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INSPIREDSPACES ROCHDALE (PROJECTCO1) LIMITED

Directors’ report
The directors present their report and the financial statements for the year ended 31 December 2012
Principal activities and business review

The principal activities of the company are the design, redevelopment, financing and operation of schools and
assoclated services under the Government’s Building Schools for the Future scheme for a period of twenty-
seven years pursuant to and mn accordance with the terms of an agreement with the Rochdale Metropolitan
Borough Council This agreement together with a loan facilities agreement, a construction contract, a facilities
management contract and other related contracts was signed on 11 January 2010 Construction of the school
commenced mn January 2010 and was completed 1n September 2011

The profit and loss account 15 set out on page 7 and relates to the operating activities during the year The
directors have recommended the payment of a dividend of £124,000 (2011 £mil)

The directors consider the performance of the company during the year, the financial position at the end of the
year and 1ts prospects for the future to be satisfactory

Principal risks and uncertainties

The company’s principal activity as detailed above 1s risk averse as 1ts trading relationships with 1ts customer,
funders and sub-contractors are deterrned by the terms of their respective detailed coniracts The financial
risks and the measures taken to mitigate them are as detailed in the following section

Credit risk

The company receives its revenue from a government body and therefore 1s not exposed to significant credit
risk The company draws funding, invests cash and enters into interest rate swap agreements with financial
mstitutions  The credit quality of these institutions 1s reviewed by the directors on a regular basis  As such
the company’s exposure to credit nsk s reduced

Inflation risk

The company’s project revenue and operating costs are linked to inflation at the inception of the project
Insurance risk

The company 1s exposed to the conditions prevailing in the insurance market at each renewal date The
directors manage this through close momtoring of the claims record of the project and through employing
experienced broking organisations to obtain competitive insurance terms

Interest rate risk

The company hedges 1ts interest rate risk at the inception of the project by swapping its vanable rate debt into
a fixed rate by the use of an interest rate swap




INSPIREDSPACES ROCHDALE (PROJECTCOL1) LIMITED

Directors’ report (continued)
Principal risks and uncertainties (continued)
Lifecycle risk

The company 1s responsible for hfecycle costs The directors manage this through asset mnspection and
consequential forecasting of asset replacement costs A cash lifecycle fund will be held by the company to
cover future anticipated replacement costs

Liguidity risk

The company has adopted a cautious approach to liquidity management by endeavouring to mamtain sufficient
cash and hquid resources to meet its obligations as they fall due

Solvency and performance of sub-contractors

The solvency and performance of key-subcontractors 1s regularly monitored by the directors
Key performance indicators

The company’s operations are managed under the supervision of its shareholders and funders and are largely
determined by the detailed terms of the contract which stipulates the momtoring of the key performance criteria
on operational activities detailed in the following section

Progress of the operations

The company momtors the operational performance by comparing 1t with the operational financial model In
respect of the year ended 31 December 2012 the company’s operational performance against this measure was
considered to be satisfactory

Performance of the services

The client has the ability to levy financial penalties and/or require remedial action in the event that either
performance standards are not achieved or accommodation 1s not available according to the detailed criteria set
out 1n the project agreement In respect of the year ended 31 December 2012 financial penalties have been
levied, but these are considered manageable, and have been recovered from the facilities management and
construction contractors

Fmancial performance

The company has modelled the anticipated financial outcome of the project across its full term  The company
monitors actual financial performance against anticipated performance Income and expenditure for the year
ended 31 December 2012, which are based on fixed long-term contracts, have been 1n line with the directors’
expectations

Safety performance

The company 1s commutted to providing a safe environment for its sub-contractors and those impacted by 1ts
activities Safety reports are provided at each board meeting These are reviewed by the directors who monitor
actual performance against anticipated performance using industry benchmarks Appropriate action 1s taken
where necessary in order to ensure that all matters raised are fully resolved and are comphant with safety
regulations




INSPIREDSPACES ROCHDALE (PROJECTCO1) LIMITED

Directors’ report (continued)

Directors

The directors who served during the year and subsequently were as follows

G Hanson Resigned 28 September 2012
G Farley Appomnted 28 September 2012
C Butler

A Waddington Resigned 19 Apnil 2013

I Mason

D) Blanchard Appomnted 8 February 2013

P Dawson Appomnted 23 May 2013

FR Herzberg Appointed 23 May 2013

Disclosure of information to auditor

The directors who held office at the date of approval of this Directors’ report confirm that, so far as they are
aware, there 1s no relevant audit information of which the company’s auditor 1s unaware, and each director has
taken steps that they ought to have taken as a director to make themselves aware of any relevant audt
information and to establish that the company’s auditor 1s aware of that information

Auditor

Pursuant to section 487 of the Companies Act 2006 the auditor will be deemed to be reappomnted and KPMG

LLP wll therefore continue 1n office

This report was approved by the board on 12 June 2013 and signed on 1ts behalf by

y =

I Mason
Director 24 Birch Street
Wolverhampton
West Midlands
WVI1 4HY




INSPIREDSPACES ROCHDALE (PROJECTCO1) LIMITED

Statement of directors’ responsibilities in respect of the Directors’ Report and
the financial statements

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

Company law requires the directors to prepare financial statements for each financial year Under that law
they have elected to prepare the financial statements in accordance with UK Accounting Standards and
applicable law (UK Generally Accepted Accounting Practice)

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 profit or loss of the company for that
year

In preparing these financial statements, the directors are required to

* select suitable accounting policies and then apply them consistently,
e make judgments and estumates that are reasonable and prudent,

e state whether applicable UK Accounting Standards have been followed, subject to any matenal departures
disclosed and explaned 1n the financial statements, and

e prepare the financial statements on the gomng concern basis unless 1t 15 inappropriate to presume that the
company will continue n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the company’s transactions and disclose with reasonable accuracy at any time the financial position of the
company and enable them to ensure that 1ts financial statements comply with the Companies Act 2006 They
have general responsibility for taking such steps as are reasonably open to them to safeguard the assets of the
company and to prevent and detect fraud and other uregularities




INDEPENDENT AUDITOR’S REPORI' TO THE MEMBERS OF INSPIREDSPACES ROCHDALE (PROJECTCO1)
LIMITED

We have audited the financial statements of Inspiredspaces Rochdale (Projectcol) Limited for the year ended 31 December 2012
set out on pages 7 to 15 The financial reporting framework that has been applied n their preparation 1s apphcable law and UK
Accounting Standards (UK Generally Accepted Accounting Practice)

This report 1s made solely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of the Compames 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 1n an auditor’s report and for no other purpose To the fullest extent permutted by law, we do not accept or assume
responsibility to anyone other than the company and the company’s members, as a body, for our audit work, for this report, or for
the opinions we have formed

Respective responsibilities of directors and auditor

As explammed more fully in the Directors' Responsibiliies Statement set out on page 4 the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fawr view Our responsibihity s to audit, and
express an opinion on, the financial statements 1n accordance with applicable law and International Standards on Auditing (UK and
[reland) Those standards require us to comply with the Auditing Practices Board'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 Financial Reporting Councill’s website at
www frc org uk/auditscopeukpnivate

Opimon on financial statements

In our opinion the financial statements

s give a true and fair view of the state of the company's affairs as at 31 December 2012 and of 1ts profit for the year then ended,
*  have been properly prepared in accordance with UK Generally Accepted 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 nformation given in the Directors’ Report for the financial year for which the financial statements are prepared
15 consistent with the financial statements




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF INSPIREDSPACES ROCHDALE (PROJECTCO1)
LIMITED CONT’D

Matters on which we are required to report by cxception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you 1f, 1n our
opinion

. 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 1n agreement with the accounting records and returns, or
. certain disclosures of directors' remuneration specified by law are not made, or
. we have not received ali the information and explanations we require for our audit

RT Prcrd

(L Jicnn 2013
Robert Pound (Semor Statutory Auditor)

For and on behalf of KPMG LLP  Statutory Anditor
Chartered Accountants

One Snowhill
Snowhill Queensway
Bimingham

B4 6GH




INSPIREDSPACES ROCHDALE (PROJECTCO1) LIMITED

Profit and loss account
Sor the year ended 31 December 2012

Year ended Year ended

31 December 31 December

2012 2011

Note £000 £000

Turnover 2 1,234 10,665
Other operating charges 979) (9,539)
Operating profit 3 255 1,126
Net mnterest payable and similar charges 4 (135) (1,051)
Profit on ordinary activities before taxation 120 75
Taxation on profit on ordinary activities 6 29) (20)
Profit for the financial year 12 921 55

The results reported above derive from continuing operations 1n a single class of business within the United
Kingdom

There 1s no material difference between the profit as disclosed 1n the profit and loss account above and its
historical cost equivalent

There were no recognised gains and losses other than the profit for the current year reported above




INSPIREDSPACES ROCHDALE (PROJECTCO1) LIMITED

Balance sheet
at 31 December 2012

Current assets

Debtors Amounts falling due within one year
Debtors Amounts falling after more than one year
Total debtors

Cash at bank

Current liabilities
Creditors Amounts falling due within one year

Net current assets and total assets less current liabilities
Creditors Amounts falling due after more than one year
Net assets

Capital and reserves

Called up share capital

Profit and loss account

Equity shareholder's funds

Note

10

11
12

13

These financial statements were approved by the board of directors on

its behalf by

AT e

I Mason
Director

Registered number 07017410

Year Ended Year ended
31 December 31 December
2012 2011

£000 £0600

1,087 1,351
23,976 24,234
25,063 25,585
2,848 3,517
27,911 29,102
(1,691) (5,166)
26,220 23,936
{26,188) (23,871)

32 65

10 10

22 55

32 65

12 June 2013 and were signed on




INSPIREDSPACES ROCHDALE (PROJECTCO1) LIMITED

Notes
(forming part of the financial statements)

1 Accounting policies

The following accounting policies have been applied consistently mn dealing with items which are considered
material 1n relation to the company’s financial statements

Basis of accounting

The financial statements have been prepared in accordance with applicable Accounting Standards using the
historical cost convention

Going concern

The financial statements have been prepared on a gomng concern basis which assumes the company will
continue 1n operational existence for the foreseeable future

The directors have reviewed the group’s cash flow forecasts and profit projections The forecasts demonstrate
that the group expects to comply with its banking covenants and meet its liabilities as they fall due for the
foreseeable future The directors therefore believe 1t 1s appropriate for the financial statements to be prepared
on a gomg concern basis

Turnover and profit on long term Private Finance Initiative contract balances

Turnover and profit on long term Private Finance Imtative contracts are recognised m accordance with SSAP
9 Stocks and long term contracts and FRS 5 Application note F Private Finance Imtiative and Similar
Contracts

During the construction period, the amount of turnover attributable to the stage of completion of a long term
contract 1s recogrused when the outcome of the contract can be foreseen with reasonable certainty No margin
1s recognised during the construction phase of the concession contract

Where the project’s principal agreements transfer substantially all the risks and rewards of ownership to the
customer, amounts recoverable under long term Private Finance Imtiative contracts are transferred to a
contract debtor Following completion of construction, interest receivable 1s recognised on the contract debtor
using an umputed rate to generate a constant return over the life of the contract Qver the course of the
contract term, the contract debtor 1s expected to be fully repaid

During the operational period, untary charge income 1s allocated between reimbursement of the contract
debtor (including imputed interest receivable) and service revenue Service revenue reflects the imcome
allocated to the services provided as part of the overall project A margin 1s apphed to costs incurred so as to
achieve a constant return on the expenditure incurred over the life of the contract This margin 1s calculated
using total mcome forecast to be recervable over the concession, less all hfecycle and other operating costs
forecast to be payable over the concession This margin 1s reviewed annually by reference to the progress on
the contract

Interest payable and similar charges
Interest payable on bank borrowings and similar charges during the construction phase are capitalised as part

of the contract receivable In the operational phase amounts are charged to the profit and loss account as
ncurred




INSPIREDSPACES ROCHDALE (PROJECTCO1) LIMITED

Notes (continued)

1 Accounting policies (continued)

Interest receivable and similar income

Other 1nterest receivable and stmilar income 1s credited to the profit and loss account as earned

Deferred taxation

The charge for taxation 1s based on the result for each year and takes nto account deferred taxation calculated
n accordance with the requirements of FRS 19 Deferred taxation Deferred tax assets or habilities are

calculated on a non-discounted full provision basis in respect of iming differences that are expected to reverse
wn future periods

Cash flow statement
Under FRS 1 (revised) the company 1s exempt from the requirement to prepare a cash flow statement on the
grounds that Inspiredspaces Rochdale (Holdingsl) Limited, the company’s ultimate parent undertaking,

includes the company’s cash flows in 1ts own published consolidated cash flow statement

Finance costs

Fmancing costs are accounted for i accordance with FRS 4 Capital Instruments and are written off at a
constant rate over the hife of the financing to which they relate

The unamortised balance at the end of the year 1s set agamnst the outstanding hability
Financial instruments

The company has entered into certain hedging agreements i respect of interest rates These financial
instruments are accounted for at cost

2 Turnover
Turnover represents the value of work done and excludes value added tax

The company’s sole business 1s that described n the Directors’ Report and all turnover 1s derived 1n the United
Kimngdom

3 Operating profit

The following costs were incurred n arriving at operating profit

Year ended Year ended

31 December 31 December

2012 2011

£000 £000

Auditor's remuneration - audit of these financial statements 9 8

10




INSPIREDSPACES ROCHDALE (PROJECTCO1) LIMITED
Notes (continued)

4 Net interest payable and similar charges

Year ended Year ended
31 December 31 December
2012 2011
£000 £000
Interest payable and sinular charges

Bank borrowings 1,768 1,529
Other borrowings 323 47
Bank commitment fees - 82
Amortisation of 1ssue costs 19 41
Net interest payable 2,110 1,699

Interest receivable and similar income
Interest on contract receivable (1,955) (647)
Bank mnterest recervable (20) )
135 1,051

5 Staff costs

There were no employees during the year (2011 ml) The directors have no contract of service with the
company (2011 none) Amounts payable to third parties in respect of directors’ services totalled £ml (2011
£ml)

6 Taxation on profit on ordinary activities

Year ended Year ended
31 December 31 December
2012 2011
£000 £000

a) Analysis of tax charge for the year

Current tax

UK corporation tax 29 20
Total tax charge on profit on ordmary activities 29 20

b) Factors affecting the tax charge for the year

The UK standard charge of corporation tax 1s 24 5% (2011 26 5%) The actual tax rate above 1s equal to
(2011 equal to) the standard rate

11




INSPIREDSPACES ROCHDALE (PROJECTCO1) LIMITED

Notes (continued)
Taxation on result on ordinary activities (continued)

¢) Factors that may affect future tax charges

A reduction 1 the UK corporation tax rate from 26% to 25% (effective from 1 Apnil 2012) was substantively
enacted on 5 July 2011, and further reductions to 24% (effective from 1 April 2012) and 23% (effective from
1 April 2013) were substantively enacted on 26 March 2012 and 3 July 2012 respectively This will reduce

the company's future current tax charge accordingly

The March 2013 Budget announced that the rate will further reduce to 20% by 2015 1n addition to the planned
reduction to 21% by 2014 previously announced n the December 2012 Autumn Statement

It has not yet been possible to quantify the full anticipated effect of the announced further 3% rate reduction,

although this will further reduce the company's future current tax charge accordingly

There 1s no recogrused or unrecogmsed deferred tax (2011 £ml)

Debtors: Amounts falling due within one year

Contract receivable

Other debtors

Debtors: Amounts faling due after more than one year

Contract receivable

Other debtors

Included within the contract recervable 1s £1,960,000 (2011
during the canstruction phase

12

Year ended Year ended
31 December 31 December
2012 2011

£000 £000

1,023 1,023

64 328

1,087 1,351

Year ended Year ended
31 December 31 December
2012 2011

£000 £000

23,209 24,234

767 -

23,976 24,234

£1,960,000) of capitalised interest costs incurred




INSPIREDSPACES ROCHDALE (PROJECTCO1) LIMITED

Notes (continued)

9 Creditors: Amounts falling due within one year

Trade creditors

Other creditors

Accruals

Shareholder loan interest
Bank borrowings

Other borrowings
Corporation tax

10 Creditors: Amounts falling due after more than one year

Bank borrowings
Less unamortised 1ssue costs

Other borrowings
Less unamortised 1ssue costs

The bank borrowings are repayable by instalments as follows
In less than one year

Between one and two years

Between two and five years

Greater than five years

Year ended Year ended
31 December 31 December
2012 2011
£000 £000
96 98
323 324
611 792
83 4
521 3,233
28 695
29 20
1,691 5,166
Year ended Year ended
31 December 31 December
2012 2011
£000 £000
23,809 24,330
(440) (459)
23,369 23,871
2,832 -
(13) -
26,188 23,871
521 3,233
523 521
1,909 1,725
21,377 22,084
24,330 27,563

Bank borrowings relate to term loan facilities granted by the bank on 11 January 2012 The loan facility 1s for
a total value of £27,563,000 comprising of a £24,783,000 term loan facility and a £2,780,000 equity bridge
facility As at 31 December 2012 £24,330,000 (2011 £27,563,000) has been drawn comprising £24,330,000
(2011 £24,783,000) term loan and £ml (2011 £2,780,000) equily bnidge loan Loan 1ssue costs in respect of
these facihties have been deducted from the gross proceeds of the bank borrowings and are being amortised
over the periods of the facilities as part of the finance costs in accordance with the provisions of FRS 4

The term loan 1s repayable in s1x-monthly instalments which commenced on 31 March 2012 and will end on 29
February 2036 The equity bridge loan was repaid on 31 March 2012 Interest 1s charged on amounts drawn
under the facilities based on floating LIBOR The company has entered into an interest hedging agreement
which fixes the interest rate at 4 765% until 29 February 2036 The fair value of this financial mstrument at
31 December 2012 was a habihity of £7,082,000 (2011 hability of £6,564,000)

13




INSPIREDSPACES ROCHDALE (PROJECTCO1) LIMITED

Notes (continued)
10  Creditors: Amounts falling due after more than one year (continued)

The facilities are secured, by way of first fixed charge, over all of the assigned rights which the company now
has, 1ts present and future interest 1n the securities and all other stocks, shares, debentures, bonds and other
securities, all account monues, all benefits in respect of insurances, all book and other debts and other momes
due, 1ts present and future goodwill and 1ts present and future uncalled capital They are also secured by way
of a floaung charge over the whole of the charged assets being the whole of the property (including uncalled
capital) which 1s or may be from time to time comprised 1n the property and undertaking of the chargor

The shareholders of the company’s parent undertaking Inspiredspaces Rochdale (Holdings1) Ltd had advanced
£695,000 (2011 £695,000) which was repaid on 31 March 2012

Other borrowings comprise £2,860,000 (2011 £mil) of Loan Stock advanced by Inspiredspaces Rochdale
(Holdings1) Limited, the Company’s parent company, on 31 March 2012 These loans are unsecured, bear
interest at 11 55%, and are repayable n instalments by March 2036 These funds were used to repay the
equity bridge facility and the shareholder loans

11  Share Capital

Year ended Year ended
31 December 31 December
Share capital 2012 2011
£000 £000
Allotted, called up and fully paid
10,000 ordinary shares of £1 each 10 10
12 Profit and loss account
Year ended Year ended
31 December 31 December
2012 2011
£000 £000
At beginning of year 55 -
Profit for the financial year 91 55
Dividends (£12 40 per share, 2011 £rnul per share) (124) -
At end of year 22 55

14




INSPIREDSPACES ROCHDALE (PROJECTCO1) LIMITED

Notes (continued)

13 Reconciliation of movement in equity shareholder’s funds

Year ended Year ended

31 December 31 December

2012 2011

£000 £000

At beginung of year 65 10
Profit for the financial year 91 55
Dividends (124) -
At end of year 32 65

14  Capital commitments

(a) Under the terms of a contract with Carillion Construction Limited dated 11 Januwary 2010, the company
was comnuited at 31 December 2012 to payments totalling £323,000 (2011 £ml} mn respect of design and
construction services to be provided in the period to September 2011

(b) Under the terms of a contract with Inspiredspaces Rochdale Limited, the company was commtted at 31
December 2012 to payments totalling £4,198,000 (2011 £4,441,000) (1ndex-linked) in respect of management
and admimstration services to be provided n the period to September 2036

15 Related party disclosures

Administrative, construction, financial and technical services were provided to the company during the year by
comparues related to Bulding Schools for the Future Investiments LLP at a cost of £11,000 (2011 £45,000)
by compames related to Canlhion Pnivate Finance (Education) Limuted at a cost of £831,000 (2011
£9,864,000) by Inspiredspaces Rochdale Limited at a cost of £275,000 (2011 £322,000) and by Rochdale
Metropolitan Borough Council at a cost of £rul (2011 £mul)

As at 31 December 2012 £ml (2011 £ml) was owed to companies related to Building Schools for the Future
Investments LLP, £389,000 (2011 £365,000) to companues related to Carillion Private Finance (Education)
2012 Limuted, £30,000 (2011 £31,000) to Inspiredspaces Rochdale Limited and £2,943,000 (2011
£695,000) to Inspiredspaces Rochdale (Holdings1) Ltd

16  Parent undertakings

The company 1s a wholly-owned subsidiary of Inspiredspaces Rochdale (Holdingsl) Limited, a company
incorporated in the United Kingdom

The consohdated financial statements of Inspiredspaces Rochdale (Holdings1) Limited are available to the
public and may be obtained from

Companies House
Crown Way
Cardiff

CF14 3UZ
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