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SANDWELL LIFT PROJECT COMPANY (NO 2} LIMITED

DIRECTORS® REFORT

The Directors present the annual report and the audited financial statements for the year ended 31 March 2012

The Directors' report has been prepared in accordance with the special provisions relating to small companies under section 417 of
the Compantes Act 2006

The Company 1s a wholly owned subsidiary of Sandwell LIFT Midco (No 2} Limited, which itself 1s a subsidiary of Sandwell LIFT
Company Limited

BUSINESS REVIEW AND PRINCIPAL ACTIVITIES

The principal activity of the Company is the provision of pnmary healthcare accommodation and the servicing thereof under the
Local Improvement Finance Trust agreements with the local NHS Primary Care Trusts and Councils The Company has now
completed the Glebefields Health Campus Subsequent to the completion of the buildings, the Company receives lease plus renta!
income from tenants under commercial agreements for 30 years

GOING CONCERN

Within Sandwell Project Company (No 2) Ltd, there 1s only one scheme, Glebefields, which became operational during the year The
scheme 1s financed with a combination of bank debt of £10m plus subordinated debt from the company's shareholders

The company's forecasts are based upon the financial close model and, once 1n operaticn, upon half yearly financial models which
are submitted to and approved by the company's funders in accordance with the company's senior debt faciity agreements These
indicate a positive return for shareholders over the concession penod, with costs and revenues that are mainly determined by long
term contractual commitments RPI swaps are in place for the majority of costs and revenues, meaning vanability of returns 1s imited
provided that the company manages its operating budgets 1n accordance with the Financial Close models The company does not
have exposure to movements In interest rates on its debt due to the use of interest rate swap contracts

The directors believe that the business ts able to manage any business nisks despite the current economic situation and have the

resources to operate in the foreseeable future Accordingly, they continue to adopt the going concern basis in prepanng the annual
accounts

FUTURE DEVELOPMENTS

The company will receive lease plus rental income on a monthly basis from tenants, under arm’s length commercial agreements for
the remaining period of 29 years

RESULTS AND DIVIDENDS

The loss for the year before taxation amounted to £247,111 (2011 - £nil) After a taxation credit of £nil (2011 - £nil), the loss for the
year was £247,111 (2011 - Enil)

The Directors do not recommend the payment of a dividend (2011 - Emil}

INDEPENDENT AUDITOR AND DISCLOSURE OF INFORMATION TO THE INDEPENDENT AUDITOR

In the case of each of the persons who are directors of the company at the date when this report was approved

So far as each director 1s aware, there 1s ng relevant audit information (that i1s, information needed by the Company's auditor
in connection with prepaning their report} of which the Company’s auditor 1s aware, and

Each 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 estabhish that the Company’s auditor 1s aware of that information

This confirmation 1s given and should be interpreted in accordance with the provision of section 418 of the Companies Act 2006
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SANDWELL LIFT PROJECT COMPANY (NO 2) LIMITED

DIRECTORS' REPORT {continued)

DIRECTORS

The Directors who served throughout the year, except as noted, are shown on page 1

EMPLOYEES

Details of the number of employees and related costs can be found in note 5 to the financial statements on page ©

AUDITOR

Pursuant to a shareholders’ resolution, the Company i1s not obliged to reappoint its auditor annually and Delortte LLP will therefore
continue in office

On behalf of the Board

P J Sheldrake
Director

2c j-q\\’ 2012
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SANDWELL LIFT PROJECT COMPANY (NO 2) LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT

The Directors are responsible for preparing the Annual Report and the financial statements 1n accordance with applicable law and
regulations

Company law requires the Directors to prepare financia! 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 faw) 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 !n preparing these financial statements, the Directors are required to

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

- prepare the financial statements on the going concern basis unless it 1s inappropnate to presume that the Company will
continue In business

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company's
transactons and disclose with reasonable accuracy at any time the financial position of the Company and enable them to ensure
that the financial statements comply with the Companies Act 2006 They are also responsible for safeguarding the assets of the
Company and hence for taking reasonable steps for the prevention and detection of fraud and other irregulanties
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF SANDWELL LIFT PROJECT COMPANY (NO.2) LIMITED

We have audited the financial statements of Sandwell LIFT Project Company (No 2} Lirited for the year ended 31 March 2012 which
comprise the profit and loss account, the balance sheet and the related notes 1 to 18 The financral reporting framework that has
been applied in therr preparation is applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted
Accounting Practice)

This report 1s made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Comparies 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 1n 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
opmnions we have formed

Respective responsibilities of Directors and auditor

As explaned more fully in the Directors’ Responsibilities Statement, the Directors are responsible for the preparation of the financiai
statements and for being satisfied that they give a true and farr view Our responsibility 15 to audit and express an opinion on the
financial statements in accordance with applicable law and International Standards on Auditing (UK and Ireland} Those standards
require us to comply with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give reasonable
assurance that the financial statements are free from matenal misstatement, whether caused by fraud or error This includes an
assessment of whether the accounting policies are appropnate to the Company’s circumstances and have been consistently applied
and adequately disclosed, the reasonableness of significant accountng estmates made by the Directors, and the overall
presentation of the financial statements In addition, we read all the financial and non-financial information in the annual report to
identify matenal inconsistencies with the audited financial statements If we become aware of any apparent matenal misstatements
or inconsistencies we consider the implications for our report

Opinion on financial statements
In our opinicn the financial statements

o give a true and fair view of the state of the Company's affairs as at 31 March 2012 and of its loss for the year then ended,
o have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, and
e have been prepared in accordance with the requirements of the Companies Act 2006

Cpimon on other matter prescnbed by the Compames Act 2006
In our opimion the Information given 1n the Directors’ Report for the financial year for which the financial statements are prepared 1s
consistent with the financial statements
Matters on which we are required to report by exception
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

e adequate accounting records have not been kept, or returns adequate for our audit have not been recewved from branches

not visited by us, or

e the financial statements are not in agreement with the accounting records and returns, or

o certain disclosures of Directors’ remuneration specified by law are not made, or

e we have not recerved all the information and explanations we require for our audit, or

« the Directors were not entitled to take advantage of the small companies exemption in preparing the Directors' Report

David Hedditch (Senior Statutory Auditor)
for and on behalf of Deloitte LLP
Chartered Accountants and Statutory Auditor

Cardiff, United Kingdom
20 July 2012
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SANDWELL LIFT PROJECT COMPANY (NO 2) LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 MARCH 2012

Notes
Turnover 2
Cost of sales
Gross profit
Administrative expenses
Operating profit 3
Net interest payable 6
Loss en ordinary activities before taxation
Tax on loss on ordinary activities 7
Loss for the financial year 15

A reconciliation of movements in shareholder's deficit 1s given in note 16

All tems in the profit and loss account relate to continuing operations

2012
£

1,036,405
(201,765)

2011

834,640

(384,202)

450,438

(697,549)

(247,111)

(247,411)

All gains and losses are recognised in the profit and loss account in both the current and preceding year, and therefore no separate

statement of total recognised gains and losses has been presented
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SANDWELL LIFT PROJECT COMPANY (NO 2) LIMITED

BALANCE SHEET AS AT 31 MARCH 2012

Fixed assets
Tangible fixed assets

Current assets
Debtors - due within one year

Cash at bank and 1n hand

Current llabilities
Creditors amounts falling due within one year

Net current assets / (habilities)
Total assets less current habilities

Creditors amounts faling due after more than one year

Net (liabilities) / assets

Capital and reserves
Called up share capital
Profit and loss account

Sharehotder’'s {deficit) / funds

Notes

10

11

11

14
15

16

2012 2011

£ £
9,693,915 9,362,258
222,227 123,304
631,474 22,675
853,701 145,979
(629,232) (511,813)
224,469 (365,834)
9,918,384 8,996,424
(10,155,495)  (8,086,424)
{237,111) 10,000
10,000 10,000
(247,111) -
{237,111) 10,000

The financial statements of Sandwell LIFT Project Company (No 2) Limited, registered number 06746310, were approved by the
Board of Directors and authonsed forissueon 2e T o \"'I

/

P J Sheldrake
Director

2 T.._n_,j 2012
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SANDWELL LIFT PROJECT COMPANY {NO 2) LIMITED

a)

b)

¢)

d)

e)

a)

h}

Notes to the financlal statements for the year ended 31 March 2012

ACCOUNTING POLICIES

The following accounting policies have been applied consistently in both the current and pnor year, dealing with items whuch are
considered matenzl in relation to the Company's financial statements

All schemes within the company are fully operational and will generate revenue to cover the company’s operating costs and repay senior
and shareholder debt over the concession penod

Going Concern

The Company's forecasts are based upon the Financial Close model and, once in operation, upon half yeary financial models which are
submitted to and approved by the Company's funders in accordance with the Company's semor debt facilily agreements These indicate
a positive return for shareholders over the concession pened, with costs and revenues that are mainly determined by long term
contractual commitments RPl swaps are in place for the majonty of costs and revenues, meaning vanabiiity of returns is hmited
prowided that the Company manages its operating budgets in accordance with the Financia! Close models The Company does not have
exposure to movements in interest rates on its debt due to the use of interest rate swap contracts

The directors believe that the business 1s able to manage any business nsks despite the current economic situation and have the
resources to operate in the foreseeable future Accordingly, they continue to adopt the going concern basis in preparing the annual
accounts

Basis of preparation of accounts .
The financial statements have been prepared under the histonical cost convention and in accordance with applicable United Kingdom .
law and accounting standards

The Company 1s exempt under FRS1 from preparnng a cash flow statement on the basis that it qualifies as a small company

Tumover
Tumover s net of VAT and anses in the United Kingdom, represented by the following

Lease plus rentals and third party rentals receivable for penods of tenancy are recognised on a straight line basis over the lease term,
subject to RPI indexatton, and

Income from the recovery of operating costs and vanations 1s recognised so as to match against costs incurred by the company

Interest and fees
Interest costs and fees on borrowings used to fund the construction of the faciities are included within assets in the course of
construction dunng the construction penod

Following practical completion, interest and fees are charged to the profit and loss account

Operating costs
Operating costs incurred dunng the construction of the accommodation are included wilhin assets in the course of construction dunng
the construction penod Following practical completion, operating costs are charged to the profit and loss account

Tangible fixed assets and depreciation

Tangible fixed assets compnse land and buildings and assets in the course of construchon Assets in the course of construction are not
depreciated until practical completion is reached All relevant costs (land, construction cost, operating costs, interest and fees) are
capitalised at practical completion of each faciity, and are depreciated on a straight ine basis over 30 years to the expected residuat
value

Taxation
Current tax, :ncluding United Kingdom Corporation tax and foreign tax, 1s provided at amounts expected to be paid (or recovered) using
the tax rates and laws that have been enacted or substantively enacted by the balance sheet date

In accordance with FRS 19 ‘Deferred Tax', deferred taxation 1s recognised i respect of all iming differences that have onginated but not
reversed at the balance sheet date where transactions or events that result in an obligation to pay more tax in the future or a nght to pay
less tax in the future have occurred at the balance sheet date Timing differences are differences between the company's taxable profits
and its results as stated in the financial statements that anse from the inclusion of gains and losses in tax assessments in periods
different from those 1n which they are recognised in the financial statements

A net deferred tax asset I1s regarded as recoverable and therefore recogrised only when, on the basis of all avallable evidence, it can be
regarded as more likely than not that there will be suitable taxable profits from which the future reversal of the underiying timing
differences can be deducted Deferred tax is measured at the average tax rates that are expected to apply in the penod in which the
timing differences are expected to reverse, based on the tax rates and laws that have been enacted or substantively enacted by the
balance sheet date Deferred tax assets are not discounted

Bank Borrowings

Interest-beanng bank loans and overdrafls are recorded at the proceeds received, net of direct Issue costs Finance charges, including
premiums payable on settlement or redemption and direct 1ssue costs, are accounted for on an accruals basis in the profit and loss
account

Denvative Finanoial Instruments

The Company uses denvative financial mstruments to reduce exposure ininterest rate movements Receipts and payments on interest
rate instruments are recogrised on an accruals basis over the hfe of the instrument The Company does not hold or issue denvative
financial instruments for speculative purposes

Interest rate instruments are not recorded at fair value as the Company has not adopted FRS 26 Financial Instruments Recognition and
Measurement However, fair values of interest rate instruments are disclosed in the notes to the financial statements
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SANDWELL LIFT PROJECT COMPANY (NO 2) LIMITED

Notes to the financial statements for the year ended 31 March 2012 {continued)

TURNOVER
2012 2011
Turnover In the year 1s analysed as follows £ £
Cost recoveries 199,052 -
Operating lease rental 834,369 -
Vanations 2,984 -
1,036,405 -
OPERATING PROFIT
2012 2011
£ £
Operating profit 1s stated after charging
Depreciation 181,421 -

The audit fees for the Company amount to £4,000 (2011 - £5,000) These have been borne by Community Solutions Partnership

Services Limited (formerly Pimary Plus Limited) These have been recovered through the management services agreement

between the parties

DIRECTORS' REMUNERATION

No Director received any remuneration for services 1o the Company durning the year (2011 - £ml} The Company 1s managed by

secondees from the shareholders
STAFF NUMBERS
There are no employees in the current or prior year The Directors are shown on page 1

NET INTEREST PAYABLE

2011

2012
£

Interest receivable and similar income
Interest receivable on bank deposits 463
463

Interest payable and similar charges

Interest payable on bank loans and overdrafis (651,502)
Finance costs (10,001}
Interest payable on shareholder loans {136,509}
(698,012}
Net interest payable (697,549}
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SANDWELL LIFT PROJECT COMPANY (NO 2) LIMITED

Notes to the financial statements for the year ended 31 March 2012 (continued)

TAX ON LOSS ON ORDINARY ACTIVITIES
Factors affeching tax for the year

The differences between the total current tax shown above and the amount calculated by applying the standard rate of UK
corporation tax to the loss before tax are as follows

2012 2011

£ £

Loss on ordinary activities before taxation (247,111) -
Loss on ordinary activities multiphed by the standard rate of corporation tax in the UK of 26%

(2011 - 28%) 64,249 -

Effects of

Expenses not deductible for tax purposes (23,585) -

Capital allowances in the year in excess of depreciation 130,018 -

Capitalised interest 184,444 -

Losses carned forward (537,846) -

Capitalised revenue expenditure 182,720 -

Total current tax for the year - -

A deferred tax asset has not been recogrised in respect of timing differences relating o revenue losses and accelerated capital
allowances as there I1s insufficient evidence that the asset wilt be recovered The amount of the asset not recogmised 1s £206,200
(2011 £nmil) The asset would be recovered If sufficient future taxable profits were to anse against which the asset could be ofiset

The UK Government annolunced a reduction in the standard rate of UK corporation tax from 28% to 26% effective 1 Aprid 2011 and
to 24% effective 1 April 2012 These rate reductions became substantively enacted i March 2011 and March 2012, respectively
Accordingly, the company's profits for this financial year are taxed at an effective rate of 26% and deferred tax provided at 24%

The UK Government also proposed changes to further reduce the standard rate of UK corporation tax by 1% per annum to 22% by
1 April 2014 As these rates were not substantively enacted at the balance sheet date, the rate reduction 15 not yet reflected in
these financial statements The effect of these tax rate reductions on the deferred tax balance will be accounted for in the period in
which the tax rate reductions are substantively enacted

TANGIBLE FIXED ASSETS

Assets in the Land and
course of buiidings -
construction freehold Total
£ £ £
Cost
At 1 Apnl 2011 9,362,258 - 9,362,268
Additions 513,078 - 513,078
Transfers (9,875,336) 9,875,336 -
At 31 March 2012 - 9,875,336 9,875,336
Depreciation
Charge for the year - (181,421} (181,421)
At 31 March 2012 - {181,421) (181,421)
Net book value
At 31 March 2012 - 9,693,915 9,693,916
At 31 March 2011 9,362,258 - G, 362,258

Tangible fixed assets consist of payments, including capitalised interest and other finance costs of £708,401 (2011 - £nil) for the
construction of bulldings on sites which are the property of the company

Land and buildings - freehold are held for use in operating leases
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SANDWELL LIFT PROJECT COMPANY (NO 2) LIMITED

10
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Notes to the financial statements for the year ended 31 March 2012 (continued)

DEBTORS

Due within one year

Trade debtors

Amounts owed by parent undertaking
Other taxation and social secunty
Prepayments and accrued income

CASH

2012 2011

£ £
116,976 -
1 -

- 123,304
105,250 -
222,227 123,304

Of the cash balance at the end of the year, £352,159 (2011 - £nil) 15 restricted by loan covenants and cannot be
LIFT Project Company (No 2) Limited for purposes other than as specified in the senior debt arrangements

CREDITORS

Amounts falling due within one year
Bank loans

Trade creditors

Amounts owed to parent undertaking
Other taxation and social securty
Other creditors

Accruals and deferred income

Amounts falling due after more than one year
Bank loans

Amounts owed to parent undertaking

Other creditors

Accruals and deferred income

Debt (including amounts owed to parent undertaking) can be analysed as falling due

Analysis of debt
Debt can be analysed as falling due
In one year or less
Between cne and two years
Between two and five years
In five years or more

Less arrangement fees
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used by Sandwell

2012 2011

£ £

68,945 43,316
26,549 -
232,191 -
14,389 -
114,342 97,394
172,816 371,103
629,232 511,813
9,044,391 7773747
994,437 1,005,378

- 85,075

116,667 122,224
10,155,485 8,086,424
2012 2011

£ £

306,607 48,840
231,780 74,416
696,375 243,935
9,212,090 8,567,663
10,446,852 8,934,854
(106,888) (112,413)
10,339,964 8,822,441




SANDWELL LIFT PROJECT COMPANY {NO 2) LIMITED
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15
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Notes to the financial statements for the year ended 31 March 2012 (continued)
LOANS

interest on the senior loan faciliies from Santander Pl of £9 399 million 1s charged at LIBOR plus a margin of 2 25% The
company does not hold or issue dervative financial instruments for speculative purposes

The loans with repayment due beyond five years currently attract interest between 0 54% above LIBOR to 13 00% and the final
repayment will be made in May 2041 The repayments profile involves payments every six months based on an increasing
percentage of the onginal loan as the age of the loan increases

The semior bank loans are secured by a first floating charge over the assets of the company under a debenture agreement dated
26 November 2009 Amounts owed to the parent undertaking include the sum of £1,141,887 for subordinated debt (2011 -
£1,005,378), provided by Sandwell LIFT Midco (No 2) Liimited This loan 1s unsecured

The company has entered into fixed interest rate swaps at rates of 4 45% to mitigate its interest exposure which have a negative
far value at 31 March 2012 of £1,931,940 (2011 - £446,480)

In addition, the company has entered into RPI swap agreements at of 3 24% to mitigate its nsk m respect of inflation inked income
which have a negative fair value at 31 March 2012 of £931,118 (2011 - £1,139,142)

CAPITAL COMMITMENTS, CONTINGENT LIABILITIES AND FINANCIAL COMMITMENTS

Caprtal commitments

At 31 March 2012, the Company I1s committed to remaining design and construction costs of £114,342 (2011 - £398,297) payable
to Thomas Vale Construction Limited under the Design and Construction Contract relating to the Sandwell LIFT Project between
Sandwell LIFT Project Company (No 2) Limited and Thomas Vale Construction Limited

At 31 March 2012, the Company 1s committed to an amount of £2,727,735 (2011 - £2,877,370) payable to John Laing Integrated

Service Limited, under Facilities Provision Contracts dated 26 November 2008 relating to the Sandwell LIFT project between
Sandwell LIFT Project Company (No 2) Limited and John Laing Integrated Services Limited

Contingent Liabilities
There were no known contingencies at 31 March 2012

CALLED UP SHARE CAPITAL

2012 2011
£ £
Allotted, called up and fully paid
10,000 crdinary shares of £1 each 10,000 40,000
MOVEMENT IN RESERVES
Profit and
loss account
£
At 1 April 2011 -
Loss for the financial year (247,111}
At 31 March 2012 ¢ (247,111)
RECONCILIATION OF MOVEMENTS IN SHAREHOLDER'S (DEFICIT) / FUNDS
2012 2011
£ £
Loss for the financial year (247,111) -
Net addition to shareholder's (deficit) (247,111) -
Opening shareholder's funds 10,000 10,000
Closing shareholder's (deficit) / funds {237,111) 10,000
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SANDWELL LIFT PROJECT COMPANY (NO 2) LIMITED

17
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Notes to the financial statements for the year ended 31 March 2012 (continued)

TRANSACTIONS WITH RELATED PARTIES

The following party I1s a related party as it 1s the shareholder of Sandwell LIFT Project Co (No 2) Limited Sandwell LIFT Midco

(No 2) Limited

The following are related parties as they are indirect shareholders or fellow subsidiary undertakings Community Solutions
Partnership Services Limited (formerly Pnmary Plus Limited) (up to 18th October 2011), John Laing Integrated Services Limited
{up to 18th October 2011), Sandwell LIFT Company Limited, Sandwell LIFT Project Co (No 1) Limited, Primary Plus (Heldings)

Limited, Community Health Partnerships Limited and Sandwell Pnmary Care Trust

The following are related parties as they are indirect shareholders of Primary Plus {Holdings) Limited Equitix Limited and Equitix

Healthcare 2 Limuted

Purchase of assets and services from related parties dunng the year

2012

£

Intercompany creditor - Sandwell LIFT Midco (No 2) Limited (1,141,887)

Intercompany creditor - Sandwell LIFT Company Limited {84,741)

Intercompany debtor - Sandwell LIFT Company Limited 1

Trade debtor - Sandwell Pnmary Care Trust 107,703

Purchase of assets and services from related parties during the year

Related Party Nature

Sandwell LIFT Company Limited Management Services 131,917

John Laing Integrated Services Limited (up to 18th October 2011}  FM Services 119,385

Sandwell Pnmary Care Trust 1,099,483

ULTIMATE PARENT UNDERTAKING

2011
£

(1,005,378)

1

158,850
87,749

The Company’s immediate parent company 1s Sandwell LIFT Midco (No 2) Limited, a company incorporated in Great Britain

The company's ultimate parent and controlling party 1s Aghoco 1063 Ltd, a company incorporated in Great Britain Aghoco 1063
Ltd 15 a joint venture between Equitix Fund Il LLP and Equitix Ltd The largest and smallest group in which the Company's results
are consolidated, 1s Primary Plus (Holdings) Limited, a company incorporated in Great Bntain and registered in England and
Wales Copies of the consolidated accounts of Pnmary Plus (Holdings) Limited are available from its registered office at Boundary

House, 91-93 Charterhouse Street, London EC1M 6HR

Page 13




