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Bangor and Nendrum Schools Services Limited

Directors’ Report
The directors present their report with the audited financial statements for the year ended 31 December 2020.
Principal activity

The Company's principal activity is the design, construction, financing, operation and maintenance of two
secondary schools under a Government Private Finance Initiative (PF1) program for the benefit of the Education
Authority in Northern Ireland. '

The construction of both schools was completed in 2008 and Nendrum College was handed over on
29 February 2008 and Bangor Academy and Sixth Form College was handed over on 30 April 2008. The
contract has now entered the 30 year service delivery period which lasts until 2038.

COVID-19

The Company is exposed to the COVID-19 risk as a result of the inherent uncertainty around the impact of the
pandemic on UK society and economy. Whilst the Company itself is not considered to be significantly exposed,
subcontractors which it engages with are considered to have exposure in relation to labour and the ability to
continue to perform required services. The Company is aware of the Government guidance for public bodies on

__payment to suppliers to ensure service continuity during and after the Coronavirus outbreak, which provides ___ .

additional assurance. Nevertheless, performance risk under the Project Agreement and related contracts are
passed on to the service providers and to the building contractor. The obligations of these subcontractors are
underwritten either by performance guarantees issued by banks or by parent’ company guarantees. Due to the
evolving nature of the risk, the Board continue to actively monitor developments.

Results and dividends

The Statement of Comprehensive Income is set out on page 9. Dividends during the year amounted to £222,521
(2019: £213,046).

Directors
The directors who served during the year and through to the date of the report were as follows:

J Gordon

L McKenna

A Mills (resigned 30th April 2021)

D W Davies _
S Brooks (appointed 30th April 2021)

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

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

- the director has taken all the steps that he/she ought to have taken as a director in order to make himself
/herself aware of any relevant audit information and to establish that the Company's auditor is aware of that
information. :

This confirmation is given and should be interpreted in accordance with the provisions of section 418 of the
Companies Act 2006.



Bangor and Nendrum Schools Services Limited

Directors' Report (continued)
Auditor
The Board recommend that Johnston Carmichael LLP continues in office as auditor to the Company.

This report has been prepared in accordance with the provisions applicable to companies entitled to the small-
companies exemption.

Approved by the Board and signed on its behalf by:

e

L McKenna

Director {{ ’ ob / A .

Date :



Bangor and Nendrum Schools Services Limited

Statement of directors’ responsibilities

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

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law), including FRS 102
The Financial Reporting Standard applicable in the UK and Republic of Ireland.

Under company law the directors must not approve the financial statements unless they are satisfied that they
give a true and fair view of the state of affairs of the Company and 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 consistently;
- make judgements and estimates that are reasonable and prudent;

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

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



Bangor and Nendrum Schools Services Limited

Independent auditor's report to the members of Bangor and Nendrum
Schools Services Limited

Opinion

We have audited the financial statements of Bangor and Nendrum Schools Services Limited (the ‘company’) for the
year ended 31 December 2020 which comprise the statement of comprehensive income, the statement of financial
position, the statement of changes in equity, and notes to the financial statements, including significant accounting
policies. The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including FRS 102 The Financial Reporting Standard applicable in the UK and
Republic of Ireland (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 December 2020 and of its profit for the
year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and

¢ have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

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

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of accounting
in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions
that, individually or collectively, may cast significant doubt on the company's ability to continue as a going concern for a
period of at least twelve months from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant
sections of this report.

Other information

The other information comprises the information included in the annual report, other than the financial statements and
our auditor’s report thereon. The directors are responsible for the other information contained within the annual report.
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. 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 course of 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 this
gives rise to a material misstatement in the financial statements themselves. If, based on the work we have performed,
we conclude that there is a material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.



Bangor and Nendfum Schools Services Limited

Independent auditor's report to the members of Bangor and Nendrum
Schools Services Limited (continued)

Opinion on other matter prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of our audit:

« 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

¢ the directors' report have been prepared in accordance with applicable legal requirements.
Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the course of the audit,
we have not identified material misstatements in the directors’ report.

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to
you if, in 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 :

o the financial statements are not in agreement with the accounting records and returns; or

e 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

e the directors were not entitled to prepare the financial statements in accordance with the small companies regime
and take advantage of the small companies’ exemptions in preparing the directors' report and from the requirement to
prepare a strategic report.

Responsibilities of directors

As explained more fully in the statement of directors' responsibilities 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 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 is available on the Financial Reporting Council's website at:
https://www frc.org.uk/Our-Work/Audit/Audit-and-assurance/Standards-and-guidance/Standards-and-guidance-for-
auditors/Auditors-responsibilities-for-audit/Description-of-auditors-responsibilities-for-audit.aspx. This description forms
part of our auditor’s report.



Bangor and Nendrum Schools Services Limited

Independent auditor's report to the members of Bangor and Nendrum
Schools Services Limited (continued)

Extent to which an audit is considered capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line
with our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud.
The extent to which our procedures are capable of detecting irregularities, including fraud is detailed below:

We identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
and then design and perform audit procedures responsive to those risks, including obtaining audit evidence that is
sufficient and appropriate to provide a basis for our opinion.

In identifying and assessing risks of material misstatement in respect of irregularities, including fraud and non-
compliance with laws and regulations, we considered the following:

+ the nature of the industry;

e results of our enquiries of management about their own identification and assessment of the risks of
irregularities; and; )

o the matters discussed among the audit engagement team regarding how and where fraud might occur in
the financial statements and any potential indicators of fraud.

As a result of these procedures, we considered the opportunities and incentives that may exist within the organisation
for irregularities, including fraud and identified the greatest potential for fraud in the following area: revenue recognition.
In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to the risk
of management override of controls.

We also obtained an understanding of the legal and regulatory frameworks that the company operates in, focusing on
provisions of those laws and regulations that had a direct effect on the determination of material amounts and
disclosures in the financial statements. The key laws and regulations we considered in this context included the UK
Companies Act and tax legislation.

Our procedures to respond to risks identified included the following:

e recalculation of unitary charge by applying the independently verified indexation to contractual base cost and
ensuring recorded within the Unitary Charge Control Account to ensure revenue is complete;

e reviewing the reasonableness and validity of the service costs and the application of appropriate service margin
per the current operating model to service costs to determine revenue amount released to the statement of
comprehensive income in the year;

e reviewing passthrough costs and related revenue to ensure these match and are legitimate passthrough costs in
line with the contract;

e reviewing the financial statement disclosures to assess compliance with the laws and regulation described as
having a direct effect on the financial statements;

¢ enquiring of management and those charged with governance regarding any known or suspected instances of non-
compliance with laws and regulations and fraud and where they think fraud would most likely to occur and the
safeguards made in place to mitigate this;

« performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks of -
material misstatement due to fraud;

o review of directors’ going concern assessment, cashflow forecast and projected compliance with debt covenants
and review of going concern disclosure in the financial statements in line with our responsibilities as auditors;

e reviewing board minutes for any reference to breaches in laws or regulations;

e in addressing the risk of fraud through management override of controls, testing the appropriateness of journal
entries and other adjustments; assessing whether the judgements made in making accounting estimates are indicative
of a potential bias; and

e evaluating the business rationale of any significant transactions that are unusual or outside the normal course of
business.

We also communicated relevant identified laws and regulations and potential fraud risks to all engagement team
members and remained alert to any indications of fraud or non-compliance with laws and regulations throughout the
audit. )



Bangor and Nendrum Schools Services Limited

Independent auditor's report to the members of Bangor and Nendrum
Schools Services Limited (continued)

Extent to which an audit is considered capable of detecting irregularities, including fraud (continued)

Because of the inherent limitations of an audit, there is a risk that we will not detect all irregularities, including those
leading to a material misstatement in the financial statements or non-compliance with regulation. This risk increases
the more that compliance with a law or regulation is removed from the events and transactions reflected in the financial
statements, as we will be less likely to become aware of instances of non-compliance. The risk is also greater regarding
irregularities occurring due to fraud rather than error, as fraud involves intentional concealment, forgery, collusion,
omission or misrepresentation.

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.

_‘EE;D‘A;¢4§LQ»\ (:SLJYVv«;l\oaaéy(/LjQ

Grant Roger (Senior Statutory Auditor)

for and on behalf of Johnston Carmichael LLP
Chartered Accountants

Statutory Auditor

7 - 11 Melville Street

Edinburgh

EH3 7PE

11 June 2021



Bangor and Nendrum Schools Services Limited
Statement of Comprehensive Income
for the year ended 31 December 2020

Notes Year ended 31

Year ended 31

December 2020 December 2019
£ £

Turnover 1,904,487 1,879,318
Cost of sales (1 ,352;445) (1,309,348)
Gross profit 552,042 569,970
Administrative expenses (291,166) (289,186)
Operating profit 260,876 280,784
Finance income / investment income 1,808,721 . 1,881,627
Finance costs (1,801,547) (1,911,232)
Profit before taxation 268,050 251,179
Tax on profit (51,883) (48,375)
Profit after taxation and profit for the
financial year 216,167 202,804
Other comprehensive income
Fair value losses on interest rate swaps (1,023,465) (499,314)
Deferred tax arising on fair value losses 390,721 84,883
Total comprehensive income for the year (416,577) (211,627)

All amounts relate to continuing operations.

The accompanying notes form part of these financial statements.



Company Registration no. N1054742

Bangor and Nendrum Schools Services Limited
Statement of Financial Position
31 December 2020

Notes ' 2020 2019
£ £

Current assets
Debtors: due within one year 8 971,367 765,890
Debtors: due after more than one year 8 27,700,435 28,700,513
Cash at bank 2,220,850 2,640,396

30,892,652 32,106,799
Creditors: amounts falling due within one year 9 (1,589,076)  (1,561,514)
Net current assets : 29,303,576 30,545,285
Creditors: amounts falling due after more than one year 10 (37,885,611) (38,488,222)
Net liabilities (8,582,035)  (7,942,937)
Equity
Called up share capital 12 154,642 154,642
Profit and loss account 12 40,981 47,335
Cash flow hedge reserve 12 (8,777,658)  (8,144,914)
Shareholders’ deficit ] (8,582,035)  (7,942,937)

These financial statements have been prepared in accordance with the provisions applicable to
companies entitled to the small companies exemption.

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

L

L McKenna
Director

Date: ,{/[/oé/ﬂm



Bangor and Nendrum Schools Services Limited
Statement of Changes in Equity

31 December 2020

Balance as at 1 January 2019
Profit for the year

OTHER COMPREHENSIVE INCOME:
Change in fair value of interest swap
contracts

Deferred taxation arising on interest rate swap

TOTAL COMPREHENSIVE INCOME FOR THE
YEAR

Transactions with owners in their capacity
as owners:
Dividends paid

TOTAL TRANSACTIONS WITH OWNERS IN
THEIR CAPACITY AS OWNERS

Balance as §t 31 December 2019

Profit for the year

OTHER COMPREHENSIVE INCOME:
Change in fair value of interest swap
contracts

Deferred taxation arising on interest rate swap

TOTAL COMPREHENSIVE INCOME FOR THE
YEAR

Transactions with owners in their capacity
as owners:

Dividends paid

TOTAL TRANSACTIONS WITH OWNERS IN
THEIR CAPACITY AS OWNERS

Balance as at 31 December 2020

Profit and

Share Cash flow Total
capital loss hedge
account reserve
£ £ £ £
154,642 57,577 (7,730,483) (7,518,264)
- 202,804 - 202,804
- - (499,314) (499,314)
- - 84,883 84,883
- 202,804 (414,431) (211,627)
- (213,046) - (213,046)
- (213,046) - (213,046)
154,642 47,335 (8,144,914) (7,942,937)
- 216,167 - 216,167
- - (1,023,465) (1,023,465)
- - 390,721 390,721
- 216,167 (632,744) (416,577)
- (222,521) - (222,521)
- (222,521) - (222,521)
154,642 40,981 (8,777,658) (8,582,035)

11



Bangor and Nendrum Schools Services Limited

Notes to the financial statements
for the year ended 31 December 2020

1. Accounting policies

A summary of the principal accounting policies, which have been applied consistently throughout the
current and preceding year, is set out below.

General information

Bangor and Nendrum Schools Services Limited ("the company") is a private Limited company domiciled
and incorporated in Northern Ireland. The address of its registered office and principal place of business is
50 Bedford Street, Belfast, BT2 7FW. The company's principal activity and nature of its operations can

be found in the Directors' report on page 2.

Basis of preparation

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (“FRS 102") and the requirements of the Companies ..
Act 2006, including the historical cost convention, modified to include certain derivative financial instruments at
fair value.

The financial statements are prepared in sterling, which is the functional currency of the company. Monetary
amounts in these financial statements are rounded to the nearest £.

Going concern

The Company's business activities are detailed in the Directors' Report. The Directors have reviewed the
budget for the foreseeable future, and have considered the projected cash flows based on the contractual
receipts and payments of cash. They project that the loan covenant terms will be met until the loan is repaid in
full. The effect of the cash flow hedge reserve on the company's equity is recognised by the Directors and the
Shareholder's Deficit of £8,582,035 (2019: £7,942,937) at the year end. Having considered the risks and
uncertainties of the business, their projections for the future performance of the Company, and the current
uncertain economic environment, the Directors have a reasonable expectation that the Company has
adequate resources to continue in operational existence for the foreseeable future. Accordingly, they continue
to adopt the going concern basis in preparing the financial statements.

In making this assessment the Directors have considered the potential impact of the emergence and spread of
COVviD-19.

The Company's operating cash inflows are largely dependent on unitary charge receipts receivable from
The Education Authority in Northern Ireland and the Directors expect these amounts to be received even in
severe but plausible downside scenarios.

The Company continues to provide the asset in accordance with the contract and is available to be used.
As a result, the Company does not believe there is any likelihood of a material impact to the unitary
payment.

The Directors have assessed the viability of its main subcontractors and reviewed the contingency plans of
the subcontractors and are satisfied in their ability to provide the services in line with the contract without
significant additional costs to the Company, even in downside scenarios, due to the underlying contractual
terms. To date, there has been no adverse impact on the services provided by the Company or its
subcontractors arising from COVID-19. However, in the unlikely event of a subcontractor failure, the
Company has its own business continuity plans to ensure that service provision will continue.



Bangor and Nendrum Schools Services Limited

Notes to the financial statements (continued)
for the year ended 31 December 2020

1. Accounting policies (continued)
Turnover and long term contracts

The project agreement with the Education Authority in Northern Ireland provides for the charging of a
unitary fee from the date the schools are made available until the end of the service delivery agreement.
The unitary fee is fixed subject to performance and inflation indexation.

During the construction phase, construction costs incurred are recorded as cost of sales. Turnover is also
recognised in relation to the construction work performed. The turnover recognised is included within the
financial asset' described below. If construction costs are forecast to exceed amounts which can be
subsequently recovered, a loss is recognised as soon as this is foreseen.

Amounts recoverable on long-term contracts, which are included in debtors, represent future amounts due
over the life of the service delivery contract for the fair value of the construction work on the schools. This
financial asset comprises the construction turnover recognised up to the reporting date, other directly
attributable costs, interest on loan facilities used to finance the construction less amounts collected to date.

Interest is recorded on the financial asset at a constant rate based on the carrying amount.

The unitary fee charged is split between services provided (which is recorded as turnover), collection of
the financial asset, payment of interest on the financial asset and deferred income.

Turnover in relation to both construction and services provided is recorded net of VAT and arises entirely
in the UK.

Turnover recognition

Turnover represents the service share of the management services income received by the Company for the
provision of a PFI (Private Finance Initiative) asset to the customer. This income is received over the life of
the concession period. Management service income is allocated between turnover, finance debtor and
reimbursement of finance debtor over the life of the contract.

Reduced disclosures

In accordance with FRS 102, the Company has taken advantage of the exemptions from the following
disclosure requirements;

- Section 4 'Statement of Financial Position' - Reconciliation of the opening and closing number of
shares .

- Section 7 ' Statement of Cash Flows' - Presentation of a Statement of Cash Flow and related notes
and disclosures

- Section 11 'Basic Financial Instruments' & Section 12 'Other Financial Instrument Issues' - Carrying
amounts, interest income/expense and net gains/losses for each category of financial instrument;
basis of determining fair values; details of collateral, loan defaults or breaches, details of hedges,
hedging fair value changes recognised in profit and loss and in other comprehensive income.

- Section 33 'Related Party Disclosures' - Compensation for key management personnel

The company is entitled to small companies exemption, by virtue of S414B of the Companies Act 2006, in
relation to preparing a strategic report as it would be so entitled but for being a member of an ineligible

group.



Bangor and Nendrum Schools Services Limited

Notes to the financial statements (continued)
for the year ended 31 December 2020

Reduced disclosures (continued)

The financial statements of the Company are consolidated in the financial statements of Bangor and
Nendrum Schools Services Holdings Limited. The consolidated financial statements of Bangor and
Nendrum Schools Services Holdings Limited are available from its registered office, 50 Bedford Street,
Belfast, BT2 7FW.

Capital instruments

Share capital is included in shareholder's funds. Debt instruments, which contain an obligation to repay,
are classified as liabilities. These liabilities are recognised at amortised cost net of any transaction
costs. Interest is calculated using the effective interest rate method. Finance costs calculated in
accordance with this policy are recognised in the Statement of Comprehensive Income.

Financial instruments

The Company has elected to apply the provisions of Section 11 'Basic Financial Instruments' and Section
12 'Other Financial Instruments Issues' of FRS 102, in full, to all of its financial instruments.

Financial assets and financial liabilities are recognised when the Company becomes a party to the
contractural provisions of the instrument, and are offset only when the Company currently has a legally
enforceable right to set off the recognised amounts and intends either to settle on a net basis, or to realise
the asset and settle the liability simultaneously.

Financial liabilities and equity

Financial instruments are classified as liabilities and equity instruments according to the substance of the
contractual arrangements entered into. An equity instrument is any contract that evidences a resndual
interest in the assets of the Company after deducting all of its liabilities.

Equity instruments

Financial instruments classified as equity instruments are recorded at the fair value of the cash or other
resources received or receivable, net of direct costs of issuing the equity instruments.

Trade creditors and other payables

Trade creditors and others payable within one year that do not constitute a financing transaction are initially
measured at the transaction price and subsequently measured at amortised cost, being the transaction
price less any amounts settled.

Where the arrangement with a trade creditor constitutes a financing transaction, the creditor is initially and
subsequently measured at the present value of future payments discounted at a market rate of interest for
a similar instrument.

Dividends

Dividends to the Company's ordinary shareholders are recognised in the financial statements when the
amount has been agreed by the Board of Directors and the Company's senior debt provider.



Bangor and Nendrum Schools Services Limited

Notes to the financial statements (continued)
for the year ended 31 December 2020

Derivatives

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are
subsequently re-measured to fair value, at each reporting date. Fair value gains and losses are recognised
in the Statement of Comprehensive Income unless hedge accounting is applied and the hedge is a cash flow
hedge.

To qualify for hedge accounting, the Company documents the hedged item, the hedging instrument and the
hedging relationship between them, and the causes of hedge ineffectiveness (such as different maturities,
nominal amounts or variable rates, and counterparty credit risk).

The Company elects to adopt hedge accounting for interest rate swaps where:

- the interest rate swap is a qualifying hedging instrument with an external party that hedges interest rate
risk on a loan, part of the nominal amount of a loan, or a group of loans managed together that share the
same risk and that qualify as a hedged item;

- the hedging relationship between the interest rate swap and the interest rate risk on the loan is consistent
with the risk management objectives for undertaking hedges (i.e. to manage the risk that fixed interest rates
become unfavourable in comparison to current market rates or the variability in cash flows arising from
variable interest rates); and

- the change in the fair value of the interest rate swap is expected to move inversely to the change in the
fair value of the interest rate risk on the loan.

Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short term highly
liquid investments with original maturities of six months or less and bank overdrafts.

Cash flow hedge - hedge of variable interest rate risk

Where an interest rate swap that converts variable rate debt into fixed rate debt qualifies for hedge accounting,
it is accounted for as a cash flow hedge. The cumulative change in the fair value of the interest rate swap is
recognised in Other Comprehensive Income up to the amount of the cumulative fair value movement on the
variable rate debt that is attributable to the variable interest rate risk. Any excess fair value gains or losses on
the interest rate swap not recognised in Other Comprehensive Income are recognised in the Statement of
Comprehensive Income. The gains and losses recognised in Other Comprehensive Income are recorded as a
separate component of equity (the cash flow hedge reserve).

Net cash settlements on the interest rate swap are recognised in the Statement of Comprehensive Income in
the period(s) when the net cash settlements accrue. The cash flow hedge reserve is reclassified to the
Statement of Comprehensive Income when the variable rate interest is recognised in the Statement of
Comprehensive Income.



Bangor and Nendrum Schools Services Limited

Notes to the financial statements (contmued)
for the year ended 31 December 2020

Cash flow hedge - hedge of variable interest rate risk (continued)

Hedge accounting is discontinued when a floating to fixed interest rate swap expires, is sold, terminated or
exercised, or when the conditions for hedge accounting are no longer met or the Company documents its
election to discontinue hedge accounting. Any fair value gains or losses accumulated in the cash flow hedge
reserve are reclassified to the Statement of Comprehensive Income, either when the variable interest rate
expense is recognised in the Statement of Comprehensive Income, or immediately on discontinuation of hedge
accounting if future variable interest rate cash flows are no longer expected to occur.

Following the FCA's announcement that LIBOR will no longer be published after 31 December 2021, the
Company has applied the December 2019 Amendments to FRS 102: Interest rate benchmark reform. The
amendments provide relief in applying the requirements of hedge accounting to certain hedges, including
allowing the Company to assume that interest rate benchmarks on which hedged cash flows are based (e.g.
LIBOR) will not be altered as a result of interest rate benchmark reform. Consequently, hedging relationships
that may have otherwise been impacted by interest rate benchmark reform have remained in place and no
additional ineffective portion of the hedge has been recognised. The Company has taken advantage of these
amendments in relation to the LIBOR interest rate noted-above. The transition from LIBOR has not yet
occurred, but is expected to occur prior to 31 December 2021.

Borrowings

Borrowings are initially recognised at the transaction price, including transaction costs, and subsequently
measured at amortised cost using the effective interest method. Interest expense is recognised on the basis of
the effective interest method and is included in interest payable and other similar charges.

Finance debtor

The company has taken the transition exemption in FRS102 Section 35.10(i) that allows the company to
continue the service concession arrangement accounting policies from previous UK GAAP.

2. Critical accounting estimates and areas of judgement
Certain critical accounting judgements in applying the Company’s accounting policies are described below:
- Accounting for the service concession contract and finance debtors requires of estimation of service margins,
finance debtors interest rates and associated amortisation profile which is based on forecasted results of the
PFI contract.
- The Company has entered into an interest rate swap agreement under the bank loan which expires in May

2037. The fair value of the interest rate swap is calculated by discounting the future cash flows of both the fixed
rate and variable rate interest payments, and provided from broker quotes.

- The directors have considered the interest rates applied to the subordinated loan stock and consider these to
be at a market rate of interest.

3. Finance income / investment income
2020 2019
£ S 3
Interest on finance debtor 1,801,464 1,866,473
Interest received on cash at bank 7,257 15,154
1,808,721 1,881,627
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4,

Finance costs

2020 2019
£ £
Bank interest payable 1,493,034 1,547,861
Other interest payable 289,254 343,505
Amortisation of debt issue costs 19,259 19,866
1,801,547 1,911,232

Operating profit

Employee costs

The Company had no employees in the year other than the Directors (2019: nil).

The Directors did not receive any remuneration from the Company during the year (2019: £nil). Fees

of £11,945 (2019: £11,622) were charged by the shareholders for services provided by the Directors
during the year.

Qualifying third party indemnity provisions

The company indemnifies the directors in its Articles of Association to the extent allowed under section
232 of the Companies Act 2006. Furthermore Schools Capital Limited and Dalmore Capital (Para 1)
Limited maintain liability insurance for its directors and officers and those of its directors and officers of its

associated companies.

The company has not made a qualifying third-party indemnity provision for the benefits of its directors
during the year.

Auditor’'s remuneration

Auditor's remuneration for the audit was £7,400 payable to Johnston Carmichael LLP (2019: £6,700).
Auditor's remuneration for tax services was £2,870, payable to Johnston Carmichael LLP (2019: £2,800).
Taxation

(a) Analysis of charge in the year

2020 2019
£ £
Current tax
UK corporation tax on profits in the year 51,883 48,375 -
Total current tax 51,883 48,375

Deferred tax
Origination and reversal of timing differences - -

Tax charge for the year 51,883 48,375
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6.

Taxation on profit (continued)
(b) Factors affecting tax charges for the year

The tax assessed for the year differs to the standard rate of tax applicable to companies in Northern
Ireland of 19.00% (2019: 19.00%). The differences are explained below:

2020 ‘ 2019
£ £
Profit before tax 268,050 251,179
Profit multiplied by the standard rate of corporation tax
in Northern Ireland of 19.00% (2019: 19.00%) 50,930 47,724
Other adjustments affecting tax . 953 651
Tax charge for the year 51,883 48,375

A change to the main UK corporation tax rate, announced in the Budget on 11 March 2020, was enacted
on 17 March 2020. The rate applicable from 1 April 2020 now remains at 19%, rather than the previously
enacted reduction to 17%. This tax rate change has been reflected in the calculation of deferred tax at the
Statement of Financial Position date.

There is a deferred tax asset relating to the interest rate derivative which will unwind over the term of the
hedging arrangement. All movements in the deferred tax have been recognised in other comprehensive
income.

Future changes in tax rates

A change to the future UK corporation tax rate was announced in the March 2021 budget. The rate will
increase to 25% with effect from 1 April 2023. This change has not been substantively enacted at the
Statement of Financial Position date and therefore is not recognised in these financial statements.

Dividends

The Directors and senior debt providers approved dividends of £222,521 (2019: £213,046) during the year.

Debtors
2020 2019
£ £
" Amounts recoverable on long-term contracts: due within
one year 950,563 746,391
Prepayments and accrued income 20,804 - 19,499
Debtors due within one year 971,367 765,890
Amounts recoverable on long-term contracts: due after
more than one year 25,641,479 27,032,278
Deferred tax 2,058,956 1,668,235

Total debtors 28,671,802 29,466,403
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8.

10.

Debtors (continued)
The major deferred tax liabilities and assets recognised by the Company are:

Deferred tax liabilities:

2020 2019
£ £
Assets measured at fair' value 2,058,956 1,668,235
Creditors: amounts falling due within one year
2020 2019
£ £
Bank loans (note 10) 1,163,832 1,005,268
Other luans (nule 10) 80,004 72,233
Corporation tax 428 6,360
Other taxation and social security 176,515 172,311
Accruals and deferred income 168,297 305,342
1,589,076 1,561,514
Creditors: amounts falling due after more than one year
2020 2019
£ £
Other loans 2,260,178 2,724,987
Bank loans 24,788,819 25,850,086
Fair value of derivative contract (see note 14) 10,836,614 9,813,149
37,885,611 38,488,222

In accordance with FRS102, issue costs of £182,135 (2019: £201,394) have been set off against the total
loan drawdowns. The amount set off against loans falling due within one year is £19,464 (2019: £20,195)

and after more than one year is £162,671 (2019: £181,199).

Maturity of debt
2020 2019
£ £

The loans (stated net of unamortised issue costs) are repayable
as follows:
Due one year or less (note 9) 1,243,836 1,077,501
Due between one and two years ' 1,433,391 1,228,640
Due between two and five years ' 4,721,030 4,577,462
Due in' more than five years 20,894,576 22,868,971

28,292,833 29,752,574

19



Bangor and Nendrum Schools Services Limited

Notes to the financial statements (continued)
for the year ended 31 December 2020

10.

Creditors: amounts falling due after more than one year (continued)
Bank loans

The bank loans comprise senior debt. The senior debt consists of a loan that is repayable by May 2037 with
principal repayments on the loan which commenced in December 2008. ’

The amount of the senior debt loan drawdown as at 31 December 2020 is £26,050,205 (2019: £27,070,933),
with £1,178,674 (2019: £1,020,729) falling due within one year and £24,871,531 (2019: £26,050,204) after
more than one year. The interest rate on the loan is fixed at 5.52% per annum until September 2017, 5.57%
from October 2017 to September 2027 and 5.67% from October 2027 until September 2037. These interest
rates are fixed through the use of a swap.

The bank loan is secured by floating charges over all the assets, rights and undertakings of the Company.

Loan issue costs

Cost associated with the issue of ioans are capitalised and netted off against the loan amount in the balance

sheet. The finance cost of debt is allocated to periods over the term of the debt at a constant rate on the carrying

amount.
Other loans
Other loans comprise Subordinated Secured Loan Notes 2037 (the "loan notes").

The loan notes carry a coupon of 12.0% and interest is paid quarterly in arrears on 31 March, 30 June,
30 September and 31 December each calendar year.

Providing certain defaults are not made by the Company, the loan notes are due for repayment on the
termination of the service delivery contract. As such the loan notes have been classified in debt due in more
than five years. Part or all of the loan notes can be redeemed earlier at the option of the Company.

The terms of the loan notes state that payments of interest and repayments of the loan principal are only to
made if sufficient funds are available to avoid a breach of covenants in the Company's banking facilities
and whilst the Company is not in the process of a liquidation or other such winding-up proceedings. No
such covenant breaches have occurred during the current or prior year.

The loan notes are secured by floating charges over all the assets, rights and undertakings of the Company.
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11.

12.

13.

Deferred taxation

The deferred tax included in the Balance sheet is as follows :

Included in debtors (note 8)

The movement in the deferred tax account during the year was:

Bélahce brought forward

- Profit and loss movement relating to currentyear ...

Profit and loss movement relating to prior years

Balance carried forward

Share capital and reserves

Allotted, called up and fully paid

154,642 ordinary shares of £1 each

Ordinary share rights

2020 2019
£ £
2,058,956 1,668,235
2020 2019
£ £
1,668,235 1,583,352
.. 194,458 __ _ 84883 __ ___ _
196,263 -
2,058,956 1,668,235
2020 2019
£ £
154,642 154,642

The Company's ordinary shares, which carry no right to fixed income, each carry the right to one vote at

general meetings of the Company.
Reserves of the company represent the following:

Statement of comprehensive income

Cumulative profit and loss net of distribution to owners.

Cash flow hedge reserve

Gains and losses arising on fixed to floating interest rate swaps which have been designated as hedges for

hedge accounting purposes including the associated deferred tax.

Controlling party

The Company has no ultimate controlling party. The immediate parent company is Bangor and Nendrum
Schools Services Holdings Limited, registered in Northern Ireland at 50 Bedford Street, Belfast, BT2 7FW.
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14. Financial instruments
Interest rate swaps

The fair values of the Company's derivatives are as follows:

Principal Fair value
2020 2019 2020 2019
£ £ £ £
Interest rate swap contracts 26,050,203 27,070,932 (10,836,614) (9,813,149)

The Company uses derivatives to manage the exposure to interest rate movements on its senior debt. The fair
values are based on market values of equivalent instruments at the balance sheet date.

The interest rate swap contracts have fixed interest receipts at an average rate of 4.8% over the life of the swap
contracts, which terminate on 30 June 2037, and have floating interest payments at LIBOR.

= The fair value of interest rate swaps are detérmined using the forward curve for 3 Month GBP LIBOR.———

All interest rate swaps meet the conditions for hedge accounting, as set out in the accounting policies on
page 14.

15. Related party transactions

At 31 December 2020 an amount of £1,190,340 (2019: £1,420,758) was owed to Schools Capital Limited (which
owned 40% of the Company's parent company) and £1,190,340 (2019: £1,420,758) was owed to Dalmore Capital
(Para 1) Limited (which owns 60% of the Company's parent company). Both of the above relate to amounts of the
Company's loan notes held and interest payable.

During the year the company incurred interest on the loan notes held by Schools Capital Limited and Dalmore
Capital (Para 1) Limited totalling £289,254 (2019: £343,505).
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