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Report of the directors

The directors submut their report and the audited consolidated financial statements for the year ended 31
January 2011

Business review and principal activities

The Company 1s a Special Purpose Company whose sole business 1s to act as a holding company for
Alpha Schools (Highland) Limited and Alpha Schools (Highland) Project Ple {together “the Group™)

Alpha Schools (Highland) Linmuted entered mnto a Private Finance Initauve (“PFI”) contract with The
Highland Council on 6 April 2006 to design, build and finance eleven primary and secondary schools and
provide certain facihties management services within these schools

As part of this contract, Alpha Schools (Highland) Limted also entered into a fixed-price, date certamn
sub-contract with Mornison Construction Limited to design and buidd the schools  Construction of the
schools was completed 1n July 2009

The PFI project has been financed primanly by the 1ssue of fixed rate bonds of £81,405,210 and a loan
facility provided by the European Investment Bank ("EIB") of £60.000,000 These funds were received
during the year ended 31 January 2007 The proceeds of both the bond issue and loan facility have been
lent to Alpha Schools (Highland) Limited by Alpha Schools (Highland) Project Ple, a Special Purpose
Company established to 1ssue the debt and enter 1nto the mam finance documents of the contract

The first schocl was made available to The Highland Council on 26 March 2007 and the term of the PFI
contract 15 30 years from this date The Group recetves service payments from The Highland Council for
each school as 1t becomes available Full service payments are now being recerved for all eleven schools
The Group has therefore generated turnover of £17,860,540 (2010 [16,828,433) durning the current
financial yeat The construction and other related costs of bulding have been treated as a financial asset
which will be repatd over the life of the contract

The prncipal risk facing the Group s the mability to meet 1ts obligations in respect of interest and
principal repayments on the bonds and EIB loan A Financial Guarantee provided by Ambac Assurance
UK Limited (“Ambac™) 1s in place to manage this risk  Under the terms of the Guarantee, Ambac
unconditionally and irrevocably agrees to pay all sums due and payable by Alpha Schools (Highland)
Project Plc 1n the event that Alpha Schools (Highland) Project Plc fais to pay

In order to meets its contractual obligations, Alpha Schools (Hightand) Project Plc 15 dependent on
receipt of funds from Alpha Schools (Highland) Limuted and therefore 1s dependent on the successful
operaton of Alpha Schools (Highland) Limited and the PFI contract in general The contractual
arrangements for the PFI contract have however been structured to munimise the nisks retamed by Alpha
Schools (Highland) Iumuted and there are various security and contractual arrangements 1n place to
protect Alpha Schools (Highland) Lunited from default or non-performance by any sub-contractors
Alpha Schools {Highland) Holdings Lumited has also puaranteed the obligauons of Alpha Schools
(Highland) Limuted to the Company under the Intercompany On-Loan Agreements
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Report of the directors (continued)

Future developments
The directors do not anticipate any changes in the Group’s activities
Summary of key performance indicators

The directors have monitored the progress of the overall Group strategy and the indrnidual strategic
elements by teference to certamn financial and non-financial indicators

2011 2010 Method of calculation
Total net debt at balance
Net debt £140,338,079  [£142,824,357 sheet date
Performance and availability deductons 0.5% 0 04% Percentage of turnover

Results and dividends

The results for the year are set out on page ¢ The profit for the year amounted to £2,039,193 (2010
£2,078,602) and has been transferred to reserves The directors do not recommend payment of a
dividend 1n respect of the year (2010 £1,250,000) A dividend of {700,000 was declared post year end
and patd on 25 March 2011

Directors and their interests

The directors of the Company who held office during the year and to date are as follows

]} Boags

P j Cooper

G A Quatfe

A L Roshier (resigned 13 May 2010)

H O’Gorman (appointed 19 August 2010)

In accordance with the Company's Arucles of Association, none of 1ts directors are required to reure
None of the directors who held office at the beginmung or end of the year had any interests 1n the
shares of the Company
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Report of the directors (continued)

Directors’ responsibilities

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

Company law requures the directors to prepare financial statements for each financial year Under that law
the directors have elected to prepare the financial statements 1n accordance with United Kingdom
Accounting Standards (Unuted Kingdom Generally Accepted Accountng Pracuce) Under company law
the directors must not approve the financial statements unless they are satisfied thar they give a true and
fair view of the state of affairs of the company and of the profit or loss of the company for that period In
preparing those financial statements, the directors are required to

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

- prepare the financial statements on the going concern basis unless 1t 1s 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 transactons and disclose with reasonable accuracy at any ume the financial postuon
of the company and enable them to ensure that the financial statements comply with the Companies Act
2006 They are also responsible for safeguarding the assets of the company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregulanines

In so far as the directors are aware
- there 15 no relevant audit information of which the company's auditor 1s unaware, and

- the directors have taken all steps that they ought to have taken to make themselves aware of any
relevant audit information and to establish that the auditor is aware of that mformation

Financial risk management objectives and policies

The Group's financial nsk management objecttves and exposures have been set out 1 note 11 of these
financial statements
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Report of the directors (continued)

Auditor

Grant Thornton UK LLP offer themselves for reappointment as auditors i accordance with secton
485(4) of the Companies Act 2006

ON BEHALF OF THE BOARD

WO Co
H O’Gorman
Director

21 July 2011

Registered in England - No 05508168
Repistered Office

1# Floor Phoenix House

18 King William Street

London

EC4N 7BP




° Grant Thornton

Report of the independent auditor to the members of
Alpha Schools (Highland) Holdings Limited

We have audited the financial statements of Alpha Schools {Highland) Holdings Limited for the year
ended 31 January 2011 which comprise the group profit and loss account, the group and parent company
balance sheet, the group cash flow statement and the related notes 1 to 19 The financial reporting
framework that has been applied in their preparation s applicable law and United Kingdom Accounung
Standards (United Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16
of the Companies Act 2006 Our audit work has been undertaken so that we mught 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 permutted by law, we do not accept or assume responstbility to anyone other than the
company and the company’s members as a body, for our audit wotk, for this report, or for the opinions
we have formed

Respective responsibilities of directors and auditor

As explamed more fully in the Directors’ Responsibihues Statement set out on page 5 the directors are
responsible for the preparaton of the financal statements and for betng satisfied that they give a true and
farr view OQur responsibility 15 to audit the financial staternents 1n accordance with applicable law and
International Standards on Auditng (UK and [reland) Those standards require us to comply with the
Auditing Praciices Board’s (APB’s) Ethical Standards for Auditors

Scope of the audit of the financial statements
A description of the scope of an audit of financial statements 1s provided on the APB's website at
www frc org uk/apb/scope/private cfm

Opinion on financial statements

In our opmion the financial statements

®  gve a tree and fair view of the state of the group's and the parent company's affairs as at 31 January
2011 and of the group's profit for the year then ended,

®  have been properly prepared in accordance with United Kingdom Generally Accepred Accounting
Practice, and

®*  have been prepared 1n accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the informaton given in the Directors' Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements




° GrantThornton

Report of the independent auditor to the members of
Alpha Schools (Highland) Holdings Limited (continued)

Matters on which we are required to report by exception
We have nothing to report 1n respect of the following matters where the Compames Act 2006 requires us
to report to you if, in our opinion

e adequate accounting records have not been kept by the parent company, or returns adequate for our
audit have not been recetved from branches not visited by us, or

¢ the parent company financial statements are not in agreement with the accountng records and returns,
ot

® certain disclosures of directors’ remuneration specified by law are not made, ot
¢ we have not recerved all the informanon and explanations we requure for our audut

CMMWLM

Andrew Howie

Serior Statutory Auditor

for and on behalf of Grant Thornton UK LLP,
Statutory Auditor, Chartered Accountants

Edinburgh

22 July 2011




Alpha Schaols (Hightand) Holdings Limited 9
Annual report and consolidated financial statements for the year ended 31 January 2011
Group profit and loss account
201 2010
Note £ L
Turnover 17,860,540 16,828,433
Cost of sales (5,487,678) (4,248,887)
Gross profit 12,372,862 12,579,546
Administration expenses (650,924) (894932)
Operaung profit 2 11,721,938 11,684,614
Net interest payable 3 (8,889,726) (8,797,665)
Profit on ordinary activities before taxatton 2,832,212 2,886,949
Taxaton 4 (793,019) (808,347)
Retained profit for the year 13 2,039,193 2,078,602
Statement of retained eamnings
201 2010
£ £
Opening balance 3,451,603 2,623,001
Retained profit for the year 2,039,193 2,078,602
Dividends - (1,250,000}
Balance at 31 January 5,490,796 3,451,603

All actvities are continuing

There 1s no difference between the profit on ordinary activities before taxanon and the retatned profic for

the year stated above and their historic cost equivalents

The Group has no recognised gains and losses other than the profit for the year above and therefore no

separate statement of total recognised gains and losses has been presented

The accompanying accounting policies and notes form part of these consolidated financial

statements.
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Group and company balance sheet

Note
Investments 6
Current assets
Fmancial asset due for amortisation after one
year 7
Fmancial asset due for amortisation withm one
year 7
Debtors - amounts faling due within one vear 8
Debtors - amounts falking due after one year 9
Cash atbank and 1n hand
Current lrabilites
Creditors - amounts fallng due within one year 10
Net current assets
Total assets less current habilities
Creditors - amounts falling due after
more than one year 11
Net Assets
Captal and reserves
Called-up share capital 12
Profit and loss reserve
Equity shareholders' funds 13

LA
H C’Gorman
Director

The directors authorised and approved the financial statements for issue on 21 July 2011

Registered i England - No 05508168

10
Group Company
201 2010 2011 2010
£ L £ £

- - 50,099 50,099

144,272,192 146,099 476 - -

1,827,285 1,691,930 - -
2,551,108 2,469,818 990,396 2,427,377
191,549 317,638 15,279,796 15,109,052

9,590,162 10,021 826 - -
158,432,296 160,600,688 16,270,192 17,536,429
(6,159,009}  (7450,264) (1,040,395) (2,477,376
152,273,287 153,150,424 15,229,797 15,059,053
152,273,287 153,150,424 15,279,896 15,109,152
(146,732,391) (149648721)  (15,229,796) (15,059,052)
5,540,896 3,501,703 50,100 50,100
50,100 50,100 50,100 50,100

5,490,796 3,451,603 - -
5,540,896 3,501,703 50,100 50,100

The accompanying accounting policies and notes form part of these consolidated financial

statements.
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Group cash flow statement

2011 2010

Note £ L
Operaung acuavities
Net cash inflow from operaung activines 14 13,470,087 10,748,684
Retums on mvestments and servicing of finance
Interest pad (8,850,062) {8,148,989)
Interest recewed 25,173 33,535
Dividend s paid (1,250,000) -
Net cash flow before use of
hgud resources and financing 3,395,198 2,633,230
Taxation
UK corporation tax pad (784,899) (1,468,723)
Net cash flow before financing 2,610,299 1,164,507
Finanang
Issue of subordinated loan notes - 4,856,891
Repayment of principal loan (3,041,963} (1,323,303)
(Decrease)/merease in cash (431,664) 4,698,095
Opening cash 10,021,826 5,323,731
Closing cash 9,590,162 10,021,826
{Decrease) /incease 1n cash {431,664) 4,698,095

The accompanying accounting policies and notes form part of these consolidated financia)
statements.
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Notes to the financial statements

Principal accounting policies

Basis of preparation

The financial statements are prepared on the going concern basis, under the historical cost convention
and in accordance with the Companies Act 2006 and applicable Accountung Standards i the United
Kingdom A summary of the more important accounting polictes 1s set out below There have been no
changes made to previous accounting policies

Basis of consohdation

The group accounts comprise a consolidation of the accounts of the Company and all of its subsidiaries
for the year ended 31 January 2011 The results of compantes acquired or disposed of are consolidated
from the effecuve date of the acquisition or to the effective date of disposal The Company has no
associates ot Joint venures

Investments

Investments in the subsidiary undertakings are stated at cost The carrying value of mnvestments ts
reviewed annually by the directors to determine whether there has been any imparment

Financial asset

Construcuon and related costs of building the schools are treated as a financial asset {contract debtor)
under the terms of FRS 5 Applicauon Note F — Private Finance Inttauve and Similar Contracts  The
financial asset will be repaid over the hfe of the contract (30 years) as service income 1s received from The
Highland Council

Upon becomung operational, the mncome dentved from the PFI contract 1s allocated between the provision
of the asset and the provision of the subsequent services Upon acceptance of the constructed asset by
The Highland Council, the financial asset 1s amortised over the life of the contract aganst the relevant
portion of the contracted mncome

Deferred taxation

The charge for taxation 1s based on the profit for the pertod and takes into account deferred taxation
Deferred taxanon has been recognised as a hability or asset if transactions have occurred at the balance
sheet date that give rise to an obligation to pay more tax 1n the future, or a nght to pay less tax n the
future

An asset 1s not recognised to the extent that the transfer of economic benefits m the future 1s uncertain
Deferred tax assets and Liabilines recognised have not been discounted
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Notes to the financial statements (continued)

Principal accounting policies (continued)

Financial habilities

A financial lability exists where there 1s a contractual obligation to deliver cash or another financial asset
to another entity, or to exchange financial assets or financial habilities under potentially unfavourable
conditions Finance costs and gamns or losses relating to finanaal habilites are mecluded 1n the profit and
loss account The cartymng amount of the hability 1s increased by the finance cost and reduced by
payments made 1n respect of that hability Finance costs are calculated so as to produce a constant rate of
charge on the outstandmg hability

Turnover

Turnover consists of service income and finance debtor mterest tecetvable by the Company under the
terms of 1ts contract with The Highland Council, less any performance and availability deductions
mcurred Turnover 1s earned wholly within the UK and 1s exclusive of VAT

Liquid resources

Liquud resoutces are defined as restricted cash held on behalf of the Company by Royal Bank of Canada
and released to the Company under the terms of an agreement with that entity

Operating profit

Netther the Group nor the Company has any directly employed personnel The profit on ordinary
activittes 1s stated after charging auditors’ remuneration of £30,750 (2010 £27,000) Non-audit services n
respect of taxation services for the year amounted to £7,750 (2010 £8,750)

During the year, directors’ fees were paid by the Group to Infrastructute Investments GP Lumited and
Northern Infrastructure Investments LLP for services catried out by the persons appointed to the board
of the Company and the Group on behalf of the ultmate shareholders, HSBC Infrastructure Company
Lumuted and 31 Infrastructure Ple respectively The amounts paid were as follows

201 2010
£ £
Infrastructure Investments GP Limited 82,636 268,333
Northern Infrastructure Investments LLP 82,636 268,333
165,272 536,666

The above amounts were expensed in full to the profit and loss account (2010 £243 220 was expensed to
the profit and loss account and £293,446 was added to the financial asset)
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Notes to the financial statements (continued)
Interest payable and similar charges
2011 2010
£ £
Bank mterest receivable 68,121 33535
Interest payable on loans from Alpha Schools (Highland} Project Plc (8,957,847) (8,929,183}
Other finance costs payable - (17,235)
(8,889,726)  (8912,883)
Transferred to financml assert - 115218
(8,889,726) (8,797,665)
Taxation
2011 2010
£ £
Tax on profit on ordinary activities comprises:
UK Corporanon tax at 28% (2010 28%) 793,019 808,347
Total current tax 793,019 808,347
Tax on profit on ordinary activities 793,019 808,347
The difference between the current taxation shown above and the amount calculated by applying the
standard rate of UK corporation tax to the profit before tax 1s as follows
2011 2010
£ £
Profit on ordinary actuvites before tax 2,832,212 2,886,949
Profit on ordinary activities at the standard UK rate of tax of 28% (2010
28%) 793,019 808,347
Current tax charge for the year 793,019 308,347

Result of parent company

Alpha Schools (Highland) Holdings Limuted has not presented its own profit and loss account, as
permitted by section 408 of the Compamies Act 2006 The result for the financial year dealt with i the

accounts of the parent company was [Nl (2010 £1,250,000)
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Notes to the financial statements (continued)

Investments

The company

Shates 1n subsidiary undertalking
cost
At 1 February 2010 and at 31 January 2011

Principal subsidiary undertakings

The company has investments 1n the following subsidiary undertakings

Name Acuvity
Incorporation
Alpha Schools
(Highland) PFI concesston
Lamuted company Great Britain
Alpha Schools
(Highland) PF1 concession
Project Plc company Great Britain

Country of Shareholding

and voting
nghts

100%

100%

Capital &
Reserves

£5,490,896

£50,000

50,099

Profit

£2,039,193

LNl
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Notes to the financial statements (continued)

Financial asset

Cost

Brought forward at 1 February

Additions dunng the vear

Interest payable and other financing costs (net)

Construction and related costs

At 31 January

Amortisation
Brought forward at 1 February

Charge for year

At 31 January

At 31 January

Fmancial asset - due for amorusation withm one year

Fmancial asset - due for amortssation after one year

16
2011 2010
£ £
150,309,903 147,796,444
- 115,218
- 2,398,241
150,309,903 150,309,903
(2,518,497) (982,417)
(1,691,929)  (1,536,080)
(4,210,426) (2,518,497)
146,099,477 147,791,406
1,827,285 1,691,930
144,272,192 146,099,476
146,099,477 147,791,406
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Notes to the financial statements (continued)
Debtors - amounts falling due within one year
Group Company
2011 2010 2011 2010
£ £ £

Trade debtors 2,075,280 1912,684 - -
Prepayments 284,258 233901 - -
Other debtors 191,570 323,173 - -

Interest due from Alpha Schools (Highland)
Project Ple on subordinared loan notes -

Amounts due from Alpha Schools

{Highland)
Project Plc -

Dividends due from Alpha Schools
(Highland) Limuted -

990,396 1,006,633

- 170,744

- 1,250,000

2,551,108 2469818 990,396 2,427377

Trade debtors are all due within one year Other debtors are due from The Highland Council

Debtors - amounts falling due after more than one year

Company
2011 2010
£ £
50,000 50,000

15,229,796 15,059,052

15,279,796 15,109,052

Group
2011 2010
£ L
Orther debtots 191,549 317,638
Amounts due from Alpha Schools {(Highland)
Limated - -
Amounts due from Alpha Schools (Highland)
Project Ple - -
191,549 317,638
The Group

Orther debtors are due from The Highland Council

The Company

The Company has recewved £15,229,796 (2010 £15,229,796) tn the form of subordinated loan notes from
1ts shareholders The proceeds of the loan notes have been lent to Alpha Schools (Highland) Project Ple

on identical terms
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Notes to the financial statements (continued)

Creditors - amounts falling due within one year

Trade creditors

Other credirors and accruals

Accrued subordinated loan note interest
Corporation tax

VAT payable

Term loan and fixed rate secured bonds

Amounts owed to Alpha Schools
(H:ghland) Project plc
Dividends declared

Creditors - amounts falling due after more than one year

Borrowings
Fmed rate secured bonds
Secured bank term loans

Subordinated loan notes

Repayable as follows
Between one and two years
Berween two and five years

After five years

18
Group Company
201 2010 2011 2010
£ £ £ £
478,174 772,064 - -
449,503 455,355 - -
990,396 1,006,633 990,396 1,006,633
406,347 398,208 - -
638,739 370,542 - -
3,195,850 3,197,462 - 170,744
- - 49,999 49,999
- 1,250,000 - 1,250,000
6,159,009 7,450,264 1,040,395 2,477,376
Group Company
2011 2010 2011 2010
£ £ £ £
75,838,943 77,577,722 - -
55,663,652 57,011,947 - -
15,229,796 15,059,052 15,229796 15,059,052
146,732,391 149,648,721 15,229,796 15,059,052
3,091,964 3,522,094 - 326,244
10,232,981 10,774,592 - 1,033,614
133,407,446 135,352,035 15,229,796 13,699,194
146,732,391 149,648,721 15,229,796 15,059,052
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Notes to the financial statements (continued)

Creditors - amounts falling due after more than one year (continued)

The Group

Fixed rate sentor guaranteed secured bonds due 1n 2036 of £100,400,000 were created on 6 Apnl 2006
Of this £81,400,000 were 1ssued and sold at a matket value of (81,405,210 The Company has
£19,000,000 variaton bends which may be used to finance certain contingencies or changes within the
PFI contract The bonds are repayable 1n semi-annual mstalments commencing on 31 January 2010 and
ending on 31 January 2036 Interest on the bonds 1s also payable semi-annually art a rate of 4 792% per
annum and payments commenced on 31 July 2006

The secured bank term loan is from the European Investment Bank ("EIB") Principal repayments are
made semt-annually commencing on 31 January 2010 and ending on 31 January 2035 Interest on the

loan 1s also payable semi-annually at the rate of 4 58% per annum and payments commenced on 31 July
2006

Payments tn tespect of both the bonds and EIB loan are guaranteed by Ambac Assurance UK Limted
which uncenditionally and ierevocably guarantees to pay all sums due and payable by the Group 1n the
event that the Group fails to pay The cost of this guarantee is treated as a direct cost of finance by the
Group

The Company has recerved £15,229,796 (2010 £15,229,796) the form of fixed rate subordinated loan
notes from its shareholders Interest 1s payable on the loan notes at a rate of 12 9% During the year the
repayment terms of the loan note were changed and the loan notes are now repayable in three instalments

beginning on 31 July 2036 and ending on 31 July 2037

The labilities are each stated ar amortised cost, using the effective interest rate method and are net of
unamortised debt 1ssue costs of £1,154,149 (2010 £1,201,094)

The borrowings are secured by a fixed charge over all the issued shares in Alpha Schools (Highland)
Limuted and Alpha Schools (Highland) Project Ple, an assignment of all nghts of the Company under the
Finance Agreements to which 1t 15 a party and a floating charge over the whole of the Company’s
undertaking and assets which have not been effecuvely secured by way of a fixed charge or assignment

The Company, Alpha Schools (Highland) Preject Ple and Alpha Schools (Highland) Limited have granted
a joint and several guarantee in respect of each other’s obligations under the sentor finance documents
The Company has also guaranteed the obligations of Alpha Schools (Highland) Limited to Alpha Scheols
(H:ghland) Project Plc under the Intercompany Onloan Agreements

The Group has not entered into denvatve transacnons It 1s, and has been throughout the period under
review, the Group’s policy that no trading in financial instruments be undertaken The mamn risk arsing
from the Group’s financial mstuments 1s liquudity risk  The Board’s policy for managing this nsk 1s
summansed below

Credit risk

The Group 1s dependent on receipt of funds from The Highland Councd in return for the delivery of
services Credit nisk 1s low due to the fact that The Highland Council 1s a local authonty and therefore
public sector funded Further, there are contractual arrangements in place to mmnumuse the nisks retaned
by the Group and to protect 1t from default or non-performance by any of its sub-contractors

Interest rate nsk

The Group has no exposure to interest rate risk as all its borrowimgs are art a fixed rate of mnterest
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Notes to the financial statements (continued)

Creditors - amounts falling due after more than one year {continued)

Liquudity nsk

The Group’s policy throughout the year has been, in order to ensure continuity of funding, that
substanually all of 1ts borrowings should mature 1n more than one year

Foreign currency nsk

20

The Group has no foreign currency transactions  All of the Group’s borrowings are denormumnated 1n

sterling

Interest rate profile

The interest rate profile of the Group’s financial habidines was as follows

Fixed rate borrowings

149,928,241

2011
£

2010
£

152,846,183

The fixed rate bonds have interest payable at 4 792% and the bank loan has fixed rate interest payable at
4 58% The subordinated loan notes have interest payable at 12 9%

The Company

The Company recetved 15,229,796 (2010 £15,229,796} in the form of fixed rate subordinated loan notes

from 1ts shareholders Interest is payable on the loan notes at a fixed rate of 12 9%

During the year the

repayment terms of the loan note were changed and the loan notes are now repayable i three mnstalments

beginning on 31 July 2036 and ending on 31 July 2037

Called up share capital

Authorised
50,100 ordinary shares of £1 each

Allotted, 1ssued and fully paid
50,100 ordinary shares of 1 each

Group Company
2011 2010 201 2010
£ £ £ £
50,100 50,100 50,100 50,100
50,100 50,100 50,100 50,100
50,100 50,100 50,100 50,100
50,100 50,100 50,100 50,100
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Notes to the financial statements (continued)
Reconciliation of movement in shareholders’ funds
Group Company
2011 2010 2011 2010
£ £ £ £
Opening shareholders' funds 3,501,703 2,673,101 50,100 50,100
Profit for financial year 2,039,193 2,078,002 - 1,250,000
Dividends - (1,250,000 - {1,250,000)
Closing shareholders' funds 5,540,896 3,501,703 50,100 50,100
Reconciliation of group operating profit to net cash outflow from operating activities
2011 2010
£ £
Operaung profit 11,721,938 11,684,614
(Dectrease)/increase in creditors (31,528) 420,369
Decrease /(ncrease) 1n debtors 87,747 (494,137)
Decrease /(ncrease) 1n financial asset 1,691,930 (862,162)
Net cash inflow from operating activities 13,470,087 10,748,684
Reconciliation of group net cash flow to movement in net debt
2011 2010
£ £
(Dectease) / increase in cash in year (431,664) 4,698,095
Increase in net debt from issue of subordinated loan notes - (4,856,891)
Decrease 1n net debt from repayment of debt principal 3,026,717 1,323,303
Change 1n net debt resulung from cash flows 2,595,053 1,164 507
Other non-cash changes {108,775) (105,680)
Movement in net debt 1n the year 2,486,278 1,058,827
Opening net debt (142,824,357)  (143,883,183)
Closing net debt (140,338,079)  (142,824,357)
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Annual report and consolidated financial statements for the year ended 31 January 2011

Notes to the financial statements (continued)

Analysis of change in group net debt

1Febmary Cashflow  Non-cash 31 January

2010 changes 2011

£ £ £ £

Cash in hand and at bank 10,021,826 (431,664) - 9,590,162
Debt due within one year (3,197,462) 1,612 (3,195,850)
Debt due after one year (149,048,721) 3,025,105 (108,775) (146,732,391)
Total (142,824,357) 2,595,053 (108,775) (140,338,079)

Non-cash changes comprise the amortisation costs 1n respect of the EIB loan and fixed rate senior
guaranteed secured bonds

Related party transactions

The company’s telated parties, as defined by Financial Reporting Standard B, and the extent of
transactions with them during the year ended 31 January 2011 are set out below

Purchases Amounts
from telated owed to

parties  related parties
£ £
Galliford Try Investments Limited 117,267 9,482
31 Infrastructure ple 82,636 47,789
Morrison Facilittes Services Limited 4,319,333 421,789
Infrastructure Investments Limited Partnership 82,636 39,824
4,601,872 518,884

Comparative informauon for the year ended 31 January 2010 1s set out below

Purchases Amounts
from related owed to

parties  telated parties
£ £
Galliford Try Investments Lumited 124,548 9,063
31 Infrastructure plc 397,050 268,333
Mornson Constructuon Limated 3,424 284 67,718
Mornson Facilines Services Limited 4,386,192 447118
Infrastructure Investments Limited Partnership 309,604 309,604
8,641,678 1,101,836

There were no sales to related parties or amounts owed by related parties at 31 January 2011 or 31 January
2010
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Annual report and consolidated financial statements for the year ended 31 January 2011

Notes to the financial statements (continued)

Related party transactions (continued)

HICL Infrastructure Company Limited (formetly HSBC Infrastructure Company Limited) owns 50% of
Alpha Schools (Highland) Holdings Limited  Directors’ fees are charged to the company by
Infrastructure Investments Limited Partnershup in respect of this shareholding

Galliford Try Investments Limited 1s a wholly owned subsidiary of Galliford Try Plc and provides

concession management services to the Company

31 Infrastructure Plc owns 50% of the Company through 1its investment vehicle, Northern Infrastructure
Investments LLP and also provides management services to the Company

Morrison Construction Lirmited 1s a wholly owned subsidiary of Galliford Try Plc and has entered into a
building sub-contract with the Company

Motrison Facilites Services Limuted 1s ulnmately controlled by Anglian Water Group Limited which n
turn 1s owned by a private consorttum, Osprey, comprnsing of Canada Pension Plan Investment Board,
Colomal First State Global Asset Management, Industty Funds Management and funds advised or
managed by 31 Group Plc

Post balance sheet events

A dividend of £700,000 was declared post year end and paid on 25 March 2011

Ultimate parent undertaking

The Directors consider the ulumate controlling parties to be HICL Infrastructure Company Limited and
31 Infrastructure Plc




