on the company’s shares, is under a facility agreement with a consortium of banks
and is subject to a swap contract to fix the interest rate and minimise the interest rate exposure. The bank loan bears
interest at a margin over LIBOR and is repayable in instalments to 2030. As a result of this contract, the effective rate
for the loan is 5.65%. ‘ )

There have been no borrowing costs capitalised in the current year (201%: £nil).

The unsecured subordinated loan, which is repayable in instalments to 2031, has an interest rate of 13.0% and has been
provided by the company's parent, ASSHL.

15.  Derivative financial instruments

2017 2016
. £ £
Interest rate swap . ‘ 6,608,751 7,770,084

The company enters into a variety of derivative financial instruments to manage its exposure to interest rate risk and
inflation risk, including interest rate swaps.

Under interest rate swap contracts, the company agrees to exchange the difference between fixed and floating rate
interest amounts calculated on agreed notional principal amounts. Such contracts enable the company to mitigate the
risk of changing interest rates on the fair value of issued fixed rate debt held and the cash flow exposures on the issued
variable rate debt held. The fair value of interest rate swaps at the reporting date is determined by discounting the future
cash flows using the curves at-the reporting date. The average interest rate is based on the outstanding balances at the
end of the financial year. ’

22



Academy Services (Sheffield) Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

16.  Called up share capital

Allotted, called up and fully paid
100 ordinary shares of £1 each

Authorised
100 ordinary shares of £1 each

17. Hedging reserve

Balance at 1 January 2016

(Loss) recognised on cash flow hedges:
Interest rate swaps ‘

Tax related to losses recognised in other comprehensive income
Balance at 1 January 2017

Gain recognised on cash flow hedges:
Interest rate swaps

Tax related to gain recognised in other comprehensive income

Balance at 51 December 2617

2017 2016

100 100

100 100

Hedging
reserve
£

(5,736,066)

(774,881)
61,777

(6,449,170)

1,161,333
(197,426)
(5,485,263)

The hedging reserve represents the cumulative amount of gains and losses on hedging instruments deemed effective in
cash flow hedges. The cumulative deferred gain or loss on the hedging instrument is recognised in the income statement
only when the hedged transaction impacts the income statement, or is included as a basis adjustment to the non-financial

hedged item, consistent with the applicable accounting policy.

18.  Retained earnings

At 1 January 2016

Profit for the year
Dividends paid

At 1 January 2017

Profit for the year
Dividends paid

At 31 December 2017

Retained
earnings
£

805,477

284,303
(500,000)

589,780

315,242
(325,000)

580,022
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Academy Services (Sheffield) Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

19.  Dividends on equity shares
Dividend per share £3,250 (2016: £5,000).

20.  Directors remuneration

No director received any remuneration for services provided to the company during the year (2016: £nil).

21. . Employees
The company had no employees in the year (2016: nil).

22.  Transactions with directors and other related parties
. There are no transactions with the directors to be disclosed.

The company has taken advantage of the exemption conferred by FRS 101 ‘paragraph 101.8(k) that allows it not to
disclose transactions with group companies.

During the year, the company carried out a number of transactions with related parties in the normal course of business
and on an arm’s length basis. The names of the related parties and the total value of transactions are shown below:

2017 - 2016
Value of Payable Value of Payable
transactions  atyear-end ftransactions atyear-end
£ £ £ £
Kajima Partnerships lelted (“KPL") : :
Management services 80,454 - 77,832 -

KPL holds a 25% interest in-the company’s ultimate parent, RPV2. KPL is a member of the Kajima group of companies.

23. Ultimate and immediate parent company

The company’s immediate parent company is ASSHL, a company incorporated in the United Kingdom. Its ultimate
parent and controlling company, and the smallest and largest group into which the company is consolidated is RPV2, a
company also incorporated in the United Kingdom. Copies of its financial statements are available at this company s
registered office as shown on page 1.
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