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Directors’ report

Introduction

On 8 February 2012, BIS (Postal Services Act 2011) Company Limited (the “‘company”) was
incorporated and reqistered as a private imited company in England and Wales under the
Companies Act 2006 The company i1s the sole shareholder of BIS (Postal Services Act 2011)
B Company Limited (“company B") (together, the “group™)

With effect from 1 Apnl 2012 and by way of the provisions of the Postal Services Act 2011
which received Royal Assent on 13 June 2011, the Government assumed responsibility for
both the Royal Mail Pension Plan ("RMPP”) deficit and the majority of the plan’s assets The
Government removed RMPP’s defined benefit pension deficit by transfernng certain histonc
iabiiities to a new unfunded statutory penston scheme — the Royal Mail Statutory Pension
Scheme (“RMSPS”) In conjunction with this, certain assets were also translerred out of
Royal Mail Pensions Trustees Limited {“RMPP Trustees”) under the Postal Services Act
2011 (Transfer of Assets) Order 2012 (the “Assets Transfer Order) The RMPP was left fully
funded as at the transfer date

The group was incorporated and established to hold certain assets transferred from the
RMPP Trustees to the Government The ultimate controlling party for the group 15 the
Secretary of State for the Department for Business, Innovation and Skills (*BIS")

The business, its objective and strategy

The principal activity of the group 1s to hold and dispose of the assets transferred In
accordance with the ‘Realisation Plan’, as adopted by the shareholders in Part 2 of the
company's Articles of Agsociation

The principal objective of the group Is to dispose of the assets in a measured fashion within
the context of protecting value for the tax payer, while paying due regard to 1ssues of
transparency (where this would not prejudice the commercial interests of the group) and
mimmising market distortion  In general, the group seeks to realise liquid assels into cash
and cash equivalents as quickly as possible to minimise any significant exposure to nisk

Cash and cash equivalents realised by the group through the disposal of assets 1s ultimately
transterred to BIS

The group's residual investment activities are prnincipally managed by Beach Point Capital
Management LP, BlackRock Advisors {UK) Limited, LaSalle Investment Management,
Pathway Capital Management LP, Bridgepoint Adwvisers |l Limited, Hamilton Lane COPTL LP
and Pantheon Ventures (UK) LLP (the “Investment Managers”}, with the globat custody
arrangements delegated to JPMorgan Chase Bank N A, London Branch

Operating and financial review

As shown In the consolidated statement of Income and expenditure, £28 6 bilhon of assets
were transferred from the RMPP Trustees to the group This has been classified as an
exceptional item and further information 1s shown 1n note 7 to these financial statements

The group has actively sought to dispose of its investments 1n hiquid assets, ncluding listed
equities, corparate bonds, equity futures, inflation swaps and interest rate swaps The
disposals were completed in ine with the objectives of the ‘Realisation Plar’, with the aim of
achieving value for money for the taxpayer
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As a result of the Assets Transfer Order, the group held UK government gilts ("gilts") under
the direction of HM Treasury from 1 Aprl 2012 The gilts had matunty dates ranging from
2013 to 2062 In November 2012, the gilts were transferred to the Debt Management Account
(“DMA™)}, within the Debt Management Office ("“DMO™), for £nil consideration and sold to the
National Loans Fund (for cancellation) at market value as required by the National Loans Act
1968 The gilts had a market value of £11 010 billron, ncluding accrued income of £35 58
million, at the date of transfer to the DMA This resulted in a total exceptional loss of £11 010
billicn being recognised in the consolidated statement of income and expenditure in the
penod to 31 March 2013

For the remaining assets on the consolidated statement of financial position that are less
iquid 1n nature, including direct investments in properties, investments in property funds,
private equity investments and high yield fixed income bonds, due consideration was given to
holding the assets for an extended peniod of time, including to matunty, where this was likely
to provide a better value for money outcome for the taxpayer

At 31 March 2013, the group had a net asset position of £3 59 billion as shown In the
consolidated staterment of financial position

For the fourteen month penod ended 31 March 2013, the total cash inflows ansing from
operating activities amounted to £12 8 billion

The net profit (before exceptional items) attnbutable to equity holders of the group for the
fourteen month penod to 31 March 2013 was £136 2 million, as shown in the consolidated
statement of comprehensive income and expenditure

Principal risks and uncertainties

The princypal nsks and uncertainties of the group relate to the exposure to inancial nsks
anising from holding its financial assets The group’s everall nsk management strategy seeks
to minimise on-going exposure to financial nsks by disposing of assets as promptly as I1s
reasonably practicable, whist achieving value for money for the taxpayer

Further disclosure In respect of the group's exposure to financial nsks, including market nsk,
credit nsk and hquidity nisk, 1s included in the notes to these financial statements

Key performance indicators (KPls)

BIS (Postal Services Act 2011) Company Limited 1s a wholly-owned subsidary of the
Secretary of State for the Department for Business, Innovation and Skills As a result, both
the management and reporting of risk and key performance indicators are undertaken at the
Departmentai level For this reason, the group’s directors believe that analysis using key
performance indicators for the group Is not necessary or appropnate for an understanding of
the development, perfarmance or position of the business of the group

Details of directors
Detalls of the board of directors, including information about the board's composition, 1ts

attendance records and coverage of its work, can be found in the Governance Statement on
page 7
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Dividends and payments to the ultimate controlling party

In accordance with Article 14, ‘Remittance of Cash Proceeds to the Consolidated Fund’, and
Article 12, ‘Retenfion of Cash’, of the group's Articles of Association, a total cash remittance
of £14 3 billion was made to BIS dunng the reporting penod This amount has been
recognised In the consolidated statement of changes in equity for the fourteen month perod
ended 31 March 2013

On 27 June 2013, the directors of BIS (Postal Services Act 2011) B Company Limited
declared and paid a final dwvidend of £6 53m to its immediate parent company BIS {Postal
Services Act 2011) Company Limited

Events after the reporting date

Other than the post year end declaration and payment of dvidend no maternal events have
occurred since the end of the financial pericd that may significantly affect the financial
performance or position of the reporting entity

Statement of directors’ responsibilities

The directors are responsible for preparing the Annual Report and the financial statements In
accordance with applicable laws and regulations

Company law requires the directors to prepare financial statements for each financial period
In accordance with the requirements of the Companies Act, the directors have prepared the
consoldated financial statements in accordance with International Financial Reporting
Standards (IFRS) as adopted by the European Union 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 the company and of the profit or loss of the group
for that penod In preparnng 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,

+ state whether applicable IFRS as adopted by the European Union have been
faollowed subject to any matenal departures disclosed and explained in the financial
statements, and

s prepare the financial statements on the going concern basis unless it 1s inappropnate
to presume that the company will centinue 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 posiion of the group and the company and enable them to ensure that the
financial statements comply with the Companies Act 2006 and, as regards the group financial
statements, Article 4 of the International Accounting Standards (IAS) Regulation They are
also responsible for safeguarding the assets of the company and the group and hence for
taking reasonable steps for the prevention and detection of fraud and other irregulanties

Directors’ statement of disclosure of information to auditors.

The directors in office at the date of this annual report and financial statements have each
confirmed that, so far as they are aware, there 1s no relevant information (as defined by
section 418 of the Companies Act 2006) of which the group’s auditors are unaware, and each
of the directors has taken all the steps he/she ought to have taken as a director to make
himself/ herself aware of any refevant audit Information and to establish that the group’s
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auditors are aware of that information This confirmation 1s given and should be interpreted in
accordance with the provisions of Section 418 of the Companies Act 2006

Signed on behalf of the board by
M F 3 W

Mark Russell

Chairman and accounting officer

Date = 1 7"""‘}’ lefy
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Governance statement

Introduction

This is the first governance statement for BIS (Postal Services Act 2011) Company Limited
and its subsidiary {together, the “group™ The principal cbjective of the group s to hold and
dispose of assets in accordance with the ‘Realisation Plan’ adopted by the shareholders in
Part 2 of the Articles of Assoctation The group 1s ulimately owned and controlled by the
Secretary of State for the Department for Business, Innovation and Skills (“BIS") and 1s
operated by the directors

This statement sets out the governance structure, sk management and internal control
procedures that have been operated within the group during the fourteen month penod to 31
March 2013

The Governance Structure

Board responsibilities

The board provides the general oversight of the realisation exercise and ensures that it is
managed in accordance with the ‘Realisation Plan’ The board delegates to management (a
separate ‘project implementation team’ led by the Shareholder Executive, an executive group
within BIS) the day-to-day operation of the business, in accordance with appropriate risk
parameters The board monitors compliance with policy and achievement against objectives,
by holding management accountable for its activities through regular updates In addition,
management I1s required to update the board on a regular basis, giving the board the
opportunity to understand and explore issues in depth as appropnate

During the financial period ended 31 March 2013, the board considered a wide range of
Issues, including
¢ the progress of the asset realisation exercise,
the financial position of the group,
the leng-term plan for the group,
approving intenm and full-pencd results,
discussing and approving group strategy,
considering opportunities for the disposal of assets, and
discussing nsk management and controls within the group

Board structure

Directors

Mark Russell, Charman (Date of appointment 8 February 2012)

Polty Payne (Date of appointment 8 February 2012, Date of restgnation 4 Apnl 2012)
Ruth Hannant ({Date of appointment 8 February 2012, Date of resignation 22 March 2012)
Ruth Ellict {Date of appointment A8 February 2012)

Conrad Smewing (Date of appointment 25 May 2012)

All directors are subject to retirement, and election or re-election, in accordance with the
company’s Articles of Association
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Board attendance

The board held seven scheduled meetings in the fourteen month penod ended 31 March
2013, monthly meetings durnng the first three months of the financial period, and ad hoc
meetings throughout the remainder of the period Directors are expected to attend scheduled
board meetings, unless they are prevented from doing so by prior commitments Where
directors are unable to attend meetings, they receive the papers scheduled for discussion in
the relevant meetings, giving them the apportunity to raise any issues and give any comments
to the chairman i advance of the meeting Following the meeting the chairman bnefs any
member not present on the discussions and any decisions taken at the meeting Directors
leave the meeting where matters relating to them, or which may constitute a conflict of
Interest for them, are being discussed

The attendance of directors at board meetings held dunng the fourteen month perod ended
31 March 2013 was as follows

directors Number of possible  Actual meetings
meetings attended attended

Mark Russell, Chairman 7 7

Polly Payne - 2 2

Ruth Hannant i . 1 — 0 )

Ruth Elliot 7 7

Conrad Smewing 5 5

Responsibility of the principal accounting officer of BIS

The pnncipal accounting officer of BIS 1s respansible for approving the ‘Realisation Plan’ of
the group and provides the oversight, in addihion to the board, to ensure that the realisabion of
the assets represents value for money to the taxpayer as a whole Where the realisation
exercise deviates from the ‘Realisation Plan’', or where 1t is considered necessary to amend
the onginal plan, the management wiil report to the board and the principal acccunting officer
as necessary The directors and specifically the accounting officer of the group, who was
designated by the principal accounting officer of BIS, have certain responsibilities The
primary responsibiliies are to adhere to chapter three of Managing Public Money, being
responsible for safeguarding the public funds, for ensuring propnety and regularnty in the
handhng of publc funds, and for day to day operations and management of the group The
directers and the the accounting officer of the group also ensure that the group are run on the
basis of the standards, in terms of governance , decision making and financial management
that are detalled in Chapter 3 1 of Managing Public Money

Information received by the board and principal accounting officer

Whnitten updates on the progress of the asset realisation exercise were provided by the
management to the board on a weekly basis for the first six weeks of the reporting period, on
a fortmightly basis to the end of October 2012 and cn an ad hoc basis thereafter The board
considers that the wntten updates provided by the management team during the financial
penod were relevant, sufficient and timely to satisfy its purpose In addition, written updates
were provided to the pnncipal accounting officer of BIS at the end of April, May and August
with ad hoc updates provided as approprate thereafter
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Review of board's effectiveness

The composition of the board currently compnses a chairman and two directors The
charrman represents the Shareholder Executive within BIS, with cne director each
representing BIS Finance and HM Treasury 1t 1s considered that the size and expenence of
the board 1s appropnate given that nature of the group’s operations

During the financial period ended 31 March 2013, no formal evaluation of the board’s
effectiveness has been carried out However, the board met seven times in the perod and
believes that its structure and monnonng framework are functioning effectively to enable the
objectives of the group to be met

Complance with Corporate Governance Code

The UK Corporate Governance Code (the ‘code’) sets out the main principles and specific
provisions on how companies should be directed and controlled to follow good governance
practice The rules of the Financial Conduct Authority (the ‘FCA’} require comparies hsted in
the UK to disclose, in relation to the Code, how they have applied those principles and
whether they have complied with the provisions throughout the financial pened Where the
provisions have not been complied with, companies must provide an explanation for this

The directors also follow and comply with the principles detailed in the “Corporate governance
in central government departments” in so far as they are applicable to a company limited by
shares incorperated under the Companies Act 2006

BIS (Postal Services Act 2011) Company Limited 1s a private limited company that is
ultimately owned by the Secretary of State for the Department for Business, Innovation and
Skills As a result, comphance with this code 1s not required

Risk management and internal control

The board attaches considerable importance to, and acknowledges its responsibility for, the
group’s systems of internal control and risk management The board's policy 1s to have
systems in place which optimise the group’s ability to manage risk in an effective and
appropriate manner The board has delegated, to officials of the department, the principal
responsibilities for identifying, evaluating and manitoning nsks facing the group and for
deciding how these are to be managed

There are ongoing controls and review procedures in place to monitor the performance of the
Investment transition managers and also the investments managers that continue to manage
investments on behalf of the group

Given the specific nature of the group, its principal nsks and uncertainties reside with the
exposure to financial nsks ansing from its holdings of financial assets A formal nsk register
for the purpose of risk assessment is not considered necessary As part of the ‘Realisation
Plan’, an internal control and monitoring mechanism has been put In place to define
appropnate financial and non-financial tniggers, against iguid asset classes, for which an
operational decision must be escalated to the board and the principal accounting officer of
BIS for their full consideration and approval

Signed on behalf of the board by

M. . Rt

Mark Russell

Chairman and accounting officer

Date |1 7J«j 10!}
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Independent auditor’s report to the
shareholders of BIS (Postal Services Act
2011) Company Limited

| have audited the financial statements of BIS (Postal Services Act 2011) Company Limited
for the pericd ended 31 March 2013 which compnse the Consolidated Statement of
Comprehensive Income and Expenditure, the Consolidated Stalement of Financial Position,
the Consolidated Statement of Cash Flows, the Consolidated Statement of Changes in Equity
and the related notes The financial reporting framework that has been applted in their
preparation Is applicable law and international Financial Reporting Standards as adopted by
the European Union and as regards the parent company financial statements, as applied in
accordance with the provisions of the Companies Act 2006

Respective responsibilities of the directors and the auditor

As explained more fully in the Statement of Directors’ Responsibilities, the directors are
responsible for the preparation of the financial statements and for being satisfied that they
give a true and farr view My responsibility 1s 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 me and my staff to comply with the Auditing Practices
Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit iInvolves obtaining evidence about the amounts and disclosures in the financial
statements sufficient to give reasonable assurance that the financial statements are free from
matenat misstaternent, whether caused by fraud or error This includes an assessment of
whether the accounting policies are appropnate to the group and the parent company’s
circumstances and have been consistently applied and adequately disclosed, the
reasonableness of significant accounting estimates made by the directors, and the overall
presentation of the financial statements In addition | read all the financial and non-financal
information in the Annual Report to identify materal inconsistencies with the audited financial
statements If | become aware of any apparent maternal misstatements or inconsistencies |
consider the implications for my report

In addition, | am required to obtain evidence sufficient to give reasonable assurance that the
expenditure and income recorded In the financial statements have been applied to the
purposes intended by Parliament and the financial transactions recorded in the financial
statements conform to the authonties which govern them

Opinion on financial statements
In my opinion

. the financial statements give a true and fair view of the state of the group’s and the
parent company's affairs as at 31 March 2013 and of the group's profit for the penod
then ended,

. the financial statements have been properly prepared in accordance with International
Financial Reporting Standards as adopted by European Union, and

10
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. the financial statements have been prepared in accordance with the Companies Act
2006

Opinion on regularity

In my opinion, In all matenal respects the expenditure and income recorded in the financial
statements have been applied to the purposes intended by Parhament and the financial
transactions recorded in the financial statements conform to the authornties which govern
them

Opinion on other matter prescribed by the Companies Act 2006

In my opinion the information given in the Directors’ Report and Governance Statement for
the financial penod for which the financial statements are prepared 1s consisient with the
financial statements

Matters on which I report by exception

| have nothing to report In respect of the tollowing matters where the Companies Act 2006
requires me to report to you if, In my opinion

. adequate accounting records have not been kept, or

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

. certain disctosures of directors’ remuneration specified by law are not made, or

. | have not received all of the information and explanations | require for my audit

P e A 12 Twin 2513
Bryan Ingleby {Senior Statutory Auditor)

For and on behalf of the Comptroller and Auditor General (Statutory Auditor)
National Audit Otfice

157-187 Buckingham Palace Road

London

SW1w 9SP

11
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Final Report and Financial statements

Consolidated statement of comprehensive income and
expenditure for the fourteen month period ended 31 March

2013

Group
Note For the fourteen month
period ended 31 March 2013
£000
Revenue }
Net gains ansing from the sale of financial assets 2 160,724
Finance income 3 197,500
Other moome- 4 60 263
Gain on revaluation of investment properties 8 7,210
Expenses )
Operating expens:s - 5 ) (52,508)
Net changes in farr value on financial assets held at far value through profit or loss 14 - ) —(205.963)
Loss ansing from the disposal of investment properties 8 _ (1724}
Share of profits/losses from joint ventures bl -
Foreign exchange (losses) 6 (29,266)
Net profit before exceptional items 136,236
”Except‘l;nal -ltern-s “ - o
- —Exceptlonal gain ansing from the transfer of assets 7 o 28 626,547
- Exceptional loss ansing from the canceltation of gilts 7 (10,974,865)
Exceptional loss ansing from the canceltation of accrued income 7 {35,580)
Profit before tax and atter exceptional items 17,752,338
Income tax e:pel:tsa 18 -
Net profit for the penod 17,752,338
Other comprehensive income
Ava;Iabla—lor-sa;o reserve
- Net changes n fair value of available-for-sale inancial assets 10 173 143
- Reclassification adjusiments tor gains of available-for-sale financial assets included in 10 {16 556}
statement of comprehensive income and expenditure
Available-for-sale reserve at 31 March 2013 10 156,587
Total comprehensive income for the penod 17,908,925

The notes on pages 18 to 39 form part of these financtal statements

12
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Final Report and Financial statements

Consolidated statement of financial position as at 31

March 2013
Group Company
Note At 31 March 2013 At 31 March 2013
Assets £'000 £000
Non-current assets N ) o o
_Investment_pro;')em;as- S 7 8 “ 322,796 o 3;2.796
Invastment in smedlary undertakmg_s - g o - -
mAval;amee-fc;r_-sale financial asse;s - “ 10 2,339,786 2,339,786
Investment |nv|(;|n:v;nmtures-; S - 11 ' — - -
Total non-current assets - ﬁ . ‘2.,662,5“62 - 2,6'62,582
Current as-set; _ T -
Trade and ot;er-rece:lvables - 12 _ o 6?.:4»3? o 67,437
Dernvative flnanélal ;‘lstrume.:nts — — 13 ) - 3,939 3,939
I;:na:l;:lal as—s;c;"._a_t—falr value through profit or loss 14 525,693 525,693
Cash and cash aquivalents - ) ‘15 o o 34“0,75(_3 340,756
Total current*ass;ts i — ) o 937,825 ) 937,825
Total assets o N ) - S 3,.600_,40'; o 3,600,407
Current |Ia;)l|lt:es T h o T
'I'—r;ld-e-an;—o-ﬂ_'n;l;amyaml;les o ) 4_16 - (‘{4,482) o (_21.017)
Total currer;t liabiities “ - (14,482-) (21,017}
Net assets S - _ o 3,585,_925 3,579,3;0
-Ca;ltal and reserves - o o o
Ordlniary ;har“e cag;ltal_ ) o 19 S - -
;:;alla'ble-nfor-_s-ale res;rves 10 7 7 156,587 7 156,587
Retained earmings S o o 3,420,338 - 3,422,803
Total equity 3,585,925 3,579,390
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The notes on pages 18 to 39 form part of these financial statements

The financial statements were approved by the board of directors and authonsed for issue
and signed on its behalf by

M. F. K v Y

Mark Russell

Chairman and accounting officer

Date 1 7‘\1‘1 LO’}

Company number 07941521

14




18

SIUBLIAIEIS [BIZUEBUL Bsay) Jo Ued wio) gg 01 81 sabed uo sajou ay|

pouad Bupodal sy) Bulnp g|g 0] epewW SEM UOI|IG £ ¢ 13 JO 2oUBRIWS) YSED |EJ0} B ‘UOIBID0SSY
1O S80Iy S AUBdLIOD By} JO YSBY jJO UORUSIAY, ‘2| BIOIUY PUR ‘pun- PaIBPIOSUOS) 8Y)] O] SP3ad0id YSBY JO oUBRILSY, 't | 991Uy Y)IM DUBPIODOE U]

06£'625'E cog‘zzy'e 185061 - SZ6'GHS°E gee'seZh'e 85'961 - €L0Z yoley LE 1 aduejeg
(ooo‘seze'vl}  {ooC'ERE‘RL) - - (ooo‘sze'vr)  (ooo'eze'vl) - - SI9 0} BpeW Jusluiey
. N o , , ) h o N ‘ anjipuadxe
pue 8WIOdUI PBIEPIIOSUDD JO UBWBIE)S
(esa'ol) - {e89'9l) - (9ss'91) - (9s5'91) - 0} pIsE2|a) SBAIER) B[ES-10)-9|(e|eAY
- - - ‘ ‘ ) i pousd sy} 1oy
oLp'elL - 0/v'eLL - ErL'eLL - EPL'ELL - BLICOU sAIsUBYBIdWOD JBUI0 U SUoenjessy
£08'spl’LL €08'SKs 2L - - BEE'ZSL LL 8EL'eSL 11 - - pouad auy 1oy Joud 18N
- - L . - - L .7 I vm‘:mm_,_ﬂamu .Emc.m
000.3 000.3 000.3 000.3 000.3 000.3 000.3 000.3
unoade wngae
£50| JAIDSDI D|ES [epdes sieys S50| aAlaS0l OlES (endes aseys
ejol pue njoid -10)-2|qejeay  Aleuipi |eyo) pue yjoud -10)-a|qejieay  Aieuipio

Auedwod ayy Jo siap|oy Aunba o} ajqeinquny

dnoub ay) jo siapjoy Apnba o) ajqeinquy

€102 Udie LE popua pouad yuow

£L-21L0E Sluawsle]s peioueu{ pue yodey jeuly

uaalNoy} ay) oy Alinba ul sebueyo Jo Juswalels palepljosuon

panwi Auedwo) (| L0 10V S921MaS [E1SOd) Sid




BIS (Postal Services Act 2011) Company Limited
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Consolidated statement of cash flows for the fourteen month period

ended 31 March 2013

Note Group Company
Period to 31 Penod to 31
March 2013 March 2013
£'000 £'000
Cash flows from operating activities k
Net profit - ) 17,752,338 17,745,803
Exceptonal |ter;1“ Loss a_nsm_g from the cancellation of gilts o 7— 10,974,865 10,974,865
Exceptional item Gatn ansing from the assets transfer 7 (28,626,547} {28,619,385)
Exceplional tem Loss ansing from the cancellation of accrued income 7 35,580 35,580
Finance income wniten off 7 {35,580) (35,580)
Debtors transferred in receved dunng the penod 12 133,512 133,512
Creditors transferred in paid dunng the penod 16 {12,997) (12,325)
Share of proﬁlsllc—)sses of investmants In joint ventures 1" - -
Prowvision for bad debts 12 338 338
Gain on revaluation of;nvestment properties 8 {7,210) {7.210)
Loss ansing from the disposal of investment properties 8 1,724 1,724
'Net changes in ;alr value on financial assets al fair value through profit 14 205,963 205,963
or loss
Net gain ansing from the sale of financial assets _ 2 {160,724) (161,331)
Foreign exchangm;e losses 6 29,266 29,266
{increasa) in trade and other receivables before bad debt prowsion and 12 {67,695} {67,695}
unrealised gains
Increase in trade and other payables —1 6 14,482 21,017
Proceeds from the sale of financial assets 12,580,559 12,573,332
Proceeds from the sale of investmant pioperties 361,235 361,235
Purchases of financial assets 10,14 (347,230) {347,230)
Purchases of investment properties 8 (4,768) (4,768}
Net cash flow from purchase and sale of foreign currency forward 13 {33,722) (33,722)
contracts
Net cash flows from operating activities 12,793,389 12,793,389
Cash flows from financing activities _
Payment made to BIS (14,323,000) (14,323,000)
Net cash used Iin financing activities (14,323,000) (14,323,000)

16
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Net decrease tn cash and cash equivalents (1,529,611} (1,529,611)
Cash ;md cash ;quwalems at1 Apnl 2012 - -
Cash and cash equivalents transferred in dunng the penod 1,869,928 1,869,929
Foraign exchange gains on cash and cash equivalents dunng the penod _ 6_ N 438 438
Cash and cash equivalents at 31 March 2013 15 340,756 340,756

The notes on pages 18 to 39 form part of these financial statements

17
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Notes to the financial statements

Entity information

On 8 February 2012, BIS (Postal Services Act 2011) Company Limited (the “company”) was incorporated as a
private imited company in England and Wales under the Companies Act 2008 (company Number 07941521)
The company I1s the sole shareholder of BIS (Postal Services Act 2011) B Company Limited (“company B")
(company Number 07970529) (together, the “group”) The registered office of these companies i1s Masters
House, 107 Hammersmith Road, London, W14 0QH

With effect from 1 Apni 2012, a proviston was made under the Postal Services Act 2011 (Transfer of Assets)
Order 2012 (the “Assets Transfer Order”) to transfer certain assets previously held by the Royal Mail
Pensions Trustees Limited ({the “RMPP Trustees”) into the group

The prnincipal activity of the group 1s to hold and dispose of assets in accordance with the Realisation Plan
adopted by the shareholders in Part 2 of the company’s Articles of Association The group’s residual investment
activities are principally managed by Beach Point Capital Management LP, BlackRock Advisors (UK) Limited,
LaSalle Investment Management, Pathway Capital Management LP, Bridgepoint Advisers If Limited, Hamilton
Lane COPTL LP and Pantheon Ventures (UK} LLP {(the “Investment Managers”), with the global custody
arrangements delegated to JPMorgan Chase Bank N A, London Branch

The group is ulimately owned and controlled by the Secretary of State for the Department for Business,
Innovation and Skills (“BIS")

Statement of accounting policies

Basis of preparation

The consolidated financial statements of BIS {Postal Services Act 2011) Company Limited have been prepared
in accordance with Internationat Financial Reporting Standards as adopted by the European Union {IFRS as
adopted by the EU), IFRIC Interpretations and those parts of the Companies Act 2006 applicable to companies
reporting under IFRS The financial statements are prepared in accordance with the disclosure and accounting
requirements contained in the Financial Reporting Manual (FReM) where these do not conflict with the
Companies Act and the requirements of IFRS The preparation of financial statements in conformity with IFRS
requires the use of certaun criical accounting estimates It also requires management to exercise its judgement
In the process of applying the group’s accounting policies

The financial statements are prepared in accordance with IFRS and Interpretations in force at the reporting
date The group has not adopted any Standards or Interpretations in advance of the required implementation
dates It is not expected that adoption of Standards or Interpretations which have been 1ssued by the
International Accounting Standards board but have not been adopted will have a matenial impact on the
financial statements

These financial statements have been prepared for the fourteen month penod ended 31 March 2013
Accounting convention

The consolidated financial statements have been prepared under the histoncal cost convention, as modified by
the revaluation of financial assets and financial habilities (including denvative financial instruments) and the
measurement of iInvestment properties at farr value

These financial statements have been prepared on a going concern basis The direclors have considered the
going concern status of the group and feel that the preparation of the financial statements on a going concern

basis 1s not unreasonable The directors’ are of the opinton that the group will continue as a going concern for
at least 12 months from the signing of the financial statements for the penod ended 31 March 2013
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Presentational currency

The financial statements are presented in pounds sterling and all values are rounded to the nearest thousand
pound The functional currency of the group Is pounds sterling

Basis of consolidation

Subsidiaries are all entities over which the company has the power to govern the financial and operating
policies generally accompanying a shareholding of more than one half of the voting nghts. Subsidiaries are fully
consolidated from the date on which control is transferred to the company They are de-consolidated from the
date that control ceases Inter-group transactions, balances and unrealised gains and losses ansing on
transactions between the comparies are ehminated

The company has taken advantage of the exemption contained within 408 of the Companies Act 2006 not to
present its own statement of comprehensive income

The total net profit after exceptional items, for the fourteen month period to 31 March 2013, in the financial
statements of the company was £17 75 billion

1. Accounting policies

1.1  Revenue recogniion

Revenue comprises the realised gains on the disposal of iInvestments generated in the crdinary course of the
group’s activities Revenue 1s shown net of value-added tax

The group recognises revenue when the amount of revenue can be reliably measured, and it 1s probable that
future economic benefits will flow to the entity

1.2 Rental ncome

Rental Income from investment properties 1s recognised as revenue on a straight-hne basis over the term of the
lease Lease incentives granted are recognised as an integral part of the total rental income, over the term of
the lease

1.3 Exceptional tems

Exceptional tems are those items that in the directors’ view are required to be separately disclosed by virtue of
therr size or Incidence to enable a full understanding of the group’s financial performance

1.4 Investment Properties

In accordance with IAS 40 Investment Properties, any investment property recognised 1s held only for the
purpose of earning rental income or for capital appreciation The fair value model has been adopted for the
valuation of these properhies The fair value, which 18 open market value, 1s updated annually by external

qualified independent valuers Changes in fair values are recognised in the consolidated statement of
comprehensive ncome and expenditure

1.5 Investment in subsidiary undertakings

Investment In subsidiary undertakings as stated in the company's balance sheet and in note 9 are held at cost
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1.6 Investment in joint ventures

The group accounts for its interests in joint ventures under the equity method of accounting Under the equity
method of accounting, upon initial recognition Investments in joint ventures are recognised at cost and
subsequently, post acquisition, the operating results, assets and habilities of joint ventures are reflected in the
consolidated financial statements in accordance with IAS 31

1.7 Financial instruments

The group recognises and measures financial instruments in accordance with IAS 39 Financial Instruments
Recognition and Measurement as interpreted by the FReM

A financial Instrument 1s any contract that gives rnise to a financial asset of one entity and a financial hability or
equity instrument of another entity Financial assets and financial habilities are recognised in the statement of
financial positicn when the group becomes a party to the contractual provisions of an instrument

The farr value of financial iInstruments 1s determined by reference to quoted market pnces where an active
market exists for the trade of these instruments The fair value of financial instruments which are not traded 1n
an active market 1s determined using generally accepted valuation techniques

Financial assets are derecognised when the nghts to receive future cash flows have expired or are transferred
and the group has transferred substantially all the nsks and rewards of ownership Financial habilittes are
derecognised when the obligation 1s discharged, cancelled or expires

Financial assets

The group’s financial assets have been classified into the followsng categornes, which are determined at initial
recognition

* Loans and receivables
e Held at far value through profit or loss
* Availlable-for-sale assets

Farr value 1s the price that would be received to sell an asset In an orderly transaction between market
participants at the measurement date The fair value of financial assets traded in active markets (such as
publicly traded debt and equity secunties) are based on quoted market bid prices at the close of trading on the
nearest trading day

Loans and receivables

Loans and receivables principally compnse accrued income and short-terrn receivables Given the short-term
nature of these assets, they are carned at transaction cost

Cash and cash equivalents

Cash and cash equivalents comprise current balances with banks and other financial institutions, which are
readily convertible to known amounts of cash and which are subject to insignificant nsk of changes in value
The carrying amount of these assets approximates their fair value

Held at fair value through profit or loss

The group classifies its iInvestments in equity secunties, gilts, holdings in a qualfying investment fund (“QIF")
and denvatives, as financial assets at fair value through profit or loss

Investments held at fair value through profit or loss are initially recognised at fair value Any consequent
movement In the valuation of the iInvestment 1s recognised 1n the consolidated statement of comprehensive
income and expenditure This category has two sub-categones financial assets held for trading, and those
designated at fair value through profit or loss at inception
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(1) Financial assets held for trading

A financial asset Is classified as held for trading if it 1s acquired or incurred principally for the purpose of selling
or repurchasing 1n the near term or if on initial recogmition 1s part of a portfolic of identifiable financial
investments that are managed together and for which there 1s evidence of a recent actual pattern of short-term
profit taking

(n) Financial assets designated at fair value through profit or loss at inception

Financial assets designated at fair value through profit or loss at inception are financial instruments that are not
classified as held for trading but are managed, and their performance 1s evaluated on a fair value basis in
accordance with the group's investment policy

The group classifies gilts as financial assets held at fair value through profit or loss and measures the fair value
based on the dally closing market bid prices until the point of disposal Where gilts are cancelled and the
company recelves no consideration, the transaction is treated as an exceptional loss on disposail in the
consolidated statement of comprehensive income and expenditure

The purchases and sales of Investments are recognised on the trade date, which 1s the date on which the
group commits to purchase or sell the investment Financial assets at far value through profit or loss are
intially recognised at fair value Transaction costs are expensed as incurred in the consolidated statement of
comprehensive income and expenditure

Subsequent to inihal recognition, all financial assets held at fair value through profit or loss are measured at fair |
value Gains and losses ansing from changes in the fair value of these assets are presented in the consolidated |
statement of comprehensive income and expenditure’ in the period 1n which they arise

Available-for-sale assets

Available-for-sale (AFS) investments are non-derivative financial assets intended to be held for an indefinite
penod of time and that may be sold in response to liquidity requirements or changes in market pnces AFS
Investments are imhially recognised at fair value After inihial recognition, these financial assets are carried at farr
value Gains and losses ansing from changes 1n the fair value are recognised in other comprehensive income
When secunties classified as AFS are sold or impaired, the accumulated fair value adjustments recognised in
other comprehensive income are included in the consoldated statement of comprehensive iIncome and
expenditure AFS assets, held by the group, principally compnse of a number of equity investment vehicles,
investments in property funds and debt secunties

The unlisted secunties within the private equity investment vehicles are not traded in an active market The farr
value 15 determined using the latest available valuation provided by the investment managers or at cost less
any provisions for impairment when the group 1s unable to obtain a rehable estimate of fair value from the
investment managers Where a valuation 1s not available at the reporting date, the most recent valuation from
the private equity manager 1s used, adjusted for cash flows between the most recent valuation and the balance
sheet date

The fair value of the prnivate equity iInvestments are estimated based on a variety of valuation techniques,
adopted by the investment managers, that complies with the International Pnvate Equity and Venture Capital
(PEVC) Valuation Guidelines or the valuation guidelines produced by the Bntish Venture Capital Association
(BVCA) Valuation techniques used by the private equity investment managers include the use of earning
multiple, discounted cash flow analysts, net asset value and other valuation techniques commonly adopted by
market participants

Impairments and derecognition of financial assets
The group assesses at the end of each reporting period whether there 1s objective evidence that avallable-for-

sale assels are impaired Ewvidence of mpairment anses where there ts observable data indicating that there is
a measurable decrease in the estimated future cash flows from holding financial assets
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Gains and losses on AFS assets are recognised as a separate compenent of equity until the investment i1s
deemed to be impaired at which time the cumulative gain or loss previously reported in equity I1s included in the
conschdated statement of comprehensive income and expenditure

Financial assets are derecognised when the nghts to recetve cash flows from the investments have expired or
the group has transferred substantially all nsks and rewards of ownership

When an asset 1s deemed to be impaired or derecognised, the associated gains and losses are recognised in
the statement of comprehensive income and expenditure

Derivative assets and liabilities

The group does not designate any denvatives as hedge instruments in a hedging relationship for the
application of cash flow hedge accounting under IAS 39 As a result, all derivatives have heen classified as
financial assets or labilities, held for trading, at fair value through profit or loss in accordance with 1AS 39

Dervative assets and financial liabilities are initially measured at fair value Subsequent to initial recognition, all
dernvative assets and liabihities are measured at farr value Gains and losses ansing fram changes in the fair
value of these assets and habilities are presented in the consolidated statement of comprehensive income and
expenditure in the penod in which they anse

Financial liabilities

The group’s financial habilities have been classified as other financial habilities at intial recogrition These
comprise trade and other payables Since these balances are expected to be settled within twelve months of
the reporting date, there 15 no matenal difference between fair value, amortised cost and histonical cost All
other financial labilihes are measured at amortised cost, after inthal recognition

1.8 Foreign exchange

Transactions that are denominated 1n a foreign currency are translated into sterling at the rate of exchange
ruling on the date of each transaction, except where rates do not fluctuate significantly, in which case an
average rate for a period 1s used Monetary assets and liabilites denominated in foreign currencies at the date
of the statement of financial position are retranslated at the rates of exchange ruling at that date These
translation differences are recognised n the consolidated statement of comprehensive income and
expenditure

1.9 Corporation tax
BIS (Postal Services Act 2011) Company Limited, with a registered number of 07941521, 1s exempt from UK

corporation tax for any accounting penod that begins and ends before 1 Apnl 2015, as set out in The Postal
Services Act 2011 (Taxation) Regulations 2012

1.10 Significant accounting estimates and judgements

Other than the accounting estimates and judgements as disclesed in the accounting policies there are no other
significant accounting estimates or judgements applied by management
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1.11 Dividends

Dividends are accounted for in the group’s financial statements in the penod in which they are approved by the
group'’s shareholders

1.12 Changes in accounting policy
Changes to IFRS

The group provides disclosure that it has not yet applied a new accounting standard and known or reasonably
estimable information relevant to assessing the possible impact that initial application of the new standard will
have on the financial statements

The following new standards will be adopted by the group In full, when they are adopted by the FReM, unless
the requirements are interpreted or adapted by the FReM

* |AS 12 Income Taxes has been amended to provide guidance on the measurement of deferred tax
habilities ansing on the revaluation of investment properties The amended standard 1s effective from
31 December 2012, and was endorsed by the EU for annual periods beginning on 1 January 2013
Apphcation of the revised standard 1s not expected to have a matena! eflect on the group financial
statements

« |AS 27 Separate Financial Statements requires that when a body prepares separate financial
statements, investments In subsidianes, associates, and jointly controlled bodies are accounted for
ether at cost, or in accordance with IFRS 9 Financial Instruments The Standard also deals with the
recognition of dmidends, cerain group reorgamisatons and includes a number of disclosure
requirements Adoption 1s still uncertain as the amendment has not been endorsed by the EU but is
expected to be effective for periods beginning on or after 1 January 2014 The application of this
amendment 1s not expected to have a matenal impact on the group financial statements

« [IFRS 7 Financial Instruments Disclosures, has been amended with respect to netting arrangements,
1s due to come nto effect In 2013-14 These changes are not expected to have a matenal iImpact on
the group financial statements

o IFRS 9 Financial Instruments, will replace IAS 39 Financial Instruments Recognition and
Measurement In its entirety when complete IFRS 9 1s expected to improve and simplify the reporting of
financial instruments The new standard will be effective for accounting penods beginning on or after 1
January 2015 subject to EU endorsement The standard 1s part of a wider project to replace IAS 39 and
it 1s not clear what the impact of the introduction of this standard will have on the group

= |FRS 10 Consohdated Financial Statements and IFRS 11 Joint Arrangements cover the defintion of
and the accounting treatment required for subsidianes and jointly controlled arrangements Both
standards are currently subject to EU endorsement and are expected to be effective for penods
beginning on or after 1 January 2014 The application of these standards 1s not expected to have a
matenal impact on the group financial statements

« IFRS 13 Fair Value Measurement sets out an IFRS framework for measunng far value This standard
was endorsed by the EU for annual periods beginning on or after 1 January 2013 The standard will
increase the disclosures required for non-financial terns held at fair value, such as property, plant and
equipment As the group’s most matenal category of assets held at fair value 15 in relation to financial
instruments and the guidance on fair value measurement for such assets 1s already clearly defined, the
apphcation of IFRS 13 1s not expected to have a matenal impact on the group financial statements
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Note 2 Net realised gains arising from the sale of financial assets

The table below sets out the gains ansing from the sale of financial assets by category under |IAS 39

Group

For the fourteen month penod to 31 March 2013

£'000
Realised gains anising from
the sale of financial assets at fair value through profit or loss 124,347
- the sale of available-for-sale financial assets 36,377
Total 160,724
Note 3 Finance income
Group

For the fourteen month period to 31 March 2013

£'000

Finance income _ - o o A 7
Dividend income 8,98é
interest income ansing fror;1 flnarn'lcs'al assets o _ 188,518
Fimance income 7 197,500

Interest iIncome relates to receipts arising from the group’s investment holdings 1n bank deposits, gilts and
corporate bonds

Note 4 Other iIncome

Group

For the fourteen month penod to 31 March 2013

£°000

O“t;ler ;ncome - .
Rental m;orn; fror-n |;1.ves;ne;t pr—c—rpemes - ) ) S 38,2(_)2
- Investment income denved from available-for-sale pro;geriy funds S ] — S — 22,081
Oth—er Income ' ) " 60,263
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Group

For the fourteen month penod to 31 March 2013

Investment management fees and custodian fees

Investment property maintenance costs

Provision for bad debts

Miscellaneous expenses — See Note 5b

Total other costs

£'000

5,628
338

3,23¢

52,5608

43,303

Note 5b Auditors remuneration

The figure of £3 24 million within Note 5a includes auditor's remuneration as detailed below Dunng the
fourteen month period to 31 March 2013 the group obtained the following services from the group’s auditor and

its subsidiary undertakings

Group Company

For the fourteen For the fourteen

month penod to 31 month period to 31

March 2013 March 2013

£'000 £°000

Audit fees payable by the company and group to the company's auditor in respect 48 48
of the audit of the consolidated and company financial statements

Audit fees payable by the subsidiary company to the auditor in respect of the audit 12 -

of the subsidiary company's financial statements

Note 5¢ Employees and directors

The directors do not receive remuneration for their services to the group The group has ne employees and
does not incur any expenses in respect of the services of its directors
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Note 6 Foreign exchange (gains) / losses

The exchange differences charged to the statement of comprehensive income and expenditure are included as
follows

Group
For the fourteen month penod to 31
March 2013
£000

Other net loss
«  Reahsed foreign exchange losses 34,283
*  Unreahsed foreign exchange gains (5,017}
Total 29,266

Included in the unrealised foreign exchange gains of £5 02m s £0 44m of unrealised foreign exchange gains in
respect of cash and cash equivalents

Note 7 Exceptional items

Exceptional tems are those items that in the directors' view are required to be disclosed separately by virtue of
their size or incidence to enable a full understanding of the group’s financial performance Exceptional items
compnsed the following

Group

For the fourteen month penod to 31 March 2013

£'000

Exceptional items
: Exceptional gain ansing from the assets transfer (28,626,547)
Exceptional loss ansing from the cancellabon of gilts 10,974,865
- Exceptional loss ansing from the cancellation of accrued income 35,580
Exceptional items - (17,616,102)

An exceptional gain of £28 63 billion arose following the transfer of assets from the RMPP Trustees into the
group under the Assets Transfer Order

As a result of the Assets Transfer Order, the group held UK government gilts ("gilts") under the direction of HM
Treasury from 1 Apnl 2012 The gilts had maturty dates ranging from 2013 to 2062 In November 2012, the
gilts were transferred to the Debt Management Account (“DMA”), within the Debt Management Office {"DMO"),
for €nil consideration and sold to the National Loans Fund {for cancellation) at market value as required by the
Nationat Loans Act 1968 The gilts had a market value of £11 010 bithon, including accrued income of £35 58
milkon, at the date of transfer to the DMA This resulted in a total exceptional loss of £11 010 billion being
recognised in the consolidated statement of income and expenditure in the penod to 31 March 2013

Prior to the transfer to the DMA, there was a fair value impairment of £172 38 million
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As part of the cancellation of the gilts, iIncome that had accrued up to the date of the transfer was also
cancelled This resulted in a bad debt write-off of £35 58 millien

Note 8 — Investment properties

Group Company
£'000 £'000

At t;le beglr;nln_; ofmt-he;_p"er}Od S - - _
Transfers in ) - ) - o B73,777 ‘ ” 67'3.777
Addltlc;ns “ 7 B - ﬁ 4,768 ) 7 4,768
Disposals B - A - _ (3;2.959) - {362,959)
Net gain ansing from fair value adjustments 7.210 7,210
At 31 March 2013 322,796 322,796

The group’s investment properties are formally valued on an annual basis by independent professionally
qualified valuers who hold a recogrused relevant professional qualification and have recent expenence in the
locations and categories of the investment properties

Since 1 Apnil 2012, the net unrealised gain ansing from far value adjustments recognised in the consolidated
statement of comprehensive income and expenditure was £7 21 million

During the reporting period, total Income of £38 20 million was generated from the investment properties and
total expenses of £8 74 million in respect of the investment properties was recognised in the consolidated
statement of comprehensive income and expenditure

During the period, investment properties with a net book value of £362 96 million were disposed of, generating

a loss on disposal of £1 72million

One of these properties, which was valued at £46 milion as at 31 March 2013 did not generate any rental

income In the reporting penod

Note 9 Investment in subsidiary undertaking

Details of the company's subsicdhary at 31 March 2013 1s as follows

Place of
incorporation

Name of subsidiary

Proportion of ownership
interest

Principal activity

BIS (Postal Services Act12011) B
Company Limited

United Kingdom

100%  Manage and hold general partner interests in
hmited partnerships
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Note 10 — Available-for-sale financial assets

The group has determined that the investments 1n high yield debt securities, private equity investments and
property funds are to be classified as ‘available for sale financial assets’ and measured at far value In
accordance with IAS 39

Group Company

Al 31 March 2013 At 31 March 2013

£'000 £'000

Avallablefor-sale financiat assets
CBorporate b;)nds (a;t fair value) “ o N o 1,02‘5-3—,06? *—_1’02;,,0&7

- Pnivate equity investments (at far value) B “ “ 847,518 N 847,518

- Propertyvfun"ds (at fal_r va!l;e)_‘ ) _ B - 463,1-201 - 463,201
Total available-for-sale financial assets 2,339,786 2,339,786
Group Company

At 31 March 2013 At 31 March 2013
£°000 £000
At the begmmm_:; of t;-le penodu o ' "

Tre:nsfers sr; _ - - S 6,-8(;17017 - — 6,793,184
Addltl;}ns S ” 137.\‘:597 - 137,397
Disposals ) ) M " . - (;,755,215; " ) E4,?47.382)
Fair value adjusﬁent; B o ) — 15!%,587 - 156,587
At 31 March 2013 2,339,786 2,339,786

During the reporting period, £173 14 million of total gains due to the fair value adjustments of avallable-for-sale
financial assets were recognised in other comprehensive income, of which £16 56 million of fair value gains
were subsequently reclassified, on derecognition, from equity to the consolidated statement of comprehensive
income and expenditure This resulted in a net cumulative fair value gain of £156 58 milion in other
comprehensive income at the end of the reporting penod
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Note 11 Investment in joint ventures

Group

Company

At 31 March 2013

At 31 March 2013

£'000 £7000

At the beginning of the period - .

Transfaers in - .

Additions - -

Share of profit - -

At 31 March 2013 - -

Group Company

Name of undertaking Percentage Share of Net Share of | Percentage Share of Net Share of

Interest Assets Profit/ Interest Assets Profit/ (Loss)

31 March (Loss) 31 December 2012 -13

2013 2012 13 2012 £°000

% £'000 £'000 % £'000

Hermes Factory QOutlets GP Limited 500 " - - - - -
—See *

Talke General Partner Limited — 500 - - - - -

See ™
Total - - - - -

* The latest available financial information being 31 December 2011
** The latest available financial information being 31 December 2011

The group has joint venture undertakings in Hermes Factory Outlets GP Limited and Talke General Partner

Limited Both companies are incorporated in

England and Wales

Hermes Factory Outlets GP Limited principal activity 1s to hold and manage the property iInvestments in Hermes
Factory Qutlets Limited Partnership Talke General Partner Limited principal activity 1s to safeguard and
manage the property investments of Talke (Jersey) Limited Partnership

Hermes Factory Outlets GP Limited and Talke General Partner Limited both have a cost of £1 each Neither
Hermes Factory Outlets GP Limited nor Talke General Partner Limited has generated a profit or loss for the
penod Therefore, no adjustment has been made to the carrying value of the investments n joint ventures and

these remain at £1 each at 31 March 2013

29




BIS {Postal Services Act 2011) Company Limited Final Report and Financial statements 2012-13

Note 12 Trade and other receivables

Group Company

At 31 March 2013 At 31 March 2013

- - £°000 £'000

Amounts fa—l—l'ln;:] due wuthln_on; ye;;‘ o o - ‘ o

Trade re::e-u;;bl_e—s _ - _ _ o 10,475 - _ nw10:475
Baddediprovson S e @)
Unreahsed mo;ement on trade recglvables o — o S 80 S 80
Accrued |r:con:|e 56,833 7 56,933
;’re};aymen;; an(_.'l other receTv-ables - S ) - o 2_87 o i 287:_
Total 67,437 67,437

Trade recewvables of £133 51 milion were transferred to the group by RMPP These were recewed in full during
the pericd

Accruad income primarily relates to accrued interest ansing from the investments in corporate bonds

Note 13 Derivative financial instruments

The group held certain foreign exchange denvatives within its residual investments portfolic These denvatives
were originally entered into for the purpose of hedging the underlying foreign exchange risks of the investments
agamnst USD at the portfotio level These hedges were not formally designated as hedge instruments in a
hedging relationship for the apphcation of cash flow hedge accounting under |IAS 39 Therefore, all derivatives
have been classified as financial assets or financial habilities, held for trading, at fair value through profit or loss
in accordance with 1AS 39

The fair values of denvative financial instruments have been disclosed in the consolidated staterment of
financial positicn as follows

Group Company

At 31 March 2013 At 31 March 2013

Assets Liabthities  Net Assets Assets Liabilities Net

Assets

T o Fair v;ue ‘ Fair value Farr valu: F;lr:alu; N F;Ir :alu; Fair value

k ;:’000 £7000 £'000 £'000 £'000 £°000

Current 7 o 7 3,93; - 7 3,939 7 3,939 * - 3,939
Non-current— h ) I - - - ) -— S - -
Held for trading financial assets or 3,939 - 3,939 3,939 - 3,939

liabtlities at fair value through profit or lgss

Financial assets or liabiities designated as - - - . - -
such upon imitial recognition
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At the reporting date, the denvatives held by the group compnise 25 individual foreign currency forward
contracts which will reach settlernent between 2 April and 17 October 2013 A net dervatives asset position of
£3 94 million 1s recognised at 31 March 2013 in respect of these forward contracts As a result, a net far value
gamn of £3 94 million 1s recognised in the consolidated statement of comprehensive income and expenditure in
the perniod to 31 March 2013 The unrealised movement in the consolidated statement of comprehensive
income and expenditure i1s included in note 6

Liquidity risk

The group settles the foreign currency forward contracts on a net cash flow basis in which it pays or receves
the far values of the forward contracts, equating to the mark-to-market valuation of these contracts, at the date
of matunty The total net cash outflow for foreign currency forward contracts in the fourteen month perod to 31
March 2013 was £33 72 million

A matunty analysis 1s presented below to show the remaining contractual matunties of the financial assets or
habilittes ansing from the foreign currency forward contracts at the reporting date

Group Company
At 31 March 2013 At 31 March 2013
Assets Liabilities Net Assets Liabifities Net
{Receiving) {Paying} (Receiving) {Paying}
Fair value Fair vatue F_alr value Fair value Fa1r-\;a|ue WFe;lr value
. £'000 £'000 £'000 £'000 £'000 £000
1-30 d;ys i 2,539 - - 2,538 2,539 o - 2,539
More than 120 days 1,400 - 1,400 1,400 - 1,400
Total 3,939 - 3,939 3,939 - 3,939

The hquidity nsk 1s monitored on an ongoing basis by management to ensure that there are sufficient resources
avallable to meet any ongoing habilities The board of directors 1s satisfied that the group 1s a Government-
backed entity and that it has sufficient certainty over future cash inflows from investments held and was not
therefore exposed to any significant iquidity nsk in respect of the settlement of the denvative contracts

Credit risk

The maxumum exposure n respect of derivative contracts at the reporting date 1s £3 94 mithon, which 1s equal
to the carnying amount of the denvative assets
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Note 14 Financial assets at fair value through profit or loss

The financial assets held at fair value through profit or loss include equity shares and investments held within a
qualfying investment fund (QIF) All of these financial instruments are classified as financial assets held for
trading In accordance with IAS 39, all financial assets held at fair value through profit or loss were classified as
held for trading on transter in

Group and Company

At 31 March 2013

Classified as
held for trading

Financial assets £'000

At the beginning of the pencd -

Transfers in 7,970,184
mAddl;lomns: _ — _ o _ i i - _ o ﬁ 209,833
DTsm;als - - - ' 7 - (7,4:8,361)
Fair value ad]uslménts W (205,963)
At 31 March 2013 525,693

The net loss due to fair value adjustments of these financial assets of £205 96 million was recognised in the
consolidated statement of comprehensive income and expenditure 1n the penod to 31 March 2013

Note 15 Cash and cash equivalents

Group Company

At 31 March 2013 At 31 March 2013

£'000 £'000

Cash and cash equivalents held at commercial banks 44,846 44,846
Cash and cash equivalents held by the Government Banking Service (GBS) 295,910 295,910
Total 340,756 340,756

At 31 March 2013, £16 55 millton of cash and cash equivalents held by the group 1s denominated in USD

Since the group uses GBP as its reporting currency, It 1s exposed to foreign currency exchange rate movement
Management estimates that a shift of +/-5% n the USD/GBP foreign exchange rate would not be deemed
unreasonable and would result in an unrealised foreign exchange gain or loss of £0 83 million being recogrised
in the consolidated statement of income and expenditure

At 31 March 2013, £16 01 million of cash and cash equivalents held by the group 1s denominated in EUR

Since the group uses GBP as its reporting currency, it 1s exposed to foreign currency exchange rate movement
Management estimates that a shift of +/-5% in the EUR/GBP foreign exchange rate would not be deemed
unreasonable and would result in an unrealised foreign exchange gain or loss of £0 80 million being recognised
in the consolidated statement of iIncome and expenditure
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Note 16 Trade and other payables

Group Company
At 31 March 2013 At 31 March 2013
£°000 £'000

:mounls falling due \;n;un_ovn;—year ) ) ) -
Trade payables _ 7 m4,29; o S 4,291
Amounts payable to subsidiary undertakings 7 ‘ _- - ) 6,547
Accrued ;(pense; a;;l def;-r;;d |n::c;me S 9,465 9,453
VA-\T ;;)ayal;le ” - — 726 - ' 726
Total 14,482 21,017

Trade payables of £12 99 million were transferred to the group by RMPP These were paid in full during the
period

Note 17 Financial instrumenis

Note 17(a) Financial risk factors

Financial nsk management

The group’s activities expose It to a variety of financial nsks The group’s overall nsk management programme
seeks to minimise on-going exposure to financial nsks by disposing of assets as promptly as reasonably
practicable whilst achieving value for money for the taxpayer

The day-to-day management of financial risks 1s carrned out by the investment managers under policies
approved by the group’s management team The management team provides written principles for overall nisk
management, as well as specific instructions covening the manner in which different classes of assets should
be realised to meet its objectives

Market risk

The group 1s exposed to market nsk, pnmanly related to foreign currency exchange rates, interest rates and
price nsks To manage the exposure to market nsk, the group actively seeks to dispose of any liquid and
volatile assets as premptly as reasonably practicable whilst achieving value for money for the taxpayer

1 Foreign exchange nisk

The group uses GBP as its reporting currency As a result, the group 1s exposed to foreign currency exchange
rate movements The primary foreign exchange nisks are USD and EUR due to its holdings in foreign currency
denominated fixed income instruments and its Investments in various private equity investment vehicles that
have exposure to European and North Amernican regions The sterling value of the group’s balance sheet can
be affected by movements in exchange rates

The table below summarises the sensitivity of the group’s monetary assets to changes in foreign exchange
movements at 31 March 2013 The analysis 1s based on the assumption that the relevant foreign exchange rate
increased/decreased against GBP by the percentage disclosed in the table below with all other vanables held
constant Management estimates that a movement in the foreign exchange rates of +/- 5% would not be
unreasonable, having regards to the histoncal volatility of those rates The increase or decrease in the net
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assets anses pnmarily from a change in the fair value of USD and EUR denominated unquoted equity of the
private equity portfolio and fixed interest securnities that are classified as availlable-for-sale financial assets

Group Reasonable Impact on
movement in rate net assets

At 31 March 2013 At 31 March 2013

Currency Yo £'000

US dollar denominated monetary assets +/- 5% +- 85,770

Euro denominated monetary assets +~ 5% +/- 26,982
n Price nsk

The group's strategy for managing prnice nsk prnincipally focuses on the disposal of highly volatile and iquid
assets as promptly as possible whilst realising value for money for the taxpayer Dunng the first few months of
the hinancial period, the group actively sought to dispose of its investments in more liguid investments, including
listed equities, corporate bonds, equity futures and inflation and interest rate swaps to mintmise ts on-going
exposure to price nsk The residual investments at 31 March 2013 were predominantly comprised of less iquid
and highly diversified investments, including the investments in private equity investment vehicles, high yield
debt securtties and property funds

The sensitivity analysis below has been determined based on the exposure to each materal price nsk at the
reporting date :

The group's pnivate equity portfolio 1s pnmanly composed of investments in European and North American
unquoted shares During the year the group recogrised a market value gain on its private equity portfolio of
£45 95 million If the valuation had been 5% higher/lower, the total value would have increased/decreased by
£1 02 million, with the mcovement being recognised in other comprehensive income

The farr value movement of debt securities 1s driven by the fluctuations in market interest rates The fair value
interest nsk is further discussed below The price nsk on the investments in property funds 15 not expected to
be matenal

The performance of investments held by the group 1s monitored by management on a monthly basis

u Interest rate risk

Interest rate nsk anses from the effects of fluctuations in the prevailing levels of market interest rates on the far
value of financial assets and future cash flows The group holds fixed interest securties that expose the group
to fair value interest rate nsk The group also holds floating rate secunties that are exposed to cash flow interest
rate nsk

The group’s principte nsk management strategy I1s o manage the fair value nsk by holding the high yield debt
secunties untit maturity At 31 March 2013, the high yield debt securities were valued at £1 03 billion Of this
75% are fixed interest debt securities The remaining 25% are floating interest debt secunties For the floating
interest debt secunties, If the interest rate had been 50 basis points higher/lower, with all other things being
constant, the interest income earned would be £0 33 million higher/lower and the fair value recogrnised would
have been £0 32 million higher/lower

Interest rate nisk 1s not expected to have a significant impact on cash flows
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The group have no short or long term borrowings and is not therefore exposed to risk in respect of vanable
interest rate payments

Credit risk

The group 1s exposed to credit nsk, which 1s the nisk that one party to a financial instrument will cause a
financial loss for the other party by falling to discharge an obligation The main concentration to which the group
15 exposed arnses from the group’s investments in debt securities

As at 31 March 2013, the group held a mixed qualty of debt secunties The investments in high yield bonds
were inmally transferred to the group as part of the Royal Mail Pension Plan’s balanced investment portfolio As
would be normal in any high yield bond portfolio, the group 1s exposed to the counterparty credit nsk on its huigh
yield debt secunties Based on histonic rates of market defaults, a 2% to 4% default rate within the existing yield
debt securities porifolio would not be unexpected To manage the nisk of loss, the investments are

broadly diversified There are specific parameters for the helding of the debt secunties within particular sectors
and also a mit on individual holdings as a percentage of the total portfiolio The investment managers also
have significant expertise in managing the nsk of default

The analysis below summarnses the credit quality of the group’s high yield debt portfolio as at 31 March 2013

Credit rating At 31 March 2013
£000

Group

Availlable-for-sale debt secunties b

B- rating or huigher 490,711
CCC rating or lower 538,989
Total 1,029,700
Liquidity risk

Liquidity nisk 1s the nisk that an entity will encounter difficulty in meeting its obhgations associated with financial
habiities The hquidity sk 1s monitored on an ongoing basis to ensure that there are sufficient resources
avallable to meet any ongoing abilities The group 1s a Government-backed entity In addition, the board of
directors are satisfied that it has sufficient certainty over future cash inflows from the investments held and that
the group was not therefore exposed to any significant iquidhty rnisk

In addtion, cash flow 1s monitored on an ongoing basis to ensure there are sutficient cash balances to pay any
ongoing operational costs or commitments in respect of uncalled capital amounts payable to private equity
investment managers, as and when they fall due

Note 17(b) Fair vaiue estimation

The table below analyses financial instruments carned at fair value, by valuation method The different levels
have been defined as fellows

Quoted prices (unadjusted) in active markets for identical assets or habilities (Level 1)
Inputs other than quoted prices included within Level 1 that are observable for the asset or hability, either
directly (that 1s, as prices) or indirectly {that 1s, denved from prices) (Level 2)

. Inputs for the asset or hability that are not based on observable market data (that s, unobservable
inputs) (Level 3)
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The following table presents the group’s assets and habilities that are measured at far vaiue at 31 March 2013

Group Level 1 Level 2 Level 3 Total

£'000 £°000 £'000 £°000

Assets

Financial assets at fair value through profit or loss

Denvatives - 3,939 - 3,939

- Tradmg—secumles 7 39,792 485.9_01 - 525,693
Available-for-sale assets . “ 1,029,700 - 1,310,086 2,339,786
Total assets ) . 1,069,492 489,840 1,310,086 2,869,418

The fair value of financial instruments traded in active markets i1s based on quoted market prices at the balance
sheet date A market s regarded as active If quoted prices are readily and regularly available from an
exchange, dealer, broker, industry group, pricing service, or regulatory agency, and those prices represent
actual and regularly occurring market transactions on an arm’s length basis The quoted market pnice used for
financial assets held by the group 1s the current bid price These instruments are included in Level 1
Instruments included in Level 1 compnse pnimanly isted equity and debt investments classified as trading
securties or available for sale

The fair value of financial instruments that are not traded in an active market (for example, over-the-counter
denvatives) 1s determined by using valuation techniques These valuation techriques maximise the use of
observable market data where it 15 available and rely as litile as possible on entity specific estimates If all
significant inputs required to fair value an instrument are observable, the instrument 15 Included In Level 2

If one or more of the significant inputs 1s not based on observable market data, the instrument 1s included 1in
Level 3

Specific valuation techniques used to value financial iInstruments include
Quoted market prices or dealer quotes for similar instruments

The far value of interest rate swaps Is calculated as the present value of the estimated future cash flows
based on observable yield curves

. The farr value of forward foreign exchange contracts is determined using forward exchange rates at the
balance sheet date
. Other techniques, such as discounted cash flow analysis, are used to determine fair value for the

remaining financial instruments
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The following table presents the movement in Level 3 instruments for the penod ended 31 March 2013 by class

of financial iInstrument

Group Private equity Property Total
investments funds
£'000 £000 £'000
At the beginning of the penod ) ) - -
Tran;f;—rs nto Level 3“ . i " _ k ;55,029 51 8.49; 1:373,52 1—
Additons 81,104 10,133 91,237
Disposals i ) A (135,495} (65,752) (201,247)
Net::h'anges‘m fair value ‘ 46,246 7 — 329 46,575
At 31 March 2013 846,884 463,202 1,310,086
Note 17(c) Financial instruments by category
31 March 2013
Group Loans and Assets atfar  Available-for-sale Total
receivables value through
profit or loss
£'000 £'000 £'000 £'000
Asse.ts as per balance shee_t
Available-for-sale financial assets - 2,339,786 2,339,786
Denvative financial instruments - 3,939 i - - 3,939
Trade and other recevables 67,437 - - B 67,437
Flna;cnal ass;.ls at fair value through profit or loss - 525,693 A - 525,693
Cash and cash equivalents ' 340.75;3 - 340,756
Total 408,193 529,632 2,339,786 3,277,611
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Note 18 Income tax expense

For the 14 month peniod ended
31 March 2013

Profit before tax 17,752,338
Taxonproftatzen a2
Items not chargeable t;J UK cc;r;:;)r;o;a; - N (2,811,315)
Income not taxabl—e— o ) - - ' 7 (1,453,224)
Expenses allowable for tax purposes ' o —3,9?9

Tax expense for the period -

BIS (Postal Services Act 2011) Company Limited 1s exempt from UK corporation tax for any accounting period
that begins and ends before 1 Apnl 2015, as set out In The Postal Services Act 2011 (Taxation) Regulations
2012 BIS (Postal Services Act 2011) B Company Limited 1s not exempt from UK corporation tax

At 3t March 2013 there 1s £nil corporation tax payable There are £626,130 of unused tax losses available to
carry forward against taxable profits generated from the same trade

Note 19 Share capital

Group Company
At 31 March 2013 At 31 March 2013
Number of Ordinary shares Number of Ordinary shares |
shares shares

£'000 £°000

Al;otted _ o - o —
1_allot;ed, —called up an_c_i un-palc-i_sha‘lre -c;l 21- ‘1 S -— 1 -
At 31 March 2013 1 - 1 -

At the date of incorporation, one share was I1ssued at par with a nominal value of £1 The £1 remains unpaid at
31 March 2013

Note 20 Contingent liabilities

The group has no contingent habilities at the date of the consclidated statement of financial position

Note 21 Commitments

At 31 March 2013, the group and company had contractual obligations in respect of repair, maintenance or
enhancement of the iInvestments properties of £4 84m These amounts are due n less than one year

The group and company are required to fulfit capital contnbutions in respect of the private equity funds

classified within the avallable-for-sale financial instruments At 31 March 2013, the total unfunded commitment
was £197 82m which 1s payable on demand with no set date for repayment
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Note 22 Ultimate controlling party

The ulimate controlling party for the group I1s the Secretary of State for the Department for Business, Innovation
and Skills These group financial statements are consolidated within the Department for Business, Innovaticn
and Skills financial statements

Note 23 Related-party transactions

Under Article 14, ‘Remittance of Cash Proceeds to the Consolidated Fund’, and Article 12, ‘Retention of Cash’,
of the company's Articles of Association, the company has an obligatton to reimburse ‘excess cash’ to its
immediate parent company BIS A total cash remittance of £14 32 billion was paid to BIS dunng the penod to
31 March 2013

During the penod, the group reimbursed BIS £0 63 million for costs paid by BIS on behalf of the group At the
year end there was £nil owed toffrom the group to BIS

Buring the period, the company paid costs totaling £0 01m on behalf of its subsidiary undertaking, BIS (Postal
Services Act 2011) B Company Limited At the penod end, the company owed £6 55million to its subsidiary
undertaking This pnimanly relates to any receipts of proceeds or payments of expenses by the company on
behalf of the subsidiary undertaking

The following transactions with governmental bedies occurred dunng the fourteen month period to 31 March !
2013 The UK Debt Management Office (“DMO"} 1s an executive agency of HM Treasury and 1s responsible for |
the management of the Government's debt on its behalf Within the DMO 1s the Debt Management Account

{“DMA") which records all the DMO’s tssuance and trading transactions In agreement with the DMA, the !
investments in UK government gilts, which were held by the group under the direction of HM Treasury, were |
transferred to the DMA for £nil consideration and sold to the National Loans Fund (for cancellation) at market I
value as required by the National Loans Act 1968 The gilts had a market value of £11 01 bilhon including

accrued income of £35 58 million at the date of transfer to the DMA Total interest income of £96 89m, In

respect of the gilts, was included in the consolidated statement of comprehensive income and expenditure for

the period to 31 March 2013

Note 24 Events after the reporting period

On 27 June 2013, the directors of BIS {Postal Services Act 2011) B Company Limited declared and paid a final
dividend of £6 53m to its iImmediate parent company BIS (Postal Services Act 2011) Company Limited

There were no other matenal events since the end of the financial penod that may significantly affect the
financial performance or position of the reporting entity
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