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TRANSFORM SCHOOLS {(KNOWSLEY) LIMITED
DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2008

The directors have pleasure in presenting their annual report together with the audited financial statements and auditor's report
for the year ended 31 December 2008.

Principal Actlvities and Business Review

On 13 December 2007, the Company entered into a Private Finance Initiative (PFI) concession contract with Knowsley
Metropolitan Berough Council to design, build, finance and provide services within seven secondary scheols. The cencession
contract finishes on 31 August 2034,

No change in the Company's activities is anticipated.

Results and Dividends

The profit for the year after taxation was £243 000 (2007:£8,000 loss). The directors do not propose o pay any dividend in
respect of the year ended 31 December 2008 (2007: £Nil). The directors expect the Company to continue its operations for the
foreseeable future.

Key performance indicators

The key performance indicators during the construction and operational slage are:

o 5chools become available on the scheduled date; and
o the net cash flow is in line with (or better) than forecast.

As at 31 December 2008, the net cash outflow before financing was £98.6m, compared to a forecast vaiue of £98.9m. The
varfance is due to a timing difference which is expected to reverse over the course of construction,

Financial Risk Management
The financial risks which the Group is exposed to are credit risk, interest rate risk and liguidity risk.

Credit risk

The Group's credit risk is primadly attributable to it's frade and construction work in progress receivables, each of which arise
from its primary client, Knowsley Metreplitan Borough Council. The credit and cashflow risks are not considered significant as
the client is a quasi-gevernmental organisation.

interest rate sk

The financial risk management objectives of the company are tc ensure that financial risks are mitigated by the use of financial
instruments where they cannot be addressed by means of contractual provisions. Financial instruments are not used for
speculative purposes. Interest rate swaps are in place between 2007 and 2034 for notional principal amounts equating to the
full value of the expected bank debt that is at a variable rate of interest to give an effective fixed interest rate payable on this
debt.

Liquidity risk
The Company's liquidity risk is principally managed through financing the Company by means of long-term borrowings, with an
amortisation profile that matches the expected availability of funds from the Company's operating activities,
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TRANSFORM SCHOOLS (KNOWSLEY} LIMITED
DIRECTORS' REPORT (Continued)
FOR THE YEAR ENDED 31 DECEMBER 2008

Contracfual relationships

The Company operates within a contractual relationship with its primary customer, Knowsley Metrpolitan Borough Council. To
manage this relationship the Company has regular meetings with the Council, including discussions on performance, project
process, future plans and customer requirements. In accordance with the Project Agreement, the Company is responsible for
constructing and providing services within the schools.

Supplier payment policy

The Company's policy is to pay suppliers thirty days from the date of receipt of the supplier's agreed invoice, unless otherwise
contractually agreed, and this policy is made known to all suppliers on request. The number of suppliers' days outstanding at
the end of the financial period was 3 days (2007:Nil).

Directors

The following persons were directors of the Company during the year, except as noted :-
C.L. Spencer

M.M.B. Ross

| F Appuhamy (Resigned 17 Jan 2008)

H.M. Wills (Appointed 17 January 2008)

Since the end of the year:-

C.L. Spencer (Resigned 3 June 2009)

K.V.Walker (Appointed 23 June 2009)

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

(1) so far as the director is aware, there is no relevanl audit information of which the cempany's auditors are unaware, and
(2) the director has taken all the steps that he/she ought to have taken as a director in order o meke himselifherself aware
_ of any relevant audit Information and to establish that the company’s auditors are aware of that information.

This confirmaticn Is given and should be interpreted in accordance with the provisions of s234ZA of the Companies Act 1985.

Auditors

Delolite LLP have been appointed as auditors and a resolution to reappoint them will be proposed at the forthecoming Annual
General Meeting.

Registered Office
The Company's Registered Office is 6th Floor, 350 Euston Road, Regen{'s Place, London, NW1 3AX.

By Crder pfithe Board,

i
H.M. Wills
Director

23 June 2009
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TRANSFORM SCHOOLS (KNOWSLEY) LIMITED
STATEMENT OF DIRECTORS' RESPONSIBILITIES

The directors are responsible for preparing the Annual 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). The financial
statements are required by law to give a true and fair view of the state of affairs of the Company and of the
profit or foss of the Company for that period. In preparing these financial statements, the directors are required
to:

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

o state whether applicable UK Accounting Standards have been followed; and

¢ prepare the financial statements on a going concern basis unless it is inappropriate to presume that the
Company and Group will continue in business.

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at
any time the financial position of the company and enable them to ensure that the financial staternents comply
with the Companies Act 1985 . 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 irreqularities.
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TRANSFORM SCHOOLS (KNOWSLEY) LIMITED
INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF TRANSFORM SCHOOLS (KNOWSLEY) LTD

We have audited the financial statements of Transform Schools (Knowslay) Limited for the year ended 31
December 2008, which comprise the Profit and Loss Account, the Balance Sheet and the related Notes numbered
1 to 17. These financial statements have been prepared under the accounting policies set out therein.

This report is made solely to the company's members, as a body, in accordance with section 235 of the Companies
Act 1985, Qur audit work has been undertaken so that we might state to the company’s members those mallers we
are required to state to them in an auditors’ report and for no other purpose. To the fullest extent permitted by [aw,
we do not accept or assume responsibility to anyone other than the company and the company’s members as a
body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of diractors and auditors

The directors' responsibilities for preparing the financial statements in accordance with applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Praclice) are set out in the
Statement of Directors' Responsibilities.

Qur responsibility is to audit the financlal statements in accordance with relevant legal and regulatory requirements
and Intemational Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985. We also report to you whether in our opinion the information
given in the Directors' Report is consislent with the financial statements.

In addition we report to you if, in our opinion, the company has nol kept proper accounting records, if wa have not
recelved all the information and exptanations we require for our audit, or if information specified by law regarding
directors' remuneration and other transactions is not disclosed,

We read the Direclor's Report and consider the implications for our report if we become aware of any apparent
misstatements within it.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the
Auditing Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounis and
disclosures in the financial statements. It also Includes an assessment of the significant estimates and judgments
made by the directors in the preparation of the financial statements, and of whether the accounting policies are
appropriate to the Company's circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial statements
are free from material misstatement, whether caused by fraud or other irregularity or error. In forming our opinion
we also evaluated the overall adequacy of the presentation of information in the financial statements.

Opinion
In our opinion:
e the financial statements give a true and fair view, in accordance with Uniled Kingdom Generally Accepted

Accounting Praclice, of the state of the Company’s affairs as at 31 December 2008 and of its profit for the
year then ended;

e the financial statements have been propedy prepared in accordance with the Companies Act 1985, and
e the information given in the Directors' Report Is consistent with the financial statements,

il L7

Deloitte LLP

Chartered Accountants and Registered Auditors
London

23 Jupe 2009
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TRANSFORM SCHOOLS (KNOWSLEY) LIMITED
PROFIT AND £ 0SS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2008

2008 2007
Notes £'000 £'000 -

Turnover 2 20,5687 -
Cost of sales (20,525A) )
Gross profit 42 -
Net operating expenses (5} (11
Operating profit/{loss) | 3 . 37 (11)
Finance costs (net) 4 303 -
Profit/{loss) oﬁ ordinary activities before taxation 340 (1
Tax on profit on ordinary activities 5 {97) I;
Retained profit/(losslon ordinary activities after taxation
for the financlal yearfperiod 13 243 (8)

All the Company's activities were derived from continuing operations in the United Kingdom,

There were no recognised gains or losses for the current year other than those stated in the profit and loss account above;

consequently no statement of total recegnised gains and losses is presented.
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TRANSFORM SCHOOLS (KNOWSLEY) LIMITED
BALANCE SHEET
AT 31 DECEMBER 2008

Current assets

Construction work in progress

Debtors - due within one year

Debtors - FRS 5 Finance Debtor due within one year
Cash at bank and in hand

Debtors - FRS 5 Finance Debtor due after more than one year

Current liabilities
Credilors; amounts falling due within one year

Nat current assets
Total assets less current liabilities

Creditors: amounts falling due after more than one year
Net asseats

Capital and resarves
Called-up share capital
Profit and loss account
Shareholders' funds

These financial statements were approved by the Beard of Directors on 23 June 2008

its behalf by :-

H.M. Wills
Director

Notes

w |~

10

Lk

12

14
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2008 2007
£'000 £000
81,282 25,509
5,334 4,506
5,937 -
389 2,785
92,942 32,300
13,700 -
(7,370) (1,867}
99,272 30,933
99,272 30,933
{98,587) (30,881)
285 42
50 50

235 (8)
285 42




TRANSFORM SCHOOLS (KNOWSLEY) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008

1 Accountlng pollcies

A summary of the principal accounling policles of the company, all of which have been applled consisfently throughout the current
year and preceding period, is set out below:

a) Basis of preparation

The financial statements have been prepared in accordance with applicable Uniled Kingdem law and accountting standards and
under the historical sost convenfion, They include the result of the acfivilies described in the directors’ report, all of which are
confinuing.

The cument economic conditions creale some ganeral uncerlainty. The directors have reviewed the Group's supply ¢hain and do
rnol belleve that any specific risk has been identified. The Direciors have also considered the ability of tha council 1o conlinue (o pay
unitary fees due under the concession confract to the Group and do not consider this to be a material sk, The Greup's forecasts
and projections, taking account of reasonably possible counterparty performance, show the Group expects to be able to continue to
operate for the full term of the concession. Afler making enquiries, the Directors have a reasonable expectation that the Group has
adequate resources (o continua [n operational existance for tha forasaeabla future, Accordingly, they continua to adopt the going
concarn basis (n preparing the annuat report and accounls.

b) Cash flow statement

The Company is exampt from tha requirement of Financial Reporting Standard No,1 (Revised} 1996 to prepare a cash {low
stalement as it is a wholly-owned subsidlary of Transform Schools {Knowsley) Holdings Limited, which prepares consolidated
tinanclal statements that Include a cash flow statement and are publicly available.

¢) Taxallon

Current tax Is provided at amounts expected to be paid or recovered using the lax rates and faws that have been enacted, or
substentively enacted, by the balance sheet defe. Deferred tax Is provided in full on timing differences which rasult in an cbligation
at the balance sheat dale to pay more tax, or a right to pay less tax, at a future dats, at rates expecled o apply when they crystallisa
based on current tax rates and law. Timing differences arise frem the inclusion of items of income and expenditure in taxation
computations in perieds different from those in which they are included in financial statements. Deferred tax assets ara recognised
to the extent that it (s regarded as more llkaly than not that they will be recovered. Deferred tax assets and iiabilities are not
discounted.

d} Conslruction Work In Prograss
The directy attributable costs of construstion wark in schools not complete at the balance shest dale are held as construction work
in prograss.

e) Financial iabilities and equity

Financial libiliies and equity are classifled according to the substanca of the conlractual arrangements enterad into. An equity
Instrurnent (s any contract that evidences a residual interest in the assets of the company after deducting all of ils liabilises, Other
instrumenls are classified as liabiiities if they conrtain an obligation to transfer economic benefits and if they are not induded in
sharehclders' funds. The financa cost recognizad In the profit and loss account in respect of capital instruments ofher than equity
shares [s allocatad over tha lerm of the fnstrument. .

) Finance cosis
Financeo costs are capitallzed during the construction phasa of the contract, and will ba amortisad over tha pariod ot tha concession.
The finance costs on the debl are recognised at a conslant rale in accordance with the vatue of the debt

g) Derivative fingncial instrumants
The company uses derivative financial instruments to manage its exposure to changes In Interest rates, These transactions are
eccounted for on an accruals basis. The Company does not hold or issue derivative financial insfruments for speculative purposes,

In order to hedge against Interest rate varations on the leans the Company has entered into an inierest rate swap agreement
whereby the Company has agreed o exchanga at monthly Intervals with Ils bankers sums reflecting the difference between floating
and fixed Interest rates calculated on a predetermined notienal principal amount. The fair value of the interest rate swzps at 31
December 2008 was a |lab!lity of £30,068,541 (2007 £5,079,796), Market valua has baen usad to determine tha falr valua,

h) FRS 5 Flnange Deblor

The FRS § Finance Debter recorded is equal fo the amounis due for the fair value of the property. The FRS 5 Finance Deblor is
reduced in subsequent years as payments are recelved. Revenuss received from Knowsley Metropltan Borough Council are
apportioned between capital rapayments and operating revenue. The “financa income” alerment of the capital repayment is recorded
using a property-specific rate and is shown within interest receivable. The remaining payments, being the full amaunts recoived less
the capitel repaymeny, are racorded within operating profit.

i) Tumowver
Turnover, which is stated net of value added tax, rapresents armounts Invoiced for servicas provided in the year,

It has been determined in accordance with FRS 5 Application Nola F “Private Finance Inltiative and Similar Contracts” that the
balance of risks and rewards derived from the underlying zsset is not borne by the Company. Accordingly, when construction is
complete, the asset created under the contract will be accounted for as an FRS 5 financa dabior.

2 Tumover
2008 2007
Tumover by orlgin and destination from the companies principal activity: £'000 £'000
United Kingdom 20,567 -
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TRANSFORM SCHOOLS (KNOWSLEY) LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 DECEMBER 2008 .

3 Operating profit

Operating profit is staled after charging:

Auditors' remuneration for the audlt of company's annual accounts

2008
£'000

12

2007
£000

8

The audit fee for (he Group was boma by Transform Schools (Knowsley) Limited in the current year and emounted to £44,000. Ot

this £12,000 Is attributable to the Company.

The dlractors received no salary, tees or other benefits from the Company in the perdammance of their dutles N either the current
year or preceding period. The Company has no employess in the cument year or preceding period. All costs of the directors and
other staff are borre by {he shareholders of the ulimate parent companies, who second their smployaes o the Company,

4 Financa costs {net)

Bank interest recelvable
Interest recaivabie on financial asset
Interest receivable and simifar income

B

Interest and fees payable on secured senior loan
Interes! payable and similar charges

Less: amountis caphalised

Finance cests (nel)
6 Taxation

Currant lax
Deferrad tax

Tax reconciliation:

Profit/{loss) en ordinary activities bafore laxation

{Profityloss on ordinary actlvities multiplied by standard rate of

corparation tax in the UK of 28%(2007: 30%)

Effects of;
Corporation Tax @ 30%

Current tax charge for tha yearfperiod

8 Dividends
No dividends are pald or payable.

2008

E'000
47
a1
368

(3,865}
{3,865}

1,800

303

2008
£'000

{97}

340

(88)

{2)
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TRANSFORM SCHOOLS (KNOWSLEY) LIMITED

NOTES TO THE FINANCIAL STATEMENTS {Continued)

FOR THE YEAR ENDED 3t DECEMBER 2008

7 Construction work In progress

At 1 January

Interest payable and other financing costs
Construclion and related costs
Transferred to financial asset

At 31 December

8 Dobtors - duo within one year

Trade deblors
VAT debtor
Frepayments
Accrued Income
Deferred tax

2 Debtors - FRS 8 Finance Debtors

At 1 January
Transfened from construction work in progress

Less: council income received in the year / period

Add: Interest Income accruing
At 31 December

Included in the financial asset i3 an amount of £13,700 (2007: £NI) due after more than one year,

1€ Creditors - due within one year

Trade craditors
Accruals
Corporation tax payable

pury

Creditors - dua after more than one year
Borrowings:
Construction loan

Equity 3ridge loan
Less arrangement fees

2008
£'000

25,509
3,795
71,293

(19,318}

81,282

2008
E'000

1,830
2,236
1,101

387

51334

2008
E'000

19,319
(3}
321

13837

2008
£'000

258
7.018
94

7,370

2008
£'000

86,800
15,209
{3,022)

98,987

2007
£'000

121
25,383
25509

2007
E'000

4,489
14

4,508

2007
E'000

2007
£'000

885
a3z

1,867

2007
£'000

8,790
15,200
{3,108)

30,891

The secured senior loans represenl amounts borrowed by the Company under facllity agreements with banks. The loans bear
interest at a margin over LIBOR and are repayabls in instalments betwesn 2010 and 2034, The loans are secured by fixed and
floating charges over the undentaking, property, assats and rights of the Company, and have certain covenanis atlached,
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TRANSFORM SCHOOLS (KNOWSLEY) LIMITED
NOTES TQ THE FINANCIAL STATEMENTS (Continued}
FOR THE YEAR ENDED 31 DECEMBER 2008

11 Creditors - due after more than ane year (continued)
Barrowings are repayable In the fallowing perods:

Between one and two years
Between two and flve years

After five years
Less arrangement feea

12 cCalled up sharo capital

Authorised, issued and fuily paid share capital
50,100 Ordinary Shares of £1 each

13 Prefit and loss account
ofit and 1oss account
At 1 January

Profit for the year/period
At 31 Decamber

14 Reconcitiation of movements [n shareholders” funds

Opening sharsholders' funds
Shares issued in the perlod
Profit for the year/period
Closing sharehalders' fupds

15 Capital commitments
Coentractad bul not provided for

16 Ultimata parent undertaking and controlling party

2008
£'000

18,382
13,889

9,758

{3,022)
98,987

2008
E'000
50
60
2008
£'000
(8)
235
2008
£'000
42
243
285
2008

£'o0D

73,505

2007
£000

- @
- &

2007
E'C00

50

- @&
42

2007
£000

144,607

The Company is a subsidiary of Transform Schools (Knowsley) Holdings Limited, which Is Incorporaied in Great Britein and
registered in England and Wales. 100 ordinary shares are held by Transform Schoots (Knowsley) Inlermediate Limited, which is
incorporated in Greal Britain and registered in England and Wales, on trust for Transform Schocls (Knowsley) Holdings Limited,

The uitimalte controliing parly is Balfour Beaity PLC.

The only company in which the result of Transform Schools {(Knowslay) Limited are consolidated Is Transform Schools (Knowsley)
Holdings Limited. Cepias of tha financial statamants ara avatiable from the registered office al 8ih Floor, 350 Eustan Road, Regent's

Place, London NW1 3AX,

17 Related party fransactions

As a wholly-owned subsidiary of Transform Schools {Knowsley) Holdings Limited, the company has laken advantage of the
exemption in FRS B 'Relaled party disciosuies’ from disclosing refated party transactions with other group companies within these

financial statements.
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