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Strategic report

Group obJectlves

" The company isa holdmg company w1th a single sub51diary, Exchequer Paitnership Plec (¢ EPP ). EPPis engagedina -
. 35-year contract with HM Treasury to renovate and then manage the facilities at the main Treasury building formerly
Government Offices, Great George Street, Whitehall, London. The renovations were completed in July 2002 and HM
Treasury then moved into the refurbished accommodation. Management of the facilities commenced from tlus time.

Group’ s stirategy

To énsure that the group achieves its Objective, the strategy is to implement processes, policies and procedures to
comply with the control matrices stipulated in the project documentation committed to at the inception of the project.
This includes minimising performance and availability deductions, cash monitoring and maintenance of good working
relationships between all stakeholders. :

Development and performance of the busmess

The bus:ness has operated smoothly with minimal deductions from. availabihty fee payments. The facilities
maintenance service has been closely monitored throughout the year. This takes the form of full-time representation
on site through the group’s management services agent and periodic reporting by the mdependent Technical
Assessor. A number of contract vanauons have been successfully implemented.

During the previous year, a dispute arose over certain defects and the level of availability deductions which should be
applied as a.consequence. The facilities maintenance contractor is undertaking a programme of remedial works and
these are substantially complete. The directors have appointed technical experts to determine the full extent of the
-remedial works required and to provide assurance that the works are being carried out to the appropriate standard. - All
financial penalties and costs in respect of this dispute are to be claimed from the subcontractor '

The group made a profit before taxation of £5,051,000 compared to £5, 308 000 in 2015 as a result of higher interest
payable on the index-linked debt. Net assets reduced from £3,736,000 at 31 December 2015 to net assets of £2,789,000
at 31 December 2016.

Principal risks and uncertamtles

As the project is currently in'its operational phase, operational risks are monitored closely. This takes the form of full-
time representation on site through the group’s management services agent and periodic reporting by the independent
Technical Assessor plus regular dialogue with the executive team 6f HM Treasury.

The group’s revenues have largely been in line with expectatjons, with very few deductions applied for non-
availability of the assets. Any.such deductions are passed down to the subcontractors so there is no direct financial
consequence to the company. Sustained non-availability can lead to contract termination but the company is not
anywhere close to such termination trigger points. Compliance with the detailed and complex operational
‘requirements of the PFI projects remains a key risk given the potential termination consequences. Directors receive
regular reports on actual performance compared to termination trigger thresholds.

Another risk is the continued funding from the public sector counterparties to the PFI project agreements, especially
as these counterparties are under pressure to make savings in their operational PFI contracts. To date, most of the
pressure to make such cost savings has fallen on the sub-contractors to the project companies rather than on the project
companies themselves. Furthermore, it is understood that current policy from central government is not to encourage
voluntary termmation of PFI projects.



Exchequer Partnership Holdings Limited

Annual Report and Consolidated Financial Statements
Registered number 03810496

31 December 2016

Strategic report (continued)
Principal risks and uncertainties (continued)
Inflation rate risk

There is no RPI swap to reduce volatility of operating cash flows in relation to the index linked debt service. However,
the availability fee and the majority of the costs are contractually linked to the Retail Price index. A relatively small
proportion of total costs is not inflation-linked and a rise in these costs above the general rate of inflation would reduce
debt service cover ratios. The most significant of these costs is insurance, though claims history so far is good and
current premium renewal are competitive and within budgeted amounts.

Interest rate risk

The group’s principal financial instruments comprise secured bonds and a mezzanine loan. The terms of these financial
instruments are such that the profile of the debt service costs is tailored to match expected revenues arising from the
concession.

The group does not undertake financial instrument transactions which are speculative or unrelated to the company’s
trading activities.

A small proportion of cash flow is derived from bank interest on cash balances. The current low levels of interest rates
have reduced this interest but this has not impacted on debt covenant compliance.

Risk Management
The board has overall accountability for ensuring that risk is effectively managed across the group and they regularly
review the effectiveness of the group risk process and consider risk in all strategic decision-making.

Key performance indicators

The level of performance and availability deductions arising from failures to achieve specified levels of contract
service is a key performance indicator. These are reported quarterly to the Board and have been extremely small in
relation to total unitary payments.

Another key indicator is the ratio of operating cash flow to the senior debt service amount. This ratio is tested at six-
monthly intervals and each time it has been to the satisfaction of the senior debt provider.

On behalf of the board
i th doix

A L Mitchell LLB ACIS
Company Secretary C/O Albany SPC Services Ltd
' 3 Floor
3-5 Charlotte Street
Manchester
M1 4HB
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Direetors’ report

The directors present their annual report and the audited consolidated financial statements for the “year ended 31.
December 2016. ‘ :

Results and dividend ‘

The results of the group for the year are set out in the Profit and Loss Account on page 10 and in the Strategic Report
on page 2. : . .

The_ group made a dividend paymentvof £4,926,00Q in the year (2015: £nil).

The profit for the financial year is £3,979,000 (2015: £4,445,000).

Directors
"The directors who held offices during the year and up to the date of signing the financial statements are set out below
KW Gillespie _

‘KM Hill o . . N
GS Jackson (resigned 27 February 2017) ’

BP Millsom

SM Prior

CT Solley (appointed 27 February 2017)
AL Tennant .

‘ Fmancral risk management

The group ’$ principal financial mstruments comprise short term bank deposits, an index Imked bond, and a Mezzanine
loan. .

The majn objective of these financial instruments is to ensure that the profile of the debt service costs is tailored to
match expected revenues arising from the Concession'Agreement. ‘

The group does not undertake financial instrument transactions which are specu]auve or unrelated to the group’s- -
trading activities. The main risks arising from the group’s financial instruments are mﬂatron rate risk, liquidity risk,
credit risk and interest rate risk.’ :

Inflation rate risk

In order to fund the development of the main Treasury, building, the gronp has'issued index-linked debt to achieve a
correlation between inﬂation'ary increases in revenue and finance charges. '

The index linked bond is- exposed to 1nﬂauon rate risk.

quuzdzty nsk

The group builds up sufﬁcrent cash balances to ensure it is able to meet its 1oan and other, lrabllmes
Credit risk - ‘

The financial instruments are subject to credit and market risk. The carrying value of financial assets represents the
maximum credit.exposure.
The Board maintains regular liaison wrth Ambac Assurance UK Lumted as insurance guarantor of the Bond issue.
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Directors’ report (continued)

Corporate Governance - : '

The Group is committed to high standards of corporate governance, as are appropnate for the longer term obligations to
finance, renovate and operate facilities management services for the main HM Treasury burldrng under the Private
Finance Imtratrve programme. . :

The Board of Directors of the subsidiary company also acts as the Board of Directors of the holding company. Corporate
governance principles have been implemented within the framework established by agreement between the shareholding
-parties who have launched the company under a concession agreement with HM Treasury. The Board has taken note of
" the UK Corporate Governance Code, which applies to equity quoted plcs with certain reporting requirements; this group,
not being an equity quoted plc, is not bound by the code’s requirements but has voluntarily adopted certain of those
principles as detailed below.

This report is a narrative on the pnncrples of corporate governance as applied in this company. It does not provrde a
detailed statement to identify those provisions of the new code from which the group’s governance differs.

A. The Board

1. The Board meets quarterly and reviews operating performance against the financial model and detailed
management budgets. This model incorporates all aspects of the strategic business plan and associated risks;
all proposals for contract variations are vetted before approval agamst the model.

- -The Board reserves its own decision on all contractual expenditure and associated funding, and has establrshed
the provision of management company secretary and accountancy services for the 1mplementat10n of the
project. :

2. The position of Chairman is rotated on an annual basis and the nominated chair'leads the Board.
3. The Board comprises 6 non-executive directors nominated by each participating shareholder. -

4. The Board receives quarterly information which encompasses all corporate business, financial and
relationship matters which are necessary and appropriate for the purposes of monitoring and progressmg the-
complex contractual obligations for the facilities management project.

5. Nominations for any changes to Board membershrp are subject to the shareholders separate or collective
*  decision. '

5

For the'particular interests of the shareholders in the continuity of the project, no directors retire by rotation.
B.  Remuneration ‘ . ‘

No directors received remuneranon directly frorn the group compames The remuneration for services of the
non-executwe directors is set out in note 4. .

C.. Dialogue with Instztutwns

The Board maintains regular liaison wrth Ambac Assurance UK Limited as insurance guarantor of the Bond
issue.

D. Financial Reporting

1. The Board, after seeking appropnate external advice, decides upon accountmg policies which are appropriate
for the group and ensures that they are consistently applied.

2.  The Board has instigated a rigorous process of internal control under the discipline of contractual agreements,
in order to safeguard the outcomes for the company in terms of operational performance, financial control,
legal and regulatory compliance, provision for risk factors, and longer-term relationships.

3. The Board has decided to undertake the role of an Audit Committee with all directors. The Audit Committee
meets annually to review the Report to the Board tabled by the Auditors.

* 4. The Board continues to satisfy itself that, given the contractua] and long-term funding provrsrons the group
will continue to trade as a gomg concern.
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Directors’ report (continued)

Corporate Governance (continued)
E, Internal controls
1.  The Board annually reviews the need for a formal internal audit function.

2. The Board maintains a sound system of internal control to safeguard shareholders’ investments and the
group’s assets.

Disclosure of information to auditors

The directors who held office at the date of approval of this directors’ report confirm that so far as they are each aware
there is no relevant audit information of which the Company’s auditors are unaware; and each director has taken all
the steps that he ought to have taken as a director to make himself aware of any relevant audit information and to
establish that the company’s auditors are aware of that information.

Future developments
An indication of likely future developments in the business has been included in the Strategic Report on page 2.

Independent Auditors

Pursuant to Section 487 of the Companies Act 2006, the auditors will be deemed to be reappointed and
PricewaterhouseCoopers LLP will therefore continue in office.

By order of the board
\(V\W 3i May 013
A L Mitchell LLB ACIS C/O Albany SPC Services Ltd
Company Secretary 3 Floor
3-5 Charlotte Street
Manchester
M1 4HB
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Statement of directors’ responsibilities

The directors are responsible for preparing the Strategic Report, Directors’ Report and the consolidated 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 prepared the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice
_(United Kingdom Accounting Standards, comprising Financial Reporting Standard 102 The Financial Reporting
Standard Applicable in the UK and Republic of Ireland (FRS 102), and applicable law). 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 group and of the profit or loss of the group for that period. In preparing these financial statements,
the directors are required to:

e select suitable accounting policies and then apply them consistently;
make judgements and accounting estimates that are reasonable and prudent;
state whether applicable UK Accounting Standards comprising FRS 102 have been followed, subject to any
material departures disclosed and explained in the financial statements;

¢ notify its shareholders in writing about the use of disclosure exemptions, if any, of FRS 102 used in the
preparation of financial statements; and

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
group’s transactions and disclose with reasonable accuracy at any time the financial position of the group 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 group and hence for taking reasonable steps for the prevention and detection of fraud
and other irregularities.

The Directors' Responsibilities were approved by the board on &Y MAay 2017 and signed
on its behalf by:

irector
CT oL gy
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Independent auditors’ report to the members of Exchequer
Partnershlp Holdings Limited ‘

Report on the financial statements

Our oplnlon

In our opinion, Exchequer Partnership Hold.lngs Limited’s group financial statements and company financial
statements (the “financial statements”): .

s giveatrue and fair view of the state of the group’s and of the company s affairs as at 31 December 2016
and of the group ’s profit and cash flows for the year then ended;

¢ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
' Practlce, and

« havebeen prepared in accordance with the requirements of the Companies Act 2006. -

What we have audited

The financial statements, included within the Annual Report and consohdated financial statements (the “Annual
. Report”), comprise: .

o the consohdated and company balance sheets as at 31 December, 2016;

e the consolidated profit and loss account and statement of other comprehensive 1ncome for the year then -
’ ended; : :

e the consolidated cash flow statement for the year then ended;
e the consolidated and cornpany statements of changes in equity for the year then ended; and
e the notes to the ﬁnanc1al statements, which include a summary of significant accounting policies and other

explanatory information.

The financial reporting framework that has been applied in the preparation of the financial statements is United
Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK and
Republic of Ireland”, and applicable law (United Kingdom Generally Accepted Accounting Practice).

In applying the financial reporting framework, the directors have made a number of subjective judgements, for
example in respect of 31gmﬁcant accounnng estimates. In. making such estimates, they have made assumpnons and
considered future events.

Opinion on other matter prescribed by the Companies Act 2006

In our opinion, the information given in the Strategic Report and the Directors’ Report for the financial year for which
the financial statements are prepared is consistent with the financial statements.

Other matters on which we are required to report by exception

- Adequacy of accounting records and information and explanations received
Under the Companies Act 2006 we are required to report to you if, in our opinion:
e we have not received all the information and explanations we require for our audit; or

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

¢ the company financial statements are not in agreement with the accm_inting records and returns.

We have no exceptions to report arising from this responsibility.

Drrectors remuneratlon

- Under the Compames Act 2006 we are required to report to you if, in our oplmon certaln dlsclosures of directors’
remuneration specified by law are not made. We have no exceptions to report arising from this responsibility.
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Independenit audttors report to the members of Exchequer
Partnership Holdlngs Limited ( contlnued)

Responsibilities for the financial statements and the audit

Our respons1b111hes and those of the directors

As explained more fully in'the Statement of Directors™ Respon51b111t1es set out on page 7, the directors are respon51ble
for the preparation of the financial statements and for being satisfied that they give a true.and fair view.

Our responsibility is to audit and express an opinion on the financial statements in accordance with applicable law
and International Standards on Auditing (UK and Ireland) (“ISAs (UK & Ireland)”). Those standards require us to
. comply with the Auditing Practices Board’s Ethical Standards for Auditors.

This report, mcludmg the opinions, has been prepared for and only for the company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these
opinions, accept or assume responsibility for any other purpose or to any other person to whom this report is shown
or 1nto whose hands it. may come save where expressly agreed by our prior consent in wrltmg

What an audit of financial statements involves

We conducted our audit in accordance with ISAs (UK & Ireland). 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 material misstatement whether caused by fraud or error. This includes an assessment of:

. whether the accounting pohc1es are appropriate to the group’s and the company s circumstances and have
been consistently applied and adequately disclosed; . L

the reasonableness of significant accounting estimates made by the direct'ors ; and

K2l

the overall presentation of the financial statements.

We primarily focus our work in these areas by assessing the directors’ judgements agéinst available evidénce, forming.
our own judgements, and evaluating the disclosures in the financial statements. )

‘We test and examine information, using sampling and other auditing techniques, to the extent we consider necessary
to provide a reasonable basis for us to draw conclusions. We obtain audit evidence through testing the effecnveness of
controls, substantive procedures or a combination of both.

In addition, we read all the financial and non-financial information in the Annual Report to identify materia] '
inconsistencies with the audited financial statements and to identify any information that is apparently materially
incorrect based on, or materially inconsistent with, the knowledge acquired by us in the ¢ourse of performing the
audit. If we become aware of any apparent materlal misstatements or inconsistencies we consider the implications for
our report .

Hazel Macnamara (Senior Statutory Auditor) .
. for and on behalf of PricewaterhouseCoopers LLP’
Chartered Accountants and Statutory Auditors

Manchester
31 May 2017
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Consohdated Prof' t and ‘Loss Account and Statement of Other Comprehenswe

Income
for the year ended 31 December 2016

Note L 2016 - 2015

£600 £000
Turnover . ' o S g T 14826 , 14,833
Cost of sales : ' ‘ , ' (8,122) (8,337)
Gross profit = . S S o 6,704 . . 6,496
Administrative expenses . | . . . S 34 4 (2,497) ‘ @S
Operating profit ' o . : o ' . '4,207 N - . 3,985
Interest receivable and similar income . ' 5 . 7,507 ) 7,681
Interest payable and similar expenses 6 : : (6,663) . . (6,358)
Profit before taxation =~ - ‘ : . ‘ -+ 5,051 . " 5,308
Tax on profit o 7 o 1,072 (863)
Profit for the financial year L . o 3,979 T 4,445 :

" The group has no recognised | galns or losses other than the proﬁt for the financial year reported above and therefore
no separate statement of other cornprehenswe income has been presented.

The results for the year arise wholly from continuing operat10ns

" The notes 6n pages 16 to 26 form an integral part of these Financial Statements. -

10



Consolidated Balance Sheet
as at 31 December 2016

Current assets
Debtors (including £115,473,000 (2015: £118,383,000) due

after more than one year)
Cash at bank and in hand

Creditors: amounts falling due within one year

Total assets less current liabilities
Creditors: amounts falling due after more than one year

Provisions for liabilities

Net assets

Capital and reserves
Called up share capital
Profit and loss account

Total shareholders’ funds

Note

10

11

13

15
17

Exchequer Partnership Holdings Limited
Annual Report and Consolidated Financial Statements
Registered number 03810496

31 December 2016

2016 2015
£000 £000
119,272 121,546
13,421 17,467
132,693 139,013

(6,596) (6,567)
126,097 132,446

(118,909) (121,588)

(4,399) (7,122)
2,789 3,736
500 500
2,289 3,236
2,789 3,736

These financial statements on pages 10 to 26 were approved by the board of directorson 31 M A\

and were signed on its behalf by:

Director
cCTJor ey
Company registered number: 03810496

2017
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Company Balance Sheet
as at 31 December 2016

Fixed assets

Investments

Net assets

Capital and reserves

Called up share capital

Profit and loss account

Balance at 1 January

Profit for the financial year

Dividends

Total shareholders’ funds

The financial statements on pages 10 to 26 were approved by the board of directors on
and signed on its behalf by:

8P MiLiSomn

Director

Company registered number: 03810496

Exchequer Partnership Holdings Limited

Annual Report and Consolidated Financial Statements
Registered number 03810496

31 December 2016

' 2016 2015

Note £000  £000

500 500

8

500 500

s 500 500
17 -
17 4,926
16 (4,926)

500 500

QB MAY 2017
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Consolidated Statement of Changes in Equ1ty
for the year ended 31 December 2016

Balance at 1 Jartuary 2015

-Total @omprehe’nsive income for the year
Profit for the ﬁnancja] year

Transactions with owners, recorded directly in equnty
D1v1dends

. Balance at 31 December 2015

Balance ét 1 January 2016

Total comprehensive'ihcorhe- for the year
Profit for the financial year

Transactions with owners, recorded directly in equity

Dividends -

Balaice at 31 December 2016

Exchequer Partnership Holdings Limited

Annual Report and Consolidated Financial Statements
* Registered number 03810496

31 December 2016

- o ~ Total
Called up Profit and shareholders’
share capital  loss account funds
£000 . ~ £000 ' £000 -
500 (1,209) . (709)
- ) 4,445 4,445
500 3236 3,736
i Total
Called up Profit and loss  shareholders’
share capital - account funds
£000 - £000 £000
500 3,236 3,736
- 3979 3,979
- (4,926) (4,926)
500 . 2,289 2,789

13.



Company Statement of Changes in Equlty
Jor the year ended 31 December 2016

Balance at 1-January 2015

Total comprehensive income for the year
Profit for the financial year

Transactlons wnth owners, recorded dlrectly in equnty
Dividends

Balance at 31 December 2015

Balance at 1 January 2016

Total comprehensnve income for the year
Profit for the financial year

- Transactions with owners, recorded directly in equity
Dividends ) .

Balance af 31 Decemﬁer 2016

Exchequer Partnership Holdmgs Ltmzted

Annual Report and Consolidated Financial Statements
Registered number 03810496

31 December 2016

Total

Called up Profit and loss shareholders’
share capital account funds
£000 - £000 £000

s0 . - 500

500 - 500

’ ’ Total
Called up Profit and loss shareholders’
share capital account funds
£000 £000 ' £000

. 500 - 500
4926 . 4,926

- @926 (4,926)

500 - 500

14



Consolidéted Cash Flow Statement

for the year ended 31 December 2016

Cash flow from operating activities
Profit for the year .
Adjustments for:
" Interest receivable and similar income

Interest payable and similar expenses
Taxation

‘ Operating profit )

Decrease in finance debtor
(Increase) / decrease in debtors
Increase / (decrease) in creditors
(Decrease) / increase in provisions

Cash (outflow) / inflow froin operating activities .
. Tax paid

" Net cash inflow from operating activities

Caéh(outflowj/inﬂow from investing activities '
Interest received S
Interest paid

Net cash inflow from investing activities

Cash (outflow) from financing activities
Repayment of borrowings

Net cash outflow from financing activities

Dividends

Net (decréase) / increase in éash in the year
Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

' Exchequer Partnership Holdings Limited

'Annual Report and Consolidated Financial Statements

Registered number 03810496
.31 December 2016

2016 2015

£000 £000-
3979 - 4445
(1,507) (7,681)
6,663 6,358
1,072 - 863 .
. 4,207 . 3,985
2,734 12,570
@60 - 19
522 . (68)
(3,795) . 1,453 .
(999) - 3,974
3,208 7,959
e 7,507 7,680
(4,892) .- (5,053)
2,615 . 2,627
4943)  (5,194)
(4,943) (5,194)
4,926) -
@,046) - 5392
17,467 12,075

13421 17,467

15
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-Notes to the financial statements

1 Accountmg policies

Exchequer Partnership Holdings errted (the “Company ’) is a company limited by shares and incorporated and
domiciled in the UK. o

These group and parent company financial statements were prepared in accordance with Financial Reporting Standard '
102 The Financial Reporting Standard applicable in the UK and Repubhc of Ireland (“FRS 1 02”) The presentational
currency of these financial statements is sterling. .

FRS 102 grants certain .first-time adoption exemptions from the full requrrements of FRS 102. The fo]]owrng
exemptions have been taken in these ﬁnancral statements:

e Service concession arrangements — the Group entered into its Service concession arrangement before the date of .
transition to this FRS. Therefore its service concession arrangements have continued to be accounted for using
the same accounting policies being applied at the date of transition-to this FRS.

The parent company is included in the consolidated financial statements, and is considered t‘o'be a qualifying entity
under FRS 102 paragraphs 1.8-to 1.12. The following exemptions available under FRS 102 in respect of certain
~ disclosures for the parent company financial statements have been applied: .

e No separate parent company Cash Flow Statement with related notes is included; and
e The disclosures required by Sections 11 and 12 of FRS 102 (Basic Financial Instruments and Other Fmancral
Instrument Issues respectively) in respect of financial instruments not falling wrthm the fair value accounting
rules of Paragraph 36(4) of Schedule 1.

As pernntted by Section 408 Compames Act 2006, the Company has not presented 1ts own profit and loss account.

The accounting pohcres set out below have, unless otherwise stated, been applied consrstently to all perlods presented
in these financial statements. -

‘Judgements made by the directors, in the application of these accounting policies that have significant effect on the
financial statements and estimates with a significant nsk of material adjustment in the next year are discussed in note
13.

11" - Measurement convention
. The financial statements are prepared on the hrstoncal cost basis.

1.2 Going concern

* The Group currently has £123,210, 000 (2015 £126,382,000) of total debt The Group forecasts and pI‘O_]CCIlOI]S
taking account of reasonably possible changes in trading performance show that it should be able to operate w1thm
the level of its current facilities. :

{ The Directors have reviewed the Group’s projected profits and cash flows by reference to a financial model covering
accounting periods up to December 2037. The Group has considerable financial resources together with long-term -
contracts with HM Treasury. As a consequence, the dlrectors believe that the _group is well placed to manage its
business risks successfully

After making enquiries, the directors have a reasonable expectation that the Group has adequate resources to continue

in operational existence for the foreseeable future. Accordingly, they continue to adopt the gomg concern basis in
preparing the annual report and financial statements. :

16
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Notes to the financial statements (continued) -
S Accounting policies ( eontinued)

1.3 Accounting estimates and judgements

The preparation of financial statements' in conformity with FRS102 requires management to make judgements,
estimates and assumptions that affect the application of application of policies and reported amounts of assets,
liabilities, income and expenses. The estimates and associated assumptions are based upon historical experience and
various other factors that are believed to be reasonable under the circumstances, the results of which form the basis of
making judgements about carrying values of assets and liabilities that are not readily available from other sources.,
Actual results may differ from these estimates. The estimates and undérlying assumptions are reviewed on an ongoing .
basis. Revisions to accountmg estimates are recognised in the period in which the estimate is revised if the revision
affects only that period or in the period of revision and future penods if the revision affects both current and future
periods. :
Certain critical accounting Judgements in applying the Group’s accountmg pohcles are descnbed below

U Accountmg for. the service concessron contract and finance debtor requires estlmatron ofa ﬁnance debtor interest
rate. : :

1. 4 CIassiﬁcation of ﬁnancial instruments issued by the Group

" In accordance w1th Section 22 of FRS 102, financial instruments issued by the Group are treated as equity only to the
extent that they meet the following two conditions:

(a) they mclude no contractual obligations upon the group to dehver cash or other financial assets or to exchange
financial assets or financial liabilities with another party under conditions that are potenna.lly unfavourable
to the company; and

(b) where the instrument will or may be settled in the group’s own equity instruments, it is either a non-derivative
that includes no oblrgann to deliver a variable number of the group’s own equity instruments or is a .
derivative that will be settled by the group exchanging a fixed amount of cash or other financial assets for a
fixed number of its own equity instruments. . :

* To the extent that this definition is not met, the proceeds of issue are classified as a financial liability. Where the
instrument so classified takes-the legal form of the group’s own shares, the amounts presented in these financial
statements for called up share capital exclude amounts in relation to those shares.

15 Basic financial instruments
Trade and other debtors / creditors

Trade and other debtors are recogmsed initially at transaction price less attnbutab]e transaction COsts. Trade and other - .
creditors are recognised initially at transaction price plus attributable transaction costs. Subsequent to initial
‘recognition they are measured at amortised cost using the effective interest method, less any impairment losses in the
- case of trade debtors. If the arrangement constitutes a financing transaction, for example if payment is deferred beyond
normal business terms, then it is measured at the present value of future payments discounted at a market rate of
istrument for a smular debt instrument. :

Interest bearing borrowings classified as basic ﬁnanczal mstruments

Interest-bearing borrowmgs are recognrsed initially at the present value of future payments discounted at a market rate-
of interest. Subsequent to initial recognition, interest-bearing borrowings are. stated at amortised cost using the
effective interest method, less any impairment losses.

Cash at bank and in hand

Cash at bank and in hand comprises cash balances and call deposits.

L . . i “
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Notes to the financial statements (contiriued)
1 A'ccounting: policies (continued)

1.5 Basic financial instruments ( cormnued)
Restricted cash .

- The Group is obligated to keep-a separate cash reserve in respect of future financing costs. This restricted cash balzlnce',
" which is shown on the balance sheet w1tlun the “cash at bank and in hand” balance amounts to£4,695,000 at the year
end (2015: £5,254,000)." -

The Group is also obhgated to keep a separate cash reserve in respect of future maJor maintenance costs. This restrlctedl
cash balance, which is shown on the balance sheet within the “cash at bank and in hand” balance, amounts to
'£4,608,000 at the year end (2015. £7,129,000). ‘ :

16 Impainnent excluding deferred tax assets
Financial assets ( mcludmg trade and other debtors)

A financial asset not carried at falr value through profit or loss is assessed at each reportmg date to determine whether
there is objective evidence that it is impaired. A financial asset is impaired if objective evidence indicates that a loss
event has occurred after the initial recognition of the asset, and that the loss event had a negatwe effect on the esnmated
future cash flows of that asset that can be estimated reliably.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between

its carrying amount and the present value of the estimated future cash flows discounted at the asset’s original effective .

‘interest rate. For financial instruments measured at cost less impairment an impairment is calculated as the difference
. between its carrying amount and the best esnmate of the amount that the Group would receive for the asset if it were
to be sold at the reporting date.

Interest on the impaired asset continues to be recogmsed through the unwinding of the discount. Impairment losses -
are recognised in profit or loss. When a subsequent event causes the amount of impairment loss to decrease, the
decrease in impairment loss is reversed through profit or loss.

1.7 - Finance debtor and service income
The Group is an operator of a PFI co'ntract.'The underlying asset is not deemed to be an asset of the Company under
FRS102 because the risks and rewards of ownership as set out in that Standard are deemed to lie principally with HM

Treasury. The Company has taken the transition exemption in FRS102 Section 35.10(i) which allows 1t to contmue.
* the service concession arrangement accounting policies from previous UK GAAP.

During the construction phase of the project, all attributable expenditure was included in amounts recoverable on

. contracts and .turnover. Upon becoming operational, the costs were transferred to the finance debtor. Amounts

receivable under the agreement with the HM. Treasury relating to the main Treasury building facilities transferred are
included under debtors and represent the total amount outstandmg under the agreement less unearned interest. Finance
lease income is allocated to accountmg periods so as to give a constant rate of return on the net cash mvestment in the

-lease

In the operational phase, the balance of unitary payments received, after accounting for the finance debtor interest and -
amortisation components (which together sum to a constant figure in each period, as in a lease) is accounted for as
turnover. ‘ . . '

L8 Interest
Interest recezvable and Interest payable ‘
- Interest payable and similar charges include interest payable on borrowmgs and associated ongoing financing fees.

Other mterest receivable and similar income include interest receivable on funds mvested and interest recognised on
the finance debtor based upon the finance debtor accounting policy above.

Interest payable is recogmsed in profit- or loss as it accrues, usmg the effective interest method Other interest
receivable and similar income is recognised in profit or loss as it accrues..
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- Notes to the financial statements (continued)
1 Accounting policies (continued) '
1.9 Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the proﬁt and loss
account except to the extent that it relates to items recogmsed directly in equity or other comprehensive mcome, in
which case it is recognised directly in equity or other comprehens1ve income. .

- Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted
or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided on timing differences which arise from the inclusion of income and expenses in tax assessments
in periods different from those in which they are recognised in the financial statements. The following timing differences
are not provided for: differences between accumulated depreciation and tax allowances for the cost of an asset if and
- when all conditions for retaining the tax allowances have been met. Deferred tax is not recognised on permanent
differences arising because certain types of income or expense are non-taxable or are disallowable for tax or because
certain tax charges or allowances are greater or smaller than the corresponding income or expense

Deferred tax is measured at the tax rate thatis. expected to-apply to the reversal of the related difference, using tax rates
enacted or substantively enacted at the balance sheet date. Deferred tax balances are not discounted.

L10 Provisions

A provision is recognised in the balance sheet when the Group has a present legal or constructive obligation as a result
of a past event, that can be reliably measured and it is probable that an outflow of economic benefits will be required
to settle the obligation. Provisions are recognised at the best estimate of the amount required to settle the obligation at -
the reporting date. Provisions  are made in respect of lifecycle maintenance costs to the extent that the company is
obligated to undertake maintenance in future periods. :

2 Turnover’ ,
- 2016 2015
. Turnover ° Turnover
. ' - - £000.° £000

By activity ) . o .
- Operational services : . : S - o 14,826 14,833

The turnover arises entirely within the United Kingdom and in respect of operational services.
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Notes to the financial statements (continued)

‘3 Auditors’ remuneration:

Amoums recelvable by the audltors and their associates in respect of:
Audit of these financial statements

Tax comphance services

4 " Staff costs and Directors’ remuneraiion

Recharges in respect of non-executive directors’ services to third parties

" Exchequer Partnership Holdings Limitéd

Annual Report and Consolidated Financial Statements =~

Registered number 03810496

2016

£000-

1 .

31 December 2016

. 2015
£000

12

The Group had no employees during the year (2015: none). Services provided by the contractors include the provision
of staff and management to perform contractual responsibilities. Costs associated with the staff and management are
included within the contractor’s service charges. The Directors received no remuneration for their services during the
year (2015: £nil) other than KW G11]esp1e who received £nil (2015: £5, 000) for additional commercial services to the

Group. A payment is made by the company to their employer for the services of the non- executwe directors.

5 . Interest receivable and similar income

Bank interest

Finance debtor interest receivable "

6 Interest payable and similar expenses

Interest payable on ﬁnanc1al habllmes at amomsed cost
" Other charges

T . 2016

£000

7,456

7,507 -

2016
£000

6,405

6,663

- 2015
£000

61
7,620

7,681

2015
£000

6,091

6,358
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Notes to the financial statém_ents (continued) .

i Tax on profit

Exchequer Partnership Holdings Limited
Annual Report and Consolidated Financial Statements
- Registered number 03810496
" 31 December 2016

Total tax expense recognised in the profit and loss account, other comprehensive income and equity

UK corporation tax
Current tax on income for the year -
Adjustments in respect of prior periods

Deferred tax (see note 13)

Tax losses

Origination and reversal of tnnmg differences
Effect of changes in tax rate

" Total tax .

Recognised in Profit and loss account
Recognised in other comprehensive income

Total tax

Reconciliation of effective tax rate

2016

Current Deferred Total
£000 . £000 £000

- 1,072 1,072
o 1m

2015

2016.
£000 - £000
1,291 1,155
(22) 9
aa97) (301)
1,072 863
2015
Current Deferred. - Total
tax ' tax - - tax
£000° £000 £000
- 863 863
- 863 863

Tax assessed for the period is higher than (2015: lower than) the standard rate of corporanon tax in the UK for the,
year ended 31 December 2016 0f 20% (2015: 20.25%). The dlfferences are explamed below: -

Profit for the financial year
Tax on profit

Profit before taxation

" Tax at standard rate of 20% (2015: 20.25%)

Effects on actual tax charge for the year:
Non-deductible expenses
Tax-exempt revenues

Reduction in tax rate on deferred tax balances

Total tax charge

2016

© £000

3,979
1,072

5,051

1,010

383
(25
(296)

1,072

2015
£000

. 4,445
- 863

5,308

1,075

365
(183)
(394)

863
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Notes to the financial statements (continued)

7 ‘Tax oL proﬁt(continued)l

Factors that may aﬁect future tax charges

.A reduction in the UK corporation tax rate from 20% to 19% (effective from 1 April 2017) was substantrvely enacted
.on 26 October 2015. A further reduction to 17% from 1 April 2020 was substantively enacted on 6 September 2016
and therefore deferred tax balarices have been remeasured. This change has reduced the deferred tax liability by
£197,000. . :

8  Investments _

' ' Company Company
2016 . 2015
£000 . -£000

A.Investment in subsidiary undertaking ‘ _ . 500 0 - . 500
. Class and
. . : : _ " percentage
‘Subsidiary undertaking - Country of incorporation Principal Activity . of shares held '
Exchequer Partnership Plc, - "England Renovation and then 100% ordinary
. . . operation of facilities
management for the
“main Treasury building
- 2016 - 2015
£000 - . "£000
Profit for the year of the subsidiary company - - ‘ . 3,979 T 4,445 .
_ Aggregate capital and reserves of the subsidiary company : : 2,789 3,736

The carrying amount of the 1nvestment is supported by the net assets of the subsrdlary undertakmg. '

The subsidiary company’s registered ofﬁce is 31 Floor, 3-5 Charlotte Street Manchester Ml 4HB.,

9 ) Debtors , 4
‘ , 2016 2015
 £000 . £000
Trade debtors - ‘ o - ©om 55
Finance debtor . ’ : ’ ‘ '118,383 121,117
Prepayments and accrued income - EERT - 7718 - 374
‘19272 121,546 .

Debtors include a ﬁnance debtor of £115,473,000.(2015: £]18 383,000) due'after more than one year. £101,850,000
of the ﬁnance debtor is due after more than 5 years (201 5 £1 05 579, 000)
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. Notes to the financial statements (continued)

10 Creditors: amounts fallirig due within one year

2016 2015

£000 . £000
Index-linked guaranteed secured bonds ) . . - ‘ 4,025 4542 .
Mezzanine loan : ) - : 276 - 252
Trade creditors . i L . _ T 120 60
Taxation and social security - 567 502
Other creditors . ' ’ 1,067 - 1 ,054
Accruals and deferred income ’ : o . : ) . 541 ‘157 .
6,596 6,567,
11 Creditors: amounts falling due after more than one year -
’ ' ‘ 2016 - 2015
£000° . £000
Index-linked guaranteed secured bonds . - ‘ 115265 117,668
- Mezzanine loan : . i 3,644 3,920

118,909 121,588

12 Interest-bearing loans and borrowings.

This .note provides information about the contractual terms of the Group’s interest-bearing loans and borrowings, -
which are measured at amortised cost. : '

2016 2015

: : £000 £000
Creditorsffa]ling due after more than one year :
Index-]inj(ed guaranteed secured bonds o ) . : 115,265 117,668 .
Mezzanine loan . . ) _ 3,644 - 3,9ZQ
118909 121,588
2016 2015
: . : £000 £000
Creditors falling due within one year
Index-linked guaranteed secured bonds . - . C 4,025 4,542
Mezzanine loan - ] : - 276 - 252
4,301 4,794

Included within index-linked guaranteed secured bonds is an amount repayable after five years of £95,486,000 (2015:
£100,382,000), and included within the mezzanine loan are amounts repayable after five years of £2,263,000 (2015: .
£2,654,000) respectively. The effects of indexation in the year mcreased the amount due to the bond holders by
£1,617,000.¢2015: £1,149,000).
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Notes to the financial statements (continued)
12 ' Interest-bearing loans and borrowin'ge (continued)

Terms and debt reﬁayment schedule

Currency - Nominal  Year of . "~ Repayment
. interest = maturity ' schedule £000
rate :
Index-linked guaranteed secured bonds GBP  3:58% 2035 - Semi-annual 119,290
Mezzanine loan GBP LIBOR - 2026 ~ Semi-annual, 3,920

+4% .

2016

2015
£000 .

122,210
4,172

The index-linked guaranteed secured bonds are secured by a fixed charge over the whole of the property,‘aéSets and
-undertaking of the Group, assignment of all rights to any proceeds of any insurance policies and all present and future

book and other charges over all assets which have not been secured by way of a fixed charge or assignment.

13 Provisions for liabilities

Provision

£000

"At beginning of year - I o A 6,734
Utilised during year . o .o R T (5,268)

Charge to the profit and loss for the year o : 1,473
At the end of the year ‘ o . o , A 2,939 -

. Life Cycle

Deferred Total
Tax ’
£000 £000
388 7122
- (5,268) .
1,072 2,545
1,460 4,399

erecycle provisions represent the difference between the cumulative charge to proﬁt and loss and the cumulative
~ amount of cash expenditure paid to the lifecycle sub-contractor. Lifecycle expenditure is charged to profit and loss
on a systematic basis, so as to give an annual charge, increasing with inflation each year, which in total equates to the
. total amount of the forecast lifecycle expenditure to be paid over the whole concession. The amounts and tunmg of

these payments are defined in the sub-contract agreement.

Under the terms of the contract with HM Treasury date 5 May 2000 the group is commrtted to payments totalling

£21million for lrfecycle expenditure over the remammg contract term.
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Notes to the financial statements (continued)
13 © Provisions for liabilities (continued)

Deferred tax

Deferred tax assets and liabilities are attributable to the following:

Assets - Liabilities ) o : Net )

2016 - 2015 - 2016 2015 2016 2015

£000 © £000 £0000 - £000 .£000 " £000
Accelerated capital allqwances - . - v(4,9424) ©(5,242) L (4,942) (5,242)
_ Unysed tax losses T 3482 - 4854 R - 3,482 4,854
Tax assets / (liabilitiesy ~ ~ 3,82 4,854 @943) - (5242) . (1460) (388)
Net of tax (liabrlities)/.elssets‘ ‘ . (3,482) (4.8549) - C 3482 " 4,854 . . ) -
Net tax (liabilities) L T (1,460) (388) - (1,460) (388)

In the year ended 31 December 2016 anet.increase in the deferred tax liabilities of £939,000 is expected to occur -
due to the utilisation of tax losses.

14 Financial instruments

‘The carrying amount of each category of financial instrument is as follows:

+

2016 2015
£000 £000 .

. Assets measured at amortised cost B . - s 118,383 - 121,117
" Liabilities measured at amortised cost e (232100 (126,382)

The Index-linked guaranteed secured bonds and Mezzanine loan are consrdered to be basic ﬁnancral instruments as
both satisfy the criteria set out in FRS102 Section 11.9 in that they are for a fixed amount of debt and both have either
a fixed rate of interest or positive variable rates of interest. The finance debtor is also considered a basic financial

instrument due to it being a long term receivable. As all are classed as basic financial instruments they are held at
amortised cost. :

15 Called up share capital

Group and - . Group and

Company . Company
- 2016 | 2015
- £000 £000
Allotted called up and fully patd : )
- Equity: 500,000 (2015: 500, 000) Ordmary shares of £1 each : ’ - - 500 - 500

The holders of ordinary shares are entitled to receive d1v1dends as declared from time to trme and are. entltled to one
-vote per share at meetings of the Company
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Notes to the finénéial statements (continued) " '

16 Dividends
2016 2015 "

, £000 £000
Final dividend of £9.86 per share (2015: £nil) o o o 4,929 ]
‘17 . Profit.and loss account
E ThlS reserve records retained earmngs and accumulated losses.
18 Relat‘ed parties
‘The details of the related party transactions are detailed as follows: - . ) , :
: . : 2016 2015 2016 2015
: Class of Income/ Income/ Debtor/ Debtor/
" Related party . Relationship - transaction (expenditure) (expenditure) (creditor) (creditor)
: ) ‘ £000 - £000 -£000° £000
Civis PFI/PPP = 50% shareholder in Directors’ ) " (63) : 61) . ‘ -
Infrastructure ~ ~ Consolidated Investment services . ) . : :
Fund LP. Holdings Limited
Aberdeen Sister cdmpany of Aberdeen Directors’

Infrastructure  Infrastructure No. 3 Limited, . services (63) - (61) . -
Finance GP Ltd  50% shareholder in . ) e
Consolidated Investment

Holdings Limited
Aberdeen Sidecar 50% shareholder in Exchequer Directors’ ~ (125) (122) B -
LPInc. = Partnership Holdings Limited services :
100% owned by Civis . 'Management ‘ (199) - - -
PFL/PPP Infrastructure Fund © . services . ’ '
© LLP . : . S
KW Gillespie Director - ‘ -Consultant’s - ®) - -
' : o fees and Co : ‘ :
expenses
19 Ultnmate controlling party : . o - -

In the opinion of the directors, the ultimate controlling party comprises Consohdated Investment Holdmgs Limited
and Aberdeen Sidecar LP Inc. actmg together .
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