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Strategic report

The business, its obiective and strateqy

The principal activity of. the group is 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 Artrcles of Assaociation. :

“The principal objectlve of the group is to realise the assets in a measured fashion within the -
context of protecting value for the tax payer, while paying due regard to issues of
transparency (where this would not prejudice the commercial interests of the group) and
‘minimising market distortion. In general, the group seeks to dispose of liquid assets into cash
and cash equivalents as q'uickly as possible'to minimise any significant exposure to risk

Cash and cash equivalents realised by the group through the dlsposal of assets are u|t|mately
transferred to BIS.

The group’s residual investment activities are principally managed by Beach Point Capital
Management LP, LaSalle iInvestment Management; Pathway Capital Management LP,
Bridgepoint Advisers Il Limited, Hamilton Lane COPTL LP and Pantheon Ventures (UK) LLP
(the “Investment Managers ), with the global custody arrangements deIegated to JPMorgan
Chase Bank N.A, London Branch.

o Ogeratmg and ‘fmanclal review

All of the more liquid assets that transferred to the group, including listed equities, high grade
corporate bonds, equity futures, inflation swaps and interest rate swaps were disposed of in

" the fourteen month period ended 31 March 2013 in line with the objectives of the ‘Realisation
Plan’. On 1 April 2013, the group had net assets of £3.6 billion, which primarily consisted of
investments in properties (both drrectly held and property funds), private equuty and a high
yield portfolio. _ )

At 31 March 2014, the group had a net assets of £2.5 billion as 'shown in the consolldated
statement of financial position (31 March 2013: £3.6 blllron) :

. For the year ended 31 March 2014, the total cash inflows arlsmg from operatmg activities
“amounted to £1 3 billion (31 March 2013 '£12.8 bl|||0n)

The net profit (before exceptional items) attnbutable to equity holders of the group for the year
to 31 March 2014 was £21 1.7 million, as shown in the consolidated statement of
comprehensive income and expenditure (31 March 2013: £136.2 miIIion)

Just.over 356% of the £3. 6b|l||on net assets at 31 March 2013 were- reallsed into cash durlng _

the course of the year.

The group erI continue to keep the realisation strategy of the retalned assets under review,
with consideration given to holding the assets for an extended period of time where this is
likely to provide a positive value for money outcome for the taxpayer. -

.
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'Princigal risks and unltzenaintiés

The principal risks and. uncertainties of the group relate to the exposure to financial risks’

-arising from holding its financial assets. The group's overall risk management strategy seeks

to minimise on-going exposure to financial risks by realising assets as promptly as is -

reasonably practicable, whilst achieving value for money for the taxpayer.

Further disclosure in.respect of the group’s exposure to finaricial risks, including market risk, -
credit risk and liquidvity risk, is included in the notes to these financial statements.

\

v

Sig'ned on behalf of the board by:

m-f. ((,,.fm

' Mark Russeil

Chairman and acc‘ount‘ir:lg officer

. Date: I q 7«‘1 | 'LO '.‘f
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Directors’ report

Introduct|on

On 8 February 2012 BIS (Postal Services Act 2011) Company Limited (the “company”) was
incorporated and registered as a private limited company in England and Wales under the
Companies Act 2006. The company is the sole shareholder of BIS (Postal Services Act 2011)
B Company Limited (‘company B’) (together, the “group’).

With effect from 1 April 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 transferring certain historic
liabilities to a new unfunded statutory pension scheme - the Royal Mail Statutory Pension
‘Scheme (“RMSPS”). In conjunction with this, certain assets were also transferred 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 lncorporated and established to hold certain assets transferred from the

. RMPP Trustees to the Government. The ultimate controlling party for the group is the

Secretary of State for the Department for Business, Innovation and Skills (“BIS”).

. Key performance indicators (KPls)

BIS (Postal Services Act 2011) Company Limited is a wholly-owned subsidiary of the

~ Secretary of State for the Department for Business, Innovation and Skills. As a-result, both

~ the management and réporting of risk and key performance indicators are undertaken at the

. Departmental level. For this reason, the group’s directors believe that analysis using key
performance indicators for the group is not necessary or appropriate for an understanding of -
the development, performance or position of the business of the group. ‘

Details of directors

Details of the board of directors, including information about the board’s composition, its
- attendance records and coverage of |ts work, can be found in the governance statement on
page 7. :

Dividends and payments to the ultimate confroiling party

In accordance with Article 14, ‘Remittance of Cash Proceeds to the Consolidated Fund’, and
. Article 12, ‘Retention of Cash’, of the group’s Articles of Association, a total cash remittance
of £1.3 billion was made to BIS during the reporting period (31 March 2013: £14.3 billion).
This amount has been recognised in the consolidated statement of changes in equity for the
year ended 31 March 2014.

On 27 June 2013, the directors of BIS (Postal Services Act 201 1) B Company Limited
declared and paid a final dividend of £6.5 million to its immediate parent company BIS (Postal
Services Act 2011) Company Limited. ~

Events after the reporting date

No material events have occurred since the end of the financial pericd that may significantly
affect the financial performance or position of the reporting entity. -
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: ﬂ;a,fement 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 |
consolidated 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 period. In preparing these financial statements, the directors are required to:

e select suitable accounting policies and then apply them'consistently;
. meke'judgements and accounting estimates that are‘re‘asonable and prudent; 4

o state whether applicable IFRS as adopted by the European Union have been
followed subject to any material departures disclosed and explained in the financial
statements; and o

° prepare the financial statements on the gomg concern basis unless it is mapproprlate '
to presume that the company will continue in business. :

The directors are responsible for keeping adequate accounting records that are sufficient to

" show and explain the group’s transactions and disclose with reasonable accuracy at any time
the financial position 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, ‘Articie 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 irregularities.

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 is 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 relevant audit information and to establish that the group's
auditors are aware of that information. This confirmation is given and should be mterpreted in
- accordance with the provisions of Section 418 of the Companies Act 2006.

Signed on behalf of the board by:

Mark Russell

Chairman and accounting officer

Date: 4 7’.1/(,\1 7«6"".
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Governance statement

Introduction

The pnncrpal objective of the group is to hold and dispose of assets |n accordance with the
‘Realisation Plan’ adopted by the shareholders in Part 2 of the Articles of Association. The
group is ultimately owned and controlled by the Secretary of State for the Department for
Business, Innovation and Skills (* BIS") and is operated by the directors.’

This statement sets out the governance structure, risk management and internal control
procedures that have been operated within the group during the year to 31 March 2014.

The C_;overrgnce Structure -

Board responsibilities

* The board provides the general oversrght 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 is required to update the board on a regular basis, giving the board the
opportunity to understand and explore issues in depth as appropriate

" During the financial year ended 31 March 2014, the board conS|dered a wide range of issues, -
lncludlng

the progress of the asset realrsatlon exercise;

the financial position of the group;

the long-term plan for the group;

approving interim and full-period results;

discussing and approving group strategy; ‘-

considering opportunities for the realisation of assets; and
discussing risk management and controls within the group

Board structure

Directors -

Mark Russell, Chairman

Ruth Elliot .’

-~ Conrad Smewing -

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 3 scheduled meetings in year ended 31 March 2014. 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 opportunity to raise any
issues and give any comments to the chairman in advance of the meeting. Following the
meeting the chairman briefs 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- constltute a conflict of interest for them, are being discussed.

‘ 'The attendance of d|rectors at board meetings held durlng the year ended 31 March 2014
was as follows:

directors ' ‘ Number of possible  Actual meetings
' meetings attended - attended
.Mark Russell Chairman ' : 3‘ : : 3
RuhElot 3 s
‘iConrad Smewmg3 3 '

Responsibility of the principal accounting officer of BIS

The principal accounting officer of BIS is responsible for approving the ‘Realisation Plan’ of
the group and provides the oversight, in addition to the board, to ensure that the realisation of
the assets represents value for money to the taxpayer as a whole. Where the realisation
exercise deviates from the ‘Realisation Plan’, or where it is considered necessary to amend
the original plan, the management will report to the board and the principal accounting 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 responsibilities are: to adhere to chapter three of Managing Public Money, being’
responsible for safeguarding the public funds, for ensuring propriety and regularity in the
handling of public funds, and for day to day operations and management of the group. The
directors and 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 detailed in Chapter 3.1 of Managmg Public Money

Information recelved by the board and principal accounting officer

Written updates on the progress of the asset realusatlon exercise were provided by the
management to the board on an ad hoc basis for the year to 31 March 2014. The board
considers that the written updates provided by the management team during the fi nancial
period were relevant sufficient and timely to satisfy its purpose.

Review of board’s effectiveness

- The composition of the board currently comprises a chairman and two directors. The
chairman represents the Shareholder Executive within BIS, with one director each
representlng BIS Finance and HM Treasury. It is con3|dered that the size and experience of
the board is appropriate given that nature of the group’s operations.

During the financial year ended 31 March 2014, no formal evaluation of the board’s
effectiveness has been carried out. The board met three times in the year and believes that
its structure and monitoring framework are functioning effectlvely to enable the objectives of .
the group to be met. :
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. Compliance with Corporate Governance Code

. The UK Corporate Governance Code (the ‘code’) sets out the main principles and specific

‘ prowsmns on how companies should be directed and controlled to follow good governance
practice. The rules of the Financial Conduct Authority (the ‘FCA’) require companies listed 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 period. 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 incorporated under the Compames Act 2006. :

\

BIS (Postal Services Act 2011) Company Limited is a private limited company that is -
ultimately owned by the Secretary of State for the Department for Business, Innovatlon and’
Skills. As a result, compliance with this code is not required. »

Risk managemeht 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 is 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 monitoring risks facing the group and for
'deciding how these are to be managed.

Theire are ongoing controls and review procedures in place to monitor the performance of the
investment managers that continue to manage investments on behalf of the group. ‘

~ Given the specific nature of the group, its principal risks and uncertainties reside with the :
exposure to financial risks arising from its holdings of financial assets. A formal risk register
_for the purpose of risk assessment is not considered necessary.

Signed on behalf of the board by:
M .-F. Rysav

Mark Russell

Chairman and accounting officer

Date: 14 7-‘/(\7 leo Ivf
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Independent auditor’s report to the
shareholders of BIS (Postal Servnces Act
2011) Company Limited

| have audited the financial statements of BIS (Postal Services Act 2011) Company Limited
" for the year ended 31 March 2014 which comprise the Consolidated Statement of
Comprehensive Income and Expenditure, the Consolidated and Company Statements of
Financial* Position, the Consolidated and. Company Statements of Cash Flows, the
.Consolidated and Company Statements of Changes in Equity and the related notes. The ‘
- financial reporting framework that has been applied 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 applled |n 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 fair view. My 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). Those standards require me and my staff to comply with the Audmng Practices
Board's Ethical Standards for Auditors. .

_Scope of the audit of the financial statements :

An audit involves obtaining evidence about the amounts and disclosures in the fi nancial -
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 policies are appropriate 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-financial
- information in the Strategic and Directors’ Reports to identify material 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 me in the
" course of performing the audit. If | become aware of any apparent material misstatements or
|ncon5|stenC|es | consider the |mpI|cat|ons for my report.

| am required to obtain ewdence 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 authorltles 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 2014 and of the group’s net profit for the -
year then ended; and" ‘
* the financial statements have been properly prepared in accordance with
International Financial Reporting Standards as adopted by European Union; and _
» the financial statements have been prepared in accordance with the Companles Act
12006. '

10
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Opinion on regularity ' .
In my opinion, in all material respects the expendlture 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 authorities which govern -
them. : :

Opinion on other matter prescribed by the Companies Act 2006

- In my opinion the information given in the Strategic and Directors’ Reports for the financial
year for which the  financial statements are prepared is consistent with the financial
statements.

Matters on which | report by exception
I have nothing to report in respect of the-following matters where the Compames Act 2006
requires me to report to you if, in. my opinion:
». adequate accounting records have not been kept by the parent company, or returns
© ' adequate for my audit have not been received from branches not visited by my staff;
or
» the financial statements are not in agreement with the accounting records and :
returns; or ‘
= certain disclosures of directors’ remuneration specrf ied by law are not made; or
= | have not received all of the information and explanations | require for my audit. "

P Aty
Bryan Ingleby. (Senior sfatutory Auditor)
Date: |4 T"Aj L |14

For and on behalf of the

' Comptroller and Auditor General (Statutory Auditor)
National Audit Office”
157-197 Bucklngham Palace Road
London

- SWIWeSP -

bed
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Annual Report and Financial statements

Consolidated statement of cbmprehensive income“and :

expenditure for the year ended 31 March 2014

~

Group Group

Note For the year to For‘the fourteen m;)nth
31 March 2014 period to 31 March 2013

© £000 £/000

M;Revenue
Net gains arising from the sale of financial assets 2 165,537 1'60.’(24‘
Finance income 3 70465 | ' 197,500 ‘

Other lnoome S 4 | o 36,568 60,263
Gain on revaluation of investment properties 8 .50,665 7,2'1 0
Expenses )

" Operating expenses 5 ' . (41,863) V ‘(5'2,508)
Net changes in fair value on ﬁnan;:ial asséts held at fair 14 (7,017) .\ (205,963) )
value through profit or loss .

 Gain/(loss) arising from the disposal of investment 8 19,758 (1,724)
properties , '
Share of pnofits/losses_, from joint ventures 11 - -

Foreignexchange losses 6 O eee  @ease
Net profit before exce;;tlonal items 211,667 136,1.’.3.5 k
Exceptional Iter_ns: '

. bcepionalgan ansing om thebansterst 7 20626547 -

assets
- Exceptional loss arising from the 7 - (1 0974865) )
cancellation of gilts : .
- Exceptional loss arising frdm the 7 - (35580) anan .
cancellation of accrued income
Profit before tax and after exceptlor'lal items 211,667 17,752,338
Inco;ne tax exp;ﬁse 18 - -
Net profit for the year/period

211,667

The notes on pages 20 to 44 form part of these financial statements.

17,752,338
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A Consolidated sta't'ement of comprehensive income and | |
- expenditure for the year ended 31 March 2014 (continued) .

_Group ) Group
2 .
Note For the year to For the fourteen month -~

- 31 March 2014 . period to 31 March 2013

. C - , ' £/000 A " £'000

Other comprehensive Income: s .

Available-for-sale reserve:

Net changes in fair value of avallable-for-sale . 10 (12,447) . 173,143
financial assets .

. Reclassification adjustments for gains of avallable- 10 : (29,753) (16,556)
for-sale financial assets included in statement of : : :
comprehensive income and expenditure

Total comprehensive income for the year/period ; 169,467 17,908,925

The notes on péges 20to 44 forh‘i part of these financial statements.

4
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Consolldated statement of fmanmal posntlon as at 31
March 2014

Note Group Company . Group . Company

At 31 March At 31 March' At 31 March . At 31 March
2014 - 2014 2013 2013.
£000 - £000 £000 £'000
Assets
4 Noncurrent assets
Investment properties . . . ‘ 8 265,325 265,325 ' 32?,796 . 322,796
Investment in subsidiaty undertakings 9 e - - -
Available-for-sale financial assets . 10 ‘ 1,795,345 1,795,345 - 2,339,786 2,339,786
I‘nvés.tment in joint venturés 1 . - : - f o . -
: Totalnon-currentassets 2,060,670 . 2,060,670 2,662, 582 2,662,582
Currentassets - |
Trade and other receivables . 12 . 33,534 33,537 - 67,437 A67,437 .
Derivative financial inétruments ' 13 ) - ’ ) - 3,939 3939 ~~~~~
Financial assets at fair value through 14 o 18,679 o 18,679 . 525,693 525,693 :
proftorloss : L . Co .
. Cash and cash equivalents A 3'84.145‘ . 384,145 340,756 | 340,756
Total current assets ‘ - 436,358 436,361 937,825 937,825
\ Tota[[assets " A ;,;197,028 T 2,497,031 3,600,407 3600407 ‘
Current liabilities’ ]
Trade and other payables - 16  (11,580) .  (11,575) (14,482) (21017)
" Derivative financial instruments - 13 s (1) oL
" Total current liabilities o (12,695‘)l (12,690) (14,482) (21017)
Netassets - o . o N 2,484,333 2,484,341 3,585,925 3,579,390

Capitai and reserves B

. Ordinary share t:apital 19 “ oL - L o
Available-for-sale reserves . a 114,387 . 114,387 156587 . 156587
Retained earrtings S 2,369,946 .2.369,954 . A 3,429,338I v5,422,803w

 Total equity o | 2484333 2484341 3585825 3,579,380

The notes on pageé 20 to 44 form part of these financial statements.

14
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- The financial statements were approved by the board of dlrectors and authorlsed for issue
and signed on its behalf by

M—F,W

Mark Russell

Chairman and accounting officer

“_Date |£f 7'./(7 0'4'

Company number: 07941521
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Consolidated statement of changes in equity for the fourteen mdnth peribd ended 31 March 2013

Attributable to equity holders of the group . Attributable to equity holders of the company

i Ordinary  Available-for- . Profit and © Total . Ordinary . Availablé-for- _ Profitand Total
share capital sale reserve loss : share capital sale reserve -loss .
’ account ) - account

N £000 £000 £000 £000 . ‘£'000 £000 £000 £000
Share capital issued . .. - - - - - - - - S
Net profit ' - - 17,752,338 17,752,338 t - - 17,745,803 17,745,803
Revaluatiuns_ in other comprehensive income C- 173,143 . - © 173,143 ) - 173,470 . - : 173,470
Available-for-sale reserves released to ) . - (16,556) R (4 8,556') - (16,883) Lo {16,883)

statement of consolidated income and . - .

. expenditure . .

Payh';ent made to BIS. ’ ) - - (14,323,000) (14,323,000) . - - (14,323,000) (14,323,000)

Balance at 31 March 2013 _ v 156,587 3,429,338 3,585,925 - 156,587 3,422,803 3,579,390

S

The notes on pages 20 to 44 form part of these financial state_rhehts. .
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Co‘nsolidate‘d statement of changes in equity for the year ended 31 March 2014

Attributable to equity holders of the group T Attr ble to equity holders of the Y
Ordinary  Available-for- Profit and Total Ordinary  Available-for- Profitand & . Total
- share capital sale reserve loss share capital sale reserve loss
account ’ R account
) £'000 £'000 . £000 © £000. . £'000 £000 £'000 £000
Balance at 1 April 2013 : - - 156,587 3,429,338 3,585,925 - 156,587 ', 3,422,803 3,579,390
Net profit . - . 211,667 211,667 . - R R 218,210 218,210
Revaluations in other cémprehe'nsive income - - (12,447) ) (12,447) - (12,447) . (12,447) -
Available-for-sale reserves released to - . (29,753) . (29,753) . - (29,753) R . (29,753)
statement of consolidated income and . ’ . :
expenditure ' ’ -
Payment made to BIS : - (1,271,059) . (1,271,059) ) - ) (1,271,059) (1,271,059)

Balance at 31 March 2014 » - ’ 114,387 ' 2,369,946 - .2,484,333 B v - 114,387 2,369,954 2,484,341

ln accordance with Article 14, ‘Remittance of Cash Proceeds to the Consolidated Fund’, and Article 12, ‘Retention of Cash’, of the company's Amcles of
Assocnaﬂon a total cash remittance of £1.3 billion (31 March 2013: £14.3 billion) was: made to BIS during the reporting period. -

¢

The notes on pages 20 to 44 form part of these financial statements.
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Consolida"ﬁed stat’emeht of cash flows for the year ended 31 March
2014 o . » |

Note - - Group Company - Group Company
~ Forthe For the For the For the

yearto31 ~  yearto31 fourteen - fourteen

March 2014 - March 2014 month ‘month

period to 31" -period to 31
March 2013 March 2013

‘ . £'000 £'000 £000 £'000
. | Cash flows from operating activities . ] o '

Netproﬁt D S 211 ,667 218,210 ' 1 7,752,338 . 17,745,803
Exceptional item: Loss arising from the cancellation of 7 o o - - 10,974,865 10,974,865
giits :

"I'E-)-(ceptional 'item:: Gair;.a.rlivsing from the.assets tr;ﬁsfér 7 - - (28,626,547) (28,619,385)

Exceptional item: Loss arisiné from the canceliation of . 7 : - . L. 35,580 35,580
accrued income )

Finance income written off i ' - - (35,580) (35,580)

" Debtors transferred in received duri\ng the year/period 12 o - - - 13‘.’;,512 . 133,512

Creditors transferred in paid during the year/period .16 . - - (12,997) (12,325)

Share of profits/losses of investrﬁent_s in joint ventures 1" - o - -
Movement in pfoviéion for bad debts . S ‘ 5 (255) - . (25%5) . - 338 A' - 338

Bad debts written off S . 5. ' '224 224
. (Gain) on revaluation of investmént properties 8' o (50,665) (50,665) (7,210) (7210)
(Gain)Loss arising fom the disposal of nvestment  8' (19758 - (1758 1724 1724
properties : '

Net changes in fair value on financia! assets at fair value 14 7,017 7,017 205,963 -205,963
through profit or loss ' )
Net gain arising from the sale of financial assets 2 (165,537) (165,537) . (160,724) (161 ,331)

. Unealised foreign exchange losses and ather netlosses sags2  sag2 29266 29266
Decreasel(increase) in rade and other receivables 12 3933 - 3390 (67695  (67695)
before bad debt provision and unrealised gains o .

(Decrease)/increase intrade and other payables . 16 " (2902) G442 1as82 21017
Proceeds frorﬁ the sale of financial assets ’ 1,271,682 . V1 ,271,682 12,580,;;9m 12 573332
Proceeds from the sale of investment properties A ' . 1‘3i 204 131,204 © 361,235 361,235
Purchases of financial assets® 10,1 4 o (180,612) (180,612) . (347,230) (34-;‘,230)
Purchases of investment propérties 8 . (3,310) (3,310) (4,768) (4,768)

~ Net cash flow from purchase and sale of foreign 13 (2,406) (2,406) A (33,722) (33,722)
currency forward contracts
Net cash flows from operating activities 431136 1315134 12793389 12793389 °
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Consolidated statement of cash flows for the year ended 31 March |

2014 (continued) f
Note Group . cdmpany- Group Company
For the. _ - For the . For the For the
_year to 31 year to 31 fourteen fourteen
. March 2014 March 2014- month month
- . periodto 31 - period to 31
March 2013 March 2013
£000 £7000 £000 £'000
Cash flows from financing activities
Payment made to BIS. (1,271,059) (1,271,059) (14,323,000) . (ﬁ4,323,000)
Net cash used in financing activities " (1,271,059) (1,271,059) ' (14,323,000) (14,323,000)
Net increase/(decrease) in cash arid cash equivalents 44,075 44,075 (1,529,611) (1,529,@11)
" Cash and cash equivalents at the beginning of the " 340,756 340,756 - ‘ -
year/period ' R
Cash and cash equivalents transferred in durjng the - - 1,869,929 - 1,869,929
year/period = . .
Foreign exchange gains on cash and cash equivalents (686) (686) 438 ’ 438
during the year/period ' .
384,145 340,756 . 340,756

384,145

Cash and cash equivalents at 31 March

- The notes on pages 20 to 44 form part of these financial statements.
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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 limited company in England and Wales under the Companies Act 2006 (company Number: 07941521).

The company is 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. companles IS Masters
House, 107 Hammersmith Road, London, W14 0QH.

With effect from 1 April 2012, a provision 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 principal activity of the group is to hold and realise assets in accordance with the Reallsatlon 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, LaSalle Investment Management,-
Pathway Capital Management LP, Bridgepoint Advisers Il 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 ultlmately owned and controlled by the Secretary of State for the Department for Busrness
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 International 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 certain critical accountlng estimates. It also requwes management to exercise its judgement
in the process of applying the group’s accountrng pohcres :

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 issued by the
International Accounting Standards board but have not been adopted will have a material rmpact on the
financial statements :

I

These financial statements have been prepared for the year ended‘ 31 March 2014, , p
The comparatiye information is presented for the fourteen month period ended 31 March 2013.

Accounting convention

The consolidated financial statements have been prepared. under.the historical cost convention as modified by

the revaluation of financial assets and financial liabilities (including derivative financial instruments) and the
measurement of investment properties at fair value.
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These financial statements have been prepared on a going concern basis. The directors have considered the

going concern status of the group and feel that the preparation of the financial statements on a going concern
basis is not unreasonable. The directors’ are of the opinion that the group will continue as a going concern for

at least 12 months from the srgmng of the financial statemerits for the year ended 31 March 2014

Presentatlonal 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 rights. Subsidiaries are fully
consolidated from the date on which control is transfefred to the company. They are de-consolidated from the
date that control ceases. Inter-group transactions, balances and unreallsed galns and Iosses ansrng on .
transactrons between the companres are eliminated. ' o

- The company has taken advantage of the exemptlon contalned within 408 of the Companies Act 2006 notto -
present its own statement of comprehensrve income. . 4 :

\

The total net profit for the year to 31 March 2014, in the fi nancral statements of the company was £218.2 million '
(31 March 2013; £17.8 billion).

1. Accounting policies

1.1 Revenue recognition

Revenue comprises the reallsed gains on the disposal of investments generated in the ordinary course of the
group’s activities. Revenue is shown net of value-added tax. :

The group recognises revenue when the amount of revenue can be reliably measured and it is'probable that
future economic benefits will flow to the entity. :

1.2 Rental income
"Rental income from investment properties is recognised as revenue on a straight-line basis over the term of the
lease. Lease incentives granted are recognised as an mtegral part of the total rental income, over the term of
. the lease. . .
1.3 Exceptional items
Exceptronal items are those items that in the directors’ view are requrred to be separately disclosed by virtue’ of
their size or incidence to enable a full understanding of the group’s fi nancral performance
1.4 Investment Properties
In accordance with IAS 40 Investment Properties, any investment property recognised is 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 properties. The fair value, which is open market value, is updated annually by externa! = -
qualified independent valuers. Changes in fair values are recognised in the consolidated statement of

- comprehensive income and expenditure.
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1.5 Investmentin subsidiary undertak'ings

Investment in subsidiary undertakings as stated in the company’s balance sheet and in note 9 are held at cost.

1 6 Investment in joint ventures

The group accounts for its interests in Jornt ventures under the equity method of accountrng Under the equrty '
method of accounting, upon initial recognition investments in joint ventures are recognised at cost and
subsequently, post acquisition, the operating results, assets and liabilities 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 mstruments in accordance with IAS 39 Financial Instruments
Recognrtlon and Measurement as'interpreted by the FReM. -

“A financial instrument is any contract that gives rise to a financial asset of one entity and a financial Irablhty or
equity instrument of another entity. Financial assets and financial liabilities are recognised in the statement of
financial position when the group becomes a party to the contractual provisions of an instrument.

The fair value of financial instruments is determlned by reference to quoted market prices where an active
~market exists for the trade of these instruments. The fair value of financial instruments which are not traded in
an active market is determined using 'generally.accepted valuation techniques.

. Financial assets are derecognised when the rights to receive future cash flows have expired or are transferred
and the group has transferred substantlally all the risks and rewards of ownershlp Financial liabilities are
derecognised when the obllgatron is dlscharged cancelled or expires. '

Flnanclal assets

The group’s financial assets have been classuf ed |nto the following categories, whrch are determined at initial
recognltron

« Loans and receivables . _
¢ Held at fair value through profit or loss
e . Available-for-sale assets ‘

Fair value is 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 securities) are based on quoted market bid prlces at the close of tradrng on the
nearest trading day.

Loans and receivables

Loans and receivables principally comprise accrued income and short-term recelvables Grven the short-term
nature of these assets, they are carried 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 risk of changes in value
The carrying amount of these assets approxrmates their fair value.

Held at fair value through profit or Ioss

The group classifies its investments in equity securities, holdings in a quallfylng investment fund (“QIF”) and
denvatrves as financial assets at fair value through profit or loss. ‘
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Investments held at fair value through profit or loss are initially recognised at fair value. Any consequent
movement in the valuation of the investment is recognised in the consolidated statement of comprehensive
" income and expenditure. This category has two sub-categories: financial assets held for tradlng, and those
designated at fair value through profit or loss at inception.

?
(i) Financial assets held for tradmg
A financial asset is classified as held for trading if it is acquired or incurred principally for the purpose of selling
or repurchasing in the near term or if on initial recognition is part of a portfolio of identifiable financial.
investments that are managed together and for which there is evidence of a recent actual pattern of short- term
prof it taking.

(i) Financial assets desrgnated 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, -arid their performance is 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 daily closing market bid prices until the point of disposal. Where gilts are cancelled and the
company receives no consideration, the transactlon is treated as an exceptional loss on disposal in the
_consolidated statement of comprehensive income and expenditure.

The purchases and sales of investments are recognised on the trade date, which is the date on which the
group commits to purchase or sell the investment. Financial assets at fair value through profit or loss are

- initially recognised at fair value. Transaction costs are expensed as incurred in the consolldated statement of
comprehensive income and expenditure.

Subsequent to initial recognition, all financial assets held at fair value through profit or loss are measured at fair
" value. Gains and losses arising from changes in the fair value of these assets are presented in the consolldated :
statement of comprehensrve income and expendrture in the perlod in which they arise.

| Available-for-sale assets

Available-for-sale (AFS) investments are non-derivative financial assets intended to be held for an indefinite
period of time and that may be sold in response to liquidity requlrements or changes in market prices. AFS
investments are initially recognised at fair value. After initial recognrtlon these financial assets are carried at fair
value. Gains and losses arising from changes in the fair value are recognised in other comprehensive income.

- When securities classified as AFS are sold or impaired, the accumulated fair value adjustments recognised in
other comprehensive income are included in the consolidated statement of comprehensive income and
expenditure. AFS assets, held by the group, principally comprise of a number of equity mvestment vehicles,
investments in property funds and debt securities.

The unlisted securities within the private equity investment vehicles are not traded in an active market. The fair

value is determined using the latest available valuation provided by the investment managers or at cost less

any provisions for impairment when the group is unable to obtain a reliable estimate of fair value from the

investment managers. Where a valuation is not available at the reporting date, the most-recent valuation from

_ the private equity manager is used, adjusted for cash flows between the most recent valuation and the balance
sheet date.

- The fair value of the private equity mvestments are estlmated based on a variety of valuation technlques
adopted by the investment managers, that complies with the International Private Equity and Venture Capital
(PEVC) Valuation Guidelines or the valuation guidelines produced by the British Venture Capital Association
(BVCA). Valuation techniques used by the private equity investment managers include the use of earning
multiple, discounted cash flow analysrs net asset value and other valuation techniques commonly adopted by
market participants.
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.Impairments and derecognition of financial assets

. The group assesses at the end of each reporting period whether there is objective evidence that available-for-
sale assets are impaired. Evidence of impairment arises where there is observable data indicating that there is
. @ measurable decrease in the estimated future cash flows from holding fi nancual assets.

Gains and losses on AFS assets are recognlsed asa separate component of equity until the investment is
deemed to be impaired at which time the cumulative gain or loss previously reported in equity is included in the
consolidated statement of comprehensive income and expenditure. : :

Financial assets are derecognised when the rights to receive cash flows from the investments have expired or
the group has transferred subStantia’lIy all risks and rewards of ownership

When an asset is deemed to be impaired or derecogmsed the assocuated gains and Iosses are recognlsed in
the statement of comprehensnve income and expenditure.

Derlvatlve assets and Ilabllltles

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

‘Derivative assets and financial liabilities are initially measured at fair value. Subsequent to initial recognition, .all
derivative assets and liabilities are measured at fair value: Gains and losses arising from changes in the fair
value of these assets and liabilities are presented in the consolidated statement of comprehensive income and
expenditure in the period in which they arise. .

Financial liabilities

The group’s financial liabilities have been classified as other financial liabilities at initial recognition. These
comprise trade and other payables. Since these balances are expected to be settled within twelve months of -
the reporting date, there is no material difference between fair value, amortised cost and historical cost. All
other financial liabilities are measured at amortised cost, after initial recognition.

1.8 Foreign exchange

Transactions that are denominated in 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 is used. Monetary assets and liabilities 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 in the consolidated statement of comprehensive income and
expendlture

1.9 Corporation tax

BIS (Postal Services Act 2011) Company Limited, with a registered number of 07941521, is exempt from UK
corporation tax for any accounting period that begins and ends before 1 April 2015, as set out in The Postal
Services Act 2011 (Taxatlon) Regulations 2012.

1.10 Significant accounting estimates and judgements'

Other than the accounting estimates and judgements as disclosed in the accounting policies there are no other
slgnificant accounting estimates or judgements applied by management.
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1.11 'Dividende

Dividends are accounted for in the. group s financial statements in the period in whlch they are approved by the
group’s shareholders. .

112 Cnanges in accounting policy
Changes to IFRS ‘ : : o ' ‘

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 apphcatlon 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: .

e |AS 27 Separate Financial Statements requires that when a body prepares separate financial
statements, investments in subsidiaries, associates,. and jointly controlled bodies are accounted for
either at cost, or in accordance with IFRS 9 Financial Instrumerits. The Standard also deals with the
recognition of dividends, certain group reorganisations ‘and includes a number of disclosure
requirements. The standard was been endorsed by the EU in December 2012 and is effective for

. periods beginning on or after 1 January 2014. The application of this amendment is not expected to
have a material impact on the group financial statements.

e 1AS 28 Investments in Associates and Joint Ventures defines “significant influence” and provides.
guidance on how the equity method of accounting is to be applied, including exemptions from applying
the equity method in some cases. It also prescribes how investments in associates and joint ventures
should be tested for impairment. The standard was been endorsed by the EU in December 2012 and is
effective for periods beginning on or after 1 January 2014. The application of this amendment is not

_expected to have a material impact on the group financial statements.

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

e IFRS 10 Consolidated Financial Statements and IFRS 11 Joint Arrangements cover the definition of

"~ -and the accounting treatment required- for subsidiaries and jointly controlled arrangements. Both
standards were endorsed by the EU in December 2012 and are effective for periods beginning on or
after 1 January 2014. The application of these standards is not expected to have a material |mpact on
the group financial statements. :
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“Note 2 Net realised galns arising from the sale of financial assets

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

Group

Group’

For the year to
31 March 2014

For the fourteen month '
period to 31 March 2013

£'000 ~ £000°
Reailsed gains/(losses) arising from:
.............. - the sale of ﬁnahi:'ial éésets at fair value through profit or loss . (5,826)’ | 124,34?
- the sale of available-for-sale financial assets 171,357 36,377
Total ‘ ' ' 165,537 . 160,724
Note 3 Finance income
" - Group . . Group
For the year to For the fourteen month
31 March 2014 period to 31 March 2013
000 o £'000
Fmance income
- Dividend income 7,031 e 982”
...... - Interest income a‘rising from ﬁr;ahcial assets | 72.434 ) ~1 88,518 .
Finance income 197,500

79,465

_Interest income relates to recelpts arlsmg from the group’s mvestment holdlngs in bank deposﬁs gilts and

corporate bonds.

‘Note 4 Other income

Group

Group

For the year to

" 31 March 2014

For the fourteen month
period to 31 March 2013

£000 " €000
Overincome: - e
B Rental income fron; |n;/ésme;\tléropen..es- 1815538202
- Investment income derived from available-for-sale prope;;;l . 18,4;3 22061
funds’
Other Income -~ —
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Group

Group

For the year to
31 March 2014

For the fourteen month
period to 31 March 2013

£000 £000

-I-ttt;e'-s“t;tt'ej.ttt..;n-anagement ft;.és and custodian fees | 34,444 43,303
Investment property maintenance costs 2,736 5,628
Movement in provision for bad debts (255) - 338

- Bad debts written off ' 224 -
i Miscellaneous expens;s See Note 5b 4714 3,239
Total other costs 41,863 52,508

Note 5b Auditors remuneration

The figure of £4.72 million (31 March 2013:.£3.24 million) withtn Note 5a includes auditor's remuneration as
detailed below. During the year to 31. March 2014 the group obtalned the following services from-the group’s

auditor and its subsidiary undertakings:

Group Company Group Corﬁpany
For year to 31 For yearto 31 For the For the
March 2014 March 2014 fourteen month fourteen month -
- period to 31 _period to 31
March 2013 March 2013
£000 £000° £'000. £000
Audit fees 'payable by thé{com‘pany and group to the 51 51 48 48
company's auditor in respect of the audit of the
consolidated and company financial statements
Audit fees payable by the subsidiary company to the 4 - ,12 . -

auditor in respect of the audit of the subsidiary company s
financial statements

’

Note 5c Employees and directors

The directors do not receive remuneration for their services to the group.
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 comprehensnve income and expendlture are included as

follows:

"Group

Group

7

For the year to
31 March 2014

For the fourteen month
period to 31 March 2013

£000 f’OOO
Other netloss: -
Realised foreign exchange gains/(losses) t9,001) (34,283)
- Unrealised foreigh exchange gains{(losses)' . (32.445) 5,0177'
" Total gains/(losses) (91,446) (és,zss)

Included in the unrealised foreign exchange losses of £82.5 million (31 March 2013: £5.0 million gains) is £0.7

(31 March 2013: £0.4 million) of unrealised foreign exchange losses in respect of cash and cash equivalents. -

Note 7 Exceptional items

Exceptional items 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 understandlng of the group’s fi nanmal performance Exceptlonal items

comprised the followmg

.Group

Group

For the year to
31 March 2014

For the fourteen month
period to 31 March 2013

£'000

£000

Exceptional items:

° Exceptional gain arising from the assets transfer .

« . Exceptional loss arising from the cancellation of gilts =~ .

»  Exceptional loss arising from the canceliation of accrued income

(28,626,547)

10,974,865

35,580 -

Exceptional items

(17,616,102)

1

An exceptional gain of £28.63 billion arose in the fourteen month period ended 31 March 2013 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 April 2012. The gilts had maturity 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 £11.0 billion, including accrued income of £35.6
million, at the date of transfer to the DMA. This resulted in a total exceptional loss of £11.0 billion being
recognised in the consohdated statement of income and expendlture in the period to 31 March 2013.

Prior to the transfer to the DMA, there was a fair value impairment of £1,72.4 million.~

i

s -
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+ As part of the cancellation of the gilts, mcome that had accrued up to the date of the transfer was also
cancelled. This resulted in a bad debt write- “off of £35.6 million.

- Note 8 - Investment p.'roperties

?

Group _A . Company Group ‘ Company

A . o At 31 March At 31 March ' At 31 March - ‘ At 31 March
: 2014 2014 2013 : 2013 ‘

---------------------- £'006 o £'000 £’00t) .. .£;0d0
At the beginnipg‘of the period - : ’ 322,796 322,7-‘96 . . . - ' -
Transfers in Co Lo 673,777 ' 673,777 |

Additione ) ) _ T 3,310 3.310 4 768 4 768
”.Dlsposals -  (111,446) ‘ ‘ '(111,446) (362 959) (362 959) .
“Net gain arlustnd fro.m‘faﬂtr v'aldevadjru.strt\epts 50665 50,665 . ‘ 7.210 A 7,210 °

.At 31 March . . - 265,325 265,325 322,796 - 322,796

The group’s investment properties are formally valued on an annual basis by independent profeseionally
qualified valuers who hold a recognised relevant professional qualifi catlon and have recent expenence in the
Iocatlons and categories of the mvestment properties. ,

Since 1 April 2013, the net unrealised gain arising from fair value adjustments recognised in the consolidated
statement of comprehensive income and expenditure was £50.7 million (31 March 2013: £7.2 million).

During the reporting period, total income of £18.2 million (31 March 2013: £38.2 million) was generated from
the investment properties and total expenses of £2.7 million (31 March 2013: £5.6 million) in respect of the
investment properties was recognised in the consolidated statement of comprehensnve income and
expenditure. : :

Ddring the period, investment properties with a net book value of £111.5 million-(31 March 2013: £363.0
million) were disposed of, generating a gain on disposal of £19.8 million (31 March 2013: loss of £1.7 million).

At 31 March 2014, all properties generated rental income. At 31 March 2013 one property, which was valued at
£46.0 million did not generate any rental income in the reporting period. .

Note 9 Investment in subsidiary undertaking

Details of the company’s subsidiary at 31 March 2013 and 31 March 2014 is as follows:

Name of subsidiary : Place of Proportion of ownership . ) Principal activity

incorporation interest
BIS (Postal Services Act 2011) B. United Kingdom 100% Manage and hold general partner interests in .
Company Limited : ' . . . ; . limited partnerships
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Note 10 — Avai-lable-f‘or-sale' financial assets

The group has determined that the- investments in high yield debt securities, private equity investments and
property funds are to be classified as ‘available for sale fi nancual assets’ and measured at fair value in

“accordance with IAS 39.

1,795,345

2,339,786 -

" Group . Company . Group Company
At 31 March At 31 March At March At 31 March
2014 2014 2013 2013
£'000 £'000 £'000 £000
Avallable-for-sale financial assets:
Corporate bonds (at fair value) 621,810 621,810 1,029,667 1,0,29,'067
Private equity investments (at fair value) 762,229 762,229 847,518 847,518 »
Property funds (at fair value) 411,306 411,306 463,201 463,201
Total availeble-for-sale financial assets 1,795,345 1,795,345 2,339,786 2,339,786
Group Company - Group Company
At 31 March At 31 March At 31 March At 31 March
2014 . 2014 2013 : 2013
£'000 £000 " £000 £'000
Atthe beglnning of the‘year I period - 2,339,786 2,339,786 - -I
Transfers in - - ~ 6,801,017 6,793,184 -
A;iditions 179,335 179,335 137,397 137,397
Disposals (6.34.623) k634.623) {4,755,215) " (4,747,382)
Fair value adjustments .(89,153) (89,153) 156,587 156,587
At 31 March 1 ;‘795,345 2,339,786

)

During the reportmg perlod £12.5 mllllon (31 March 2013; gain of £173.1 million) of total losses due to the fair

-value adjustments of available-for-sale financial assets were recognised in other comprehensive income. £29.8

million (31 March 2013: £16.6 miilion) of fair value gains were reclassified, on derecognltlon from eqmty to the

consolidated statement of comprehensive income and expenditure.
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Note 11 Investment in joint ventures

- Annual report and financial sgatements 201314

Group Company Groub COn{pany
At 31 March At 31 March At 31 March At 31 March
' 2014 2014 - 2013 2013
7 -
£'000 - £000 £000 - £'000
......... o - : :
At the beginning of the year / period i - - - -
Transfers in - - - -
Additions - - - -
~ Share of profit - - - -
At 31 March - - - -
. At31 Mar::h 2014 Group Company -
‘ Name of dridertaklng Percentage Share of Net ‘Share of | Percentage Share of Net Share of
R . Interest Assets Profit/ Interest Assets Profit/
31 March {Loss) 31 March (Loss)
. 2014 2013 14 ‘2014 2013 14
% © £'000 £°000 - % £'000 £'000
Hermmes Factory Outlets GP *50.0 - - - - -
Limited — See *
Talke General PartnerALimited - 50.0 - - - - -
See ™ '
Total ; ; ) ) ;
" .
\
At 31 March 2013 Group Company
Name of undertaking ' Percentage Share of Net .’ 'AShare of | Percentage Share of Net Share of.
Interest Assets ‘Profit/ Interest "Assets Profit/ (Loss)
31 March (Loss) 31 December 2012 13
2013 201213 | 2012 £000
% £000 - £'600 % £'000 A
Hermes Factory Outlets GP 50.0 - - - - -
© Limited
Talke General Partner Limited 50.0 - - - - -

Total -

Ny
'

* The latest available financial information being 31 December 2012
** The latest available financial information being. 31 December 2012

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's principal activity is to hold and manage the property investments in
Hermes Factory Outlets Limited Partnership. Talke General Partner Limited's principal activity is to safeguard
and manage the property investments of Talke (Jersey) Limited Partnership.
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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
period. Therefore, no adjustment has been made to the carrylng value of the investments in joint ventures and-
these remain at £1 each at 31 December 2013.

Note 12 Trade and other receivables

Group Company ) Grou_p o Company

At 31 March At 31 March At 3t March . At 31 March
. 2014 2014 2013 . 2013
£000 . £000 . fo00 £000

Amounts falling due within one year ‘
Trade 'receiva-blesi ) . 14,909 14,909 10,555 10,555
" Bad debt provision - . ' (83) ' ’ (83) ,  (338). " (338)
Amounts duta from subsidiary cornpany . . - | - 3 7‘ - - -
' Ao(:rugd income . : ' : 18,632 - . 18,632 . 56,933 - 56,933
Prepalymenti and other receivables ' o ) A 76 76 ) 287 287

Total I ' 33,534 - 33,537 67437 | 67,437

In the perlod to 31 March 2013 trade recelvables of £133.5 million were transferred to the group by RMPP..
These were received in full during the perlod to 31 March 2013.

Accrued lncome primarily relates to accrued interest arising from the investments in corporate bonds.

Note 13 Derivative financial instruments

The group held certain foreign exchange derivatives within its residual investments portfolio. These derivatives
were originally entered into for the purpose of hedging the underlying foreign exchange risks of the investments
against USD at the portfolio ievel. These hedges were not formally.designated as hedge instruments in a
hedging relationship for the application of cash flow hedge accounting under IAS 39. Therefore, all derivatives
have been classified as financial assets or financial liabilities, held for trading, at fair value through proﬁt or loss .
" in accordance with IAS 39.
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The fair values of denvatlve financial mstruments have been dlsclosed in the consolidated statement of

financial position as follows:

At 31 March 2014

Group

Company

At 31 March 2014

At 31 March 2014

Assets Llabllltles Net Assets Liabilities Net
: Liabilities Liabilities
Fair value Fair value l;;ir value Fair value Fair trathte | Fair value
£'000 : £'000 £'000 . £'q00 . £’006 ..... £'000
curemt o £11s 1415 o 1,115 1,115
Non-currertt - - - - - -
Held for trading ﬁnanctal assets or - 1,115 1,115 - 1,115 1,115
liabilities at fair value through profit or loss e
Financial assets or liabilities designated as - - - - - -
. such upon initial recognition
At 31 March 2013 Group 'Company
At 31 March 2013 At 31 March 2013
Assets Liabilitieé Net Assets  Assets Liabilities Net
' Assets
Fairvalue Falrvalue  Fairvalue Fairvalue  Fairvaus Fairvalue
""""" g0 o0 eo00  £000  £000  £000
,“ét;rrent '''' 3,939 o 3,939 3,039 L 3939 |
Non-cuxtrent - - - A - - -
Held for trading ﬂnahcial assets or 3,939 - - 3,939 3,939 - 3,939 -

liabilities at fair value through profit or loss

Financial assets or liabilities designated as

such upon initial recognition

~ Atthe reporting date, the derivatives held by the group comprise 67 (31 March 2013; 25) individual foreign

currency forward contracts which will reach settiement between 17 July 2014 and 17 October 2014. A net

derivatives liabilities position of £1.1 million is recognised at 31 March 2014 (31 March 2013: £3.9 million asset) .

in respect of these forward contracts. As a result, a net fair value loss of £1.1 million is recognised in the -
consolidated statement of comprehensive income and expenditure in the year to 31 March 2014 (31 March
2013: £3.9 million gain). The unrealised foreign exchange movement in the consolldated statement of

comprehensnve income and expenditure is 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 receives

the fair values of the forward contracts, equating to the mark-to-market valuation of these contracts, at the date
of maturity. The total net cash outflow for foreign currency forward contracts in the year to 31 March 2014 was
£2 .4 million (31 March 2013: £33.7 million). -
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A maturlty analysis is presented below to show the remalnlng contractual maturities of the fi nancual assets or
liabilities arising from the foreign currency forward contracts at the reportmg date:

31 March 2014

Group

¥

Company

At 31 March 2014

At 31 March 2014

_ Assets Llabilltieé‘ Net Assets _ Liabilites -~ Net
(Receiving) (Paylng) (Receiving) (Paying) .
Fair value Fair value ) Fair value ¢ Fair value Fair value ) Fair value
£'000 " £'000 ~ £000 £000  £000 ' £000
1— 30 days - - - - - - ‘ -
More than 120 days - 1,115 1,115 - 1,115" 1,115
Total - 1,115 - 1,115 - _ 1,115 1,115
31 March 2013 Group ‘Company
At 31 March 2013 . At 31 March 2013
Assets Liabilities Net Assets - Liabilities Net
(Receiving) (Paying) (Receiving) (Paying)
Fair value Fair value Fair value Fair value Fair value Fair value
- | £°000 £000 ~ £'000 £'000 £'000 £'000
'.‘1 -30 days . 2,539 - B 2,539 ) 2,539 - ,2'539'
Morethan120dsys 1400 - 140 1400 - 1a00
Total 3,939 . 3,939 3,91‘;9 - 3,939

The liquidity risk is monitored on an ongoing basis by management to ensure that there are sufficient resources
. available to meet any ongoing liabilities. The board of directors is satisfied that the group is 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 Ilqwdlty risk in respect of the settiement of the derlvatlve contracts.

Credlt risk

The maximum exposure in respect of derivative contracts at the reporting date is £1 2 mllllon (31 March 201 3
£39 mllllon) which is equal to the carrylng amount of the derivative liabilities. :
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Note 14'Financial assets at fair \}alue thfough profit or loss

The financial assets held at fair value through profit or loss include equity shares and investments held within a
qualifying investment fund (QIF). All of these financial instruments are classified as financial assets held for
trading. In accordance with I1AS 38, all fi nancual assets held at fair value through profit or loss were classified as
held for trading on transfer in.

Group and company Group and company
At 31 March 2014 - At 31 March 2613
£'000 - . £000

MFi‘r‘vancl‘a‘I massets : T - ‘ o ' : ' . )

' At the beglnnlng of the year/ perlod ' ’ - 525,693 . -
Transfers in ' o . : - ' ! ' 7,970,184
Additions : ' S 1 ' _ 209,833
Disposals =~ : . (501,274) . 4 - (7,448,361)
Fair value adjustments - ) . v V (7,01>7) K (205,963_) »
At 31.March 2014 o , o - 18,679 ¢ 525603
Note 15 Cash and cash equivalents

.Group Company Group  Company
At31 At 31 A3 Atz
March 2014 March 2014 March 2013 ° March 2013
‘ £'000 £000 _  £000  £000-

.-éésh and cash' equivalents held at commercial banké : ' 84,132 - ~84 182 ) 44846 44846

-Ca.sh and cash equivalents held by the Government .Ba.nking Service (GBS) 299,963 - 289,963 295910 295,910
Total . ' ' o , - 384,145.  384,145° 340,756 340,756

At 31 March 2014 £60.2 million (31 March 2013: £16. 6 m||I|on) of cash and cash equivalents held by the group
is denominated in USD. Since the group uses GBP as its reporting currency, it is exposed to foreign currency
exchange rate movement. Management estimates that a shift of +/-5% in the USD/GBP foreign exchange rate
would not be deemed unreasonable and would result’in an unrealised foreign exchange gain or loss of £2.9
million (31 March 2013: £0.8 million) being recogmsed in the consolidated statement of income and
expenditure.

At 31 March 2014, £11.2 million (31 March 2013: £16.0 million) of cash and cash equivalents held by the group
is denominated in EUR. Since the group uses GBP as its reporting currency, it is 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 £0.5
million (31 March 2013: £0.8 million) being recognised in the consolldated statement of income and
expenditure.
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Note 16 Trade and other payables

Group Company A Group Company

At 31 March At 31 March At 31 March At 31 March

2014 2014 2013 2013

£o00 £000 £000 . £000

Amounts falling due vtlithin one year — h '
Trade payables . f 4052 4,052 4201 4,291
AA,mounts payable to subsidiary undertakings . - ' - oo : 6,547
Aocruedexnenses and defetred income o 7,528 ! 7,523 ) 9,465 9,453
VAT payable : ) - - . ' 726 - 726
Total ‘ S | 11,580 11,575 ‘ 14,482 21,017

In the perlod to 31 March 2013 trade payables of £13 0 million were transferred to the group by RMPP. These
- were paid in full during the penod to 31 March 2013.

4

Note 17 FlnanC|aI mstruments

Note 17(a) Financial risk factore

Financial risk management

* The group’s activities expose it to a variety of financial risks. The group’s overall risk management programme
seeks to minimise on-going exposure to financial risks by disposing of assets as promptly as reasonably .
practlcable whllst achlevmg value for money for the taxpayer.

- The day-to-day management of financial risks is carried out by the investment managers under policies
approved by the group’s management team. The management team provides written principles for overall risk
management, as well as specific instructions covering the manner in WhICh different classes of assets should
be realised to meet its objectives. :

Market risk

The group is exposed to market risk, ‘primarily related to foreign currency exchange rates interest rates and
price risks. To manage the exposure to market risk, the group actively seeks to dispose of any liquid and
volatile assets as promptly as reasonably practicable whilst achieving value for money for the taxpayer.

i. Forelgn exchange risk

The group uses GBP as its reporting currency. As a result, the group is exposed to foreign currency exchange
rate movements. The primary foreign exchange risks 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 American 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 2014. The analysis is 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 variables held.
constant. Management estimates that a movement in the foreign exchange rates of +/- 5% would not be
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A

unreasonable, having fegards to the historical volatility of those rates. The increase or decrease in the net
assets arises primarily from a change in the fair value of USD and EUR denominated unquoted equity of the
. private equity portfolio and fixed interest securities that are classified as available-for-sale financial assets.

Group . o Reasonable " Impact on Impact on

movement in net assets - net assets
rate _ :
At 31 March 2014 At 31 March 2013 .
* Currency % - © £000, £1000
US dollar denominated monetary assets ’ +/-'5% . +/- 53,363 . +/- 65,770
» tEuro denominated monetary assets +/- 5% ‘ ' +/- 20,935 - +/- 26,982
i Price risk

The group’s strategy for managing price risk principally focuses on the disposal of highly volatile and liquid
assets as promptly as possible whilst realising value for money for the taxpayer. During the financial pericd, the
group continued to actively dispose of its investments, where practicable, to minimise its on-going exposure to
price risk. The residual investments at 31°March 2014 were predominantly comprised of less liquid and highly
diversified investments, |ncIud|ng investments in private equity mvestment vehicles, high yield debt securities
and property funds.

The sensmwty analysus beIow has been determined based on the exposure to each material price risk at the
' repomng date. X
The group'’s prlvate equity portfolio is primarily composed of investments in European and North American
unquoted shares. During the year the group recognised a market value gain on its private equity portfolio-of
£28.9 million (31 March 2013: £46.0 million). If the valuation had been 5% higher/lower, the total value would
have increased/decreased by £1.4 million (31 March 2013 £1.0 million), with the movement being recognised
in other comprehensive income. - .

* The fair value movement of debt securities is driven by the fluctuations in market interest rates. The fair value
interest risk is further discussed below. The price risk on the mvestments in property funds is not expected to
be material. .

~The performence of investments held by the group is monitored by ‘management on a monthly basis.
i Interest rate risk

Interest rate risk arises from the effects of fluctuations in the prevailing levels of market interest rates on the fair
value of financial assets and future cash ﬂows The group holds fixed interest securities that expose the group
to fair value interest rate risk. The group also holds ﬂoatlng rate securities that are exposed to cash flow interest
rate risk. :

The group's principle risk management strategy is to manage the fair value risk by holding the high yield debt
securities until maturity. At 31 March 2014, the high yield debt securities were valued at £62.0 million (31
March 2013: £1.0 billion). Of this 82% are fixed interest debt securities (31 March 2013: 75%). The remaining
18% are floating interest debt securities (31 March 2013: 25%). For the floating interest debt securities, if the
interest rate had been 50 basis points higher/lower, with all other things being constant, the interest income
earned would be £0.7 million higher/lower (31 March 2013: £0.3 million) and the fair value recognised would
have been £0.1 million hlgherllower (31 March 2013: £0.3 million).

Interest rate risk is not expected to have a S|gn|ﬁcant impact on-cash flows. A

37



BIS (Postal Services Act 2011) Company Limited Annual report and financial statements 2013-14

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 is exposed to credit rlsk which is the rlsk that one party to a financial instrument WI|| cause a
financial loss for the other party by failing to discharge an obligation. The ma|n concentration to which the group
" is exposed arises from the group’s mvestments in debt securities.

As at 31 March 2014, the group held a mixed quality of debt securities. The mvestments in high yield bonds
were initially 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 is exposed to the counterparty. credit risk on its high
yield debt securities. Based on historic rates of market defaults, a 2% to 4% default rate within the existing yield
debt securities portfolio would not be unexpected. The valuation of the high yield bond, as shown in the
Consolidated Financial Position and associated notes, reflect the value of the high yield bonds after the default
rate has been taken into consideration. To manage the risk of loss, the investments are broadly diversified.
There are specific parameters for the holding of the debt securities within particular sectors and also a limit on
individual holdings as a percentage of the total portfolio. The mvestment managers also have significant
expertise in managing the risk of default

The anaIyS|s below summarises the credlt quallty of the group s hlgh yleld debt portfolio as at 31 March 2014

Credit rating ' At 31 March 2014 At 31 March 2013
' : ' : £'000 - £'000

ld

Group I

Available-for-sale debt securltles

B- rating or higher ‘ ' . 298138 : " 490,711

CCC rating or lower . | ' . 323,672 538,989
Total o _ 621,810 . 1,029,700,
. Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting its obligations associated with financial -
liabilities. The liquidity risk is monitored on an ongoing basis to ensure that there are sufficient resources
available to meet any ongoing liabilities. The group is a Government-backed entity. In addition, the board of
directors are satisfied that it has sufficient certainty over future cash inflows from the mvestments held and that
the group was not therefore exposed to any significant liquidity risk.

9
in addition, cash flow is momtored on an ongoing basis to ensure there are suffi cient cash balances to pay any
ongoing operational costs or commitments in respect of uncalled capital amounts payable to prlvate equity
investment managers, as-and when they fall due .
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Note 17(b) Fair value estimation

~ The table below analyses fi nancial instruments carried at fair value, by valuation method The different Ievels
~ have been defined as follows

. Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1). :
Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
. directly (that is, as prices) or indirectly (that is, derived from prices) (Level 2). '
® Inputs for the asset or liability that are not based on observable market data (that is, unobservable
inputs) (Level 3). - . _

The following table presents the group’s assets and liabilities that are measu'red at fair value at 31 March 2014.

Group ' : : . Level1 Level 2 Level3 Total

£000 £°000 £'000 £000

Assets’

Financial assets at fair value through profit or loss

- Trading securltles : : o . 17 942 , 737 - 18,679
”A\Nlailab-le-for-sale assets 621 810". -11735351,795,345
Total assets | © eem2 73 17355 1814024

Level 1. Level 2 . Level 3 Total -
£'000 £'000 ~;’000 o £000
Liabilities

Financial assets at fair value through profit or loss

. . Derivatives : , ; (1.115) . (1,115)

Total liabilities ; ' ) Ce. (1,115) - ‘ - (1,115)

The following table presents the group’s assets and liabilities that are measured at fair value at 31 March 2013.’

Group o _ " Level1  Level2 Level 3 Total

£000 £'000 £000 £000

Financial assets at fair value throu.gti profit or loss

- Derivatives - . S . 39 . - 3,939
- Trading securities , o 39702 ;;5 st . . 525683
Aviilableforsateassets 1020700 - 1310085 2339786
Totalassets - . tgesasz 4890 1310086 2869418
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The fair value of financial instruments traded in active markets is based.on quoted market prices at the balance
sheet date. A market is 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 price used for
financial assets held by the group is the current bid price. These instruments are included in Level 1.
Instruments included in_ Level 1 comprise primarily listed equrty and debt investments classified-as trading
securltres or available for sale. . :

The fair value of fi nancial instruments that are not traded.in an active market (for example, over-the-counter.”
derivatives) is determined by using valuation techniques. These valuation techniques maximise the use of
observable market data where it is available and rely as little as possible on entity specific estimates. If all
slgnlf icant inputs required to fair value an mstrument are observable, the instrument is mcluded in Level 2.

If one or mare of the srgmﬁcant inputs is not based on observable market data, the instrument is included in
Level 3. .

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

. The fair value of interest rate swaps is calculated as the present value of the estlmated future cash flows
based on observable yield curves.

. The fair 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.’

" The following table presents the movement in Level 3 instruments for the period ended 31 March 2014 by class
of financial instrument:

Group A Private equity Property Total
. : : ’ investments funds :
£'000 £000 . £'000
At the beginning of the period : , ' 846,885 463201 1,310,086

Transfers into Level 3 . ' - - -

Additions - - ' .. 56902 561 57,463
Dlsposals . ' : - (170,434) (63.044)  (223,478)
Net changes in falr value : ‘ A - ) 28,876 588 20,464

At 31 March 2014 . 762,229 411,306 1,173,535
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The following tabie presents the movement in Level 3 mstruments for the period ended 31 March 2013 by class

of financial instrument:

" Property

4,795,345

" .Group Private equity . Total
investments funds '

£000 £000  £000

At the beginning of the period . - .

: Traﬁsfe_rs into Level 3 855,029 51§,492 1,373,521
Additions 81,104 10,133 91,237 '
Dlsposals . ‘ L : (135,495) '(65,752)  (201,247)
Net changesmfalrvalue ) 46,246 | - 329 46,575,
At 31 March 2013 846;884 ) 463,202 ‘1,310,086~
Note 17(c) Financial instruments by category
31 March 2014
Group ’ Loans; and _ Assets atfair  Available-for-sale ' thal

receivables value through

profit or loss

) "£'000 . £'000 £'000 £'000
Assefs as per balance sheet . . . -
Avéilablé-fbr—sale financial éssets - - 1,795,345 1,795,345 .
Trade and other receivables | 33,534 - - 33,634
Financial assets at fair‘value through profit or loss ’ . A ‘ 18,679 - 18 679
Cash and cash equivalents 384,145‘ - - “ 384, 145”
Total - 417,679 18,679 2,231,703
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31 March 2013

Group : Loans and Assets at fair  Available-for-sale . Total
) ’ . receivables value through :
' profit or loss

Cpoo0 000 £000 . £000
Asse; as pé;-s-a';;nce sull;eé; -

M;\;;-Jilable-for-s;;;ﬁnancial assets . - - - - 2,339,786 42,339,786 ’

) Derivative financial instruments  - ¢ 3,939 ' B ' : 3,93§
Trade an& other receivables = | 67,437 o ' - - 67,437
Einancial assets at fair value throdgh profit 6r loss - - . - 525,693 '_ - | . 525,693

""Cash and cash equivalents , o o - 340,756 oo - ",‘ . 340,756
Total o ' , . aos1e3 529,632 2339786 3,277,611

‘Note 18 Income tax expense

T . .
For the year to 31 March . For the fourteen month
2014 perioq to 31 March 2013 ‘
£000 ~ £'000

Profit before tax L I _ meer © i77s233

Taxon proﬁt at23% (31 March 2013 — 24%) ’ . 48,683 4 4,260,561
Items not chargeable to UK corporation tax - ' ' . (50,575) (2,81 1 ,3i é)

-- Income not taxable - - ; : | ) ‘ L ) o (1,4.55,2;?4) '
Expensés'allowéble for tax purposes . ' - : : ‘ 1,892 o 3,979 ‘
Tax expense for the period o - ' - ' .

/

. BIS (Postal Services Act 201 1) Company Limited is exempt from UK ciorporation tax for any accounting period '
" that begins and ends before 1 April 2015, as set out in The Postal Services Act 2011 (Taxation) Regulations
2012. BIS (Postal Services Act 2011) B Company Limited is not exempt from UK corporation tax.

At 31 March 2014 there is £nil (31 March 2013: £nil) corporation tax payable. There are £634,355 (31 March
2013: £626,130) of unused tax losses available to carry forward against taxable profits generated from the
- same trade. ) :
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Group and company

~ Group and company

At 31 March 2014

At 31 March 2013

Number of

Numiber of Ordinéry shares Ordinary shares
shares shares .
£'000 -£'000
Allotted
1 allogted, called up and unpaid share of £1 ' 1 ' - - 1 -

At 31 March - . 1 . . 1 -

At the date of mcorporatlon one share was issued at par W|th a nominal value of £1. The £1 remains unpald at
31 March 2014,

Note 20 Contingent liabilities
The group has_no contingent liabilities at the date of the consolidated statement of financiall position.

| Note 21 Commitments

At 31 March 2014, the group.and company had contractual obligations in respect of repair, maintenance or
- enhancement of the investments propertles of £nil (31 March 2013: £4.8 million). These amounts are due in
. less than one year

1

The group and company are required to fulfil capital contributions in respect of the private equity funds and
property funds classified within the available-for-sale financial instruments. At 31 March 2014, the total ,
unfunded commitment was £158.6 million (31 March 2013:.£197.8 mllllon) which is payable on demand W|th no
set date for repayment. .

Note 22 Ultimate controlling party

The ultimate controlling party for the group is the Secretary of State for the Department for Busmess Inﬁovatlon
and Skills. These group financial statements are consolidated within the Department for Business, Innovation
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 obligation to reimburse ‘excess cash’ to its

. immediate parent company BIS. A total cash remittance of £1.3 billion was paid to BIS durlng the period to 31

_ March 2014 (31 March 2013: £14.3 b||||on) :

During the year, the group reimbursed BIS £nil for costs paid by BIS oh behalf of the group (31 March 2013:
£0.6 million). At the year end there was £nil owed to/from the group to BIS (31 March 2013: £nil).

During the year, the company paid costs totalling £nil on behalf of its subsidiary undertaking, BIS (Postal

. Services Act 2011) B Company Limited (31 March 2013: £0.1 million). At 31 March 2014, the company was
owed £0.1 million by its subsidiary undertaking (31 March 2013: £6.6 million). This primarily relates to any

. receipts of praceeds or payments of expenses by the company on behalf of the subsidiary undertaking.
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The following transactions with governmental bodies occurred during the fourteen month period to 31 March
2013. The UK Debt Management Office (‘DMQ”) is an executive agency of HM Treasury and is responsible for
the management of the Government’s debt on its behalf. Within the DMO is the Debt Management Account
(“DMA”) which records all the DMQ’s issuance 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
value as required by the National Loans Act 1968. The gilts had a market value of £11.0 billion including
accrued income of £35.6 million at the date of transfer to the DMA. Total interest i income of £96.9 million, -in
respect of the gilts, was lncluded in the consolidated statement of comprehensive income and expenditure for
the period to 31 March 2013. There were no such transactlons with government bodies in the year to 31 March
2014. :

Note 24 Even’ts after the reporting period

: There were no matenal events since the end of the fi nanCIaI perlod that may significantly affect the fi nan0|al
- performance or posntlon of the reportmg entlty

’
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