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Post Office Management Services Limited

Strategic Report

The Directors present their strategic report for the 52 week period ended 26 March 2017.

Business Review
The profit for the period after taxation is £6,125,000 (2015: £1,234,000).

The company was incorporated on 25 March 2013 and is a wholly owned subsidiary of Post Office Limited. The
company was dormant until 17 December 2014 when it started trading. These financial statements have been
prepared for the 52 week period from 28 March 2016 to 26 March 2017. The comparative period is the 69 week
period ended 27 March 2016. The financial statements are prepared in accordance with FRS 101- Reduced
Disclosure Framework and the company has taken advantage of the disclosure exemptions allowed under this
standard.

The company’s key financial performance indicators during the period were:

Mar 2017 Mar 2016

£000 £000

Turnover 43,020 32,256
Operating profit 8,043 2,423
Profit for the year before tax 7,656 2,068
Net current assets 5,868 6,248
Shareholder’s equity 57,359 51,234

Turnover consists of commission earned from sales and renewals of general insurance and life insurance products,
principally travel, motor, home and life insurance products.

During the period, the company derived commission income from sales of travel insurance, general insurance and
life insurance products. Turnover from travel insurance in the period to 26 March 2017 of £12,547,000 was 21%
less than anticipated in internal budgets, due to difficult trading conditions, particularly in the key summer period.
The other insurance lines have also been impacted by trading conditions, but to a lesser extent, with turnover 4%
less than anticipated in internal budgets.

Operating profit in the period of £8,043,000 was a £5,620,000 increase on the profits in the comparative 69 week
period ended 27 Match 2016. This increase was due to the impact of annualising the business acquisition made on
30 September 2015, together with an underlying increase in sales volumes and successful cost control.

Net current assets at 26 March 2017 of £5,868,000 consists principally of cash offset by amounts due to Post Office
Limited for commissions payable to it on insurance income, accrued income and expenditure in relation to normal
trading of the business. ‘

The company does not hold Client Money.

Shareholder’s equity at 26 March 2017, consists of retained profits after tax generated in the period of £6,125,000
and £50,000,000 of ordinary share capital.



Post Office Management Services Limited

Strategic Report (continued)

Principal risks and uncertainties

Post Office Management Services Limited has established a Risk Management Framework to identify, assess and
mitigate the risks faced across all areas of the business. Supported by the Risk Management Policy and operating
within the Risk Appetite set by the Board, the control environment provides the tools and processes to manage risk
within the business.

The Board has established an audit, risk and compliance committee that meets quarterly and which evaluates the
management of key risks against the company’s risk appetite. The principal risks and uncertainties facing the
company are broadly grouped as financial, strategic, operational, and legal & regulatory.

Financial risk

Underperformance in income: The company faces both opportunities and threats to income. The retail insurance
markets that it operates in are competitive and cyclical, either of which factors can have a significant impact on
income. Whilst these trends have been built into business planning, the company’s cost base is not fully variable
and as a result significant, sustained reductions in margins could adversely impact the company’s commercial
sustainability. These risks are mitigated by regular formal review of business performance.

Strategic risk

Customer segmentation: Customer needs are changing at a rapid pace. There is a risk that the company fails to
successfully understand the needs of its chosen customer segments and that as a result it does not meet those
needs in the design and distribution of products. The company mitigates this risk by performing customer research
and regular review of customer feedback. Product governance is in place to ensure product design and changes are
assessed to meet the needs of customers.

Business plans: The shareholder has its own objectives to achieve sustainability whilst delivering its public
purpose. There is a risk that any further investment required from the shareholder by the company to enact its
business plans is not agreed. This risk is mitigated by regular meetings with the shareholder’s senior management
and presentation of performance, plans and strategy to the shareholder’s Directors.

Operational risk

IT development programmes: During the year the company has developed and implemented an IT operating
platform that enables it to develop, commission and administer new and existing insurance products. Failure of, or
significant delay in implementation of this programme would have resulted in operational failures which would have
adversely impacted the delivery of services to customers. It would also have brought the risk of increased costs
and damage to the company’s reputation with suppliers and its shareholder. The company migrated these risks
through governance frameworks, regular review and on-going project management activity and will continue to
take this approach as the system is implemented across other business lines.

Information security and data protection: There is a risk that data protection breaches result in loss of data or loss
of protection, potentially leading to significant reputational damage to the company and fines. To mitigate this, the
company has in place an information and data control framework which reports any exceptions to the Directors.

Legal and regulatory risk

Compliance with regulatory obligations: The company has obligations to meet certain financial, operational, control
and oversight standards as a requirement of regulation by the Financial Conduct Authority. Failing to meet those
obligations creates the risk of customer detriment, reputational damage, fines and, ultimately, suspension or
removal of the company’s authorisation to trade. These risks are mitigated by a robust compliance framework
which reports regularly to the company’s senior management, its audit, risk and compliance committee and its
Directors for action.

Customer Risk: The company acknowledges there is a risk inherent with operating in a retail environment,
providing transactional services to customers. This risk is mitigated by ensuring needs based conversations and
oversight of sales practices takes place in face to face channels.

Appointed Representative: The company has responsibility for the regulated insurance sales activity of its
Appointed Representative, Post Office Limited. This includes oversight of the Post Office Limited’s physical
distribution network of over 11,650 branches. There is a risk that Post Office Limited is unable to deliver first-line
oversight to the company’s satisfaction, which if unresolved would lead to the company being required to withdraw
the relevant product or products from the affected distribution channel. This risk is mitigated by the review and
monitoring of regulated activity and receiving regular conduct risk reporting from the Appointed Representative.




Post Office Management Services Limited

Directors’ Report

Directors of the company

The current Directors are shown below.
S D Ashton

A H Bowe

R ] Clarkson

N L A Kennett

J E MaclLeod

C C Stuart (resigned 20 July 2017)

S J Parr (appointed 20 July 2017)

Dividends
The Directors do not recommend a dividend.

Future developments

The company intends to continue operating in the area of general and life insurance intermediation, with a focus on
continuing to meet customer needs and increasing operational efficiency.

Going concern .
The company’s business activities, together with the factors likely to affect its future development, its financial
position, financial risk management and its exposures to price, credit, liquidity and cash flow risk are described in
the Strategic Report on pages 3 to 4.

After analysis of the financial resources available and cash flow projections for the company, the Directors have
concluded that it is appropriate that the financial statements have been prepared on a going concern basis.

Events since the balance sheet date

There have been no significant events after the reporting period.

Auditor
The auditor, Ernst & Young LLP, is deemed to be reappointed under section 487(2_) of the Companies Act 2006.

Directors’ statement as to disclosure of information to auditors
The Directors who were members of the Board at the time of approving the Directors’ report are listed on page 2.

The Directors confirm that, so far as they are aware, there is no relevant audit information of which the auditor is
unaware and that each Director has taken all reasonable steps to make themselves aware of any relevant audit
information and to establish that the auditor is aware of that information.

By order of the board

)

J E MaclLeod

Secretary

Post Office Management Services Limited
(company number 8459718)

20 Finsbury Street

London

17t October 2017



Post Office Management Services Limited

Statement of Directors’ responsibilities

The Directors are responsible for preparing the Strategic Report, Directors’ Report and the financial statements in
accordance with applicable UK law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law the Directors
have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards and applicable law). Under company law the Directors must not approve
the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the company
and of the profit or loss for that period.

In preparing those financial statements, the Directors are required to:

. select suitable accounting policies and then apply them consistently;
. make judgements and estimates that are reasonable and prudent; and
. state whether applicable UK Accounting Standards have been followed, subject to any material

departures disclosed and explained in the financial statements;

. prepare the financial statements on a going concern basis, unless they consider that to be
inappropriate.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company'’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible for
safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of fraud
and other irregularities.
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Independent auditor’s réport to the members of Post Office Management Services Limited

We have audited the financial statements of Post Office Management Services Limited for the 52 weeks ended 26 March 2017
which comprise Income Statement and Statement of Other Comprehensive Income, the Balance Sheet, the Statement of Changes
in Equity and the related notes 1 to 19. The financial reporting framework that has been applied in their preparation is applicable
law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including FRS 101
“Reduced Disclosure Framework”.

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act
2006. Our audit work has been undertaken so that we might state to the company’s members those matters we are required
to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the company and the company’s members as a body, for our audit work, for this
report, or for the opinions we have formed.

Respective responsibilities of Directors and auditor

As explained more fully in the Directors’ Responsibilities Statement set out on page 6, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view. Our responsibility is to audit
and express an opinion on the financial statements in accordance with applicable law and International Standards on Auditing
(UK and Ireland). Those standards require us to comply with the Auditing Practices Board’s Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give reasonable
assurance that the financial statements are free from material misstatement, whether caused by fraud or error. This includes an
assessment of: whether the accounting policies are appropriate to the 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, we read all the financial and non-financial information in the Report and
Financial Statements 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 us in the course of
performing the audit. If we become aware of any apparent material misstatements or inconsistencies we consider the implications
for our report.

Opinion on financial statements

In our opinion the financial statements:
¢ give a true and fair view of the state of the company’s affairs as at 26 March 2017 and of its profit
for the 52 week period then ended;
e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, including Financial Reporting Standard 101 ‘Reduced Disclosure Framework’; and
e« have been prepared in accordance with the requirements of the Companies Act 2006.

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

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

o the Strategic Report and the Directors’ Report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

In light of the kﬁowledge and understanding of the Company and its environment obtained in the course of the audit, we have
identified no material misstatements in the Strategic Report or Directors’ Report.
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if, in
our opinion:
e adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or

e the financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of Directors’ remuneration specified by law are not made; or

we have not received all the information and explanations we require for our audit.

€VV1)‘) ¢ Toun LLJD,

Peter Mclver (Senior statyt auditor)

for and on behalf of Ernst'® Young LLP, Statutory Auditor
London

17th October 2017



Post Office Management Services Limited

Income statement
for the 52 week period ended 26 March 2017 and the 69 week period ended 27 March 2016

Mar 2017 Mar 2016

Notes £000 £000
Turnover ' 2 43,020 32,256
Administrative expenses (3,738) (2,157)
Other operating expenses (31,239) (24,284)
Operating profit before exceptional items 3 8,043 5,815
Operating exceptional items 5 - (3,392)
Operating profit : 8,043 2,423
Interest receivable and similar income 8 26 3
Interest payable and similar cost 8 (413) (358)
Profit on ordinary activities before taxation 7,656 2,068
Taxation expense 9 (1,531) (834)
Profit for the financial period ’ 6,125 1,234




Post Office Management Services Limited

Statement of other comprehensive income

for the 52 week period ended 26 March 2017 and the 69 week period ended 27 March 2016

Mar 2017 Mar 2016

Notes £000 £000

Profit for the financial period 6,125 1,234
Other comprehensive income not to be reclassified to profit or loss in

future periods - -

Total comprehensive income for the period 6,125 1,234




Post Office Management Services Limited

Balance sheet
at 26 March 2017 and 27 March 2016

Mar 2017 Mar 2016

Notes £000 £000
Non-current assets
Intangible assets . 10 52,196 45,789
Total non-current assets ' 52,196 45,789
Current assets o
Trade receivables 1,692 1,374
Amounts owed by group undertakings - 202
Other debtors 151 142
Prepayments and éccrued income 11 3,120 2,536
Deferred tax asset 9 4 3
Cash at bank and in hand 12 13,441 14,576
Total current assets 18,408 18,833
Total assets 70,604 64,622
Creditors: amounts falling due within one year '
Trade creditors (782) (738)
Amounts owed to group undertakings 13 (3,578) (6,641)
OtHer creditors (1,525) (1,082)
Accruals (5,869) (3,433)
Provisions 14 (786) (691)
Total amounts falling due within one year (12,540) (12,585)
Net current assets . 5,868 ‘ 6,248
Total assets less current liabilities 58,064 52,037
Creditors: amounts falling due after more than one year
Amounts owed to group undertakings 13 (500) (500)
Provisions 14 (205) (303)
Total amounts falling due after more than one year (705) (803)
Net assets 57,359 51,234
Capital and reserves
Share capital 16 50,000 50,000
Retained earnings 7,359 ‘ 1,234
Total equity 57,359 51,234

The financial statements on pages § 19 were approved by the Board of Directors on 17t October 2017

and signed on its behalf by:

cial Officer

10



Post Office Management Services Limited

Statement of changes in equity

for the 52 week period ended 26 March 2017 and the 69 week period ended 27 March 2016

Share Share Retained Total

capital premium earnings equity

Notes £000 £000 £000 £000

At 28 March 2016 50,000 - 1,234 51,234
Profit for the period - - 6,125 6,125
Shares issued ~ - - -
At 26 March 2017 50,000 - 7,359 57,359
Share Share Retained Total

. capital premium earnings equity

Notes £000 £000 £000 £000

At 1 December 2014 - - - -
Profit for the period - - 1,234 1,234
Shares issued 50,000 - - 50,000
50,000 - 1,234 51,234

At 27 March 2016

11



Post Office Management Services Limited

Notes to the financial statements

1. Accounting Policies

Financial period
The current financial period ended on the last Sunday in March and for this reason these financial statements are
made up to the 52 weeks ended 26 March 2017 (2015: 69 weeks ended 27 March 2016).

Basis of preparation

The financial statements of Post Office Management Services Limited (the “company”) for the period ended 26
March 2017 were authorised for issue by the Board of Directors on 17t October 2017 and the Balance Sheet was
signed on the Board’s behalf by N L A Kennett and S ] Parr. Post Office Management Services Limited is
incorporated and domiciled in England and Wales.

The financial statements on pages 8 to 19 have been prepared in accordance with Financial Reporting Standard
101 Reduced Disclosure Framework (FRS 101) and in accordance with applicable accounting standards. Where
applicable, the company has followed the accounting policies of the Post Office Group. Unless otherwise stated in
the accounting policies below, the financial statements have been prepared under the historic cost accounting
convention.

The company has used a true and fair view override in respect of the non-amortisation of goodwill. The UK
Companies Act requires goodwill to be reduced by provisions for depreciation on a systematic basis over a period
chosen by the Directors, its useful economic lifée. However, under IFRS 3 Business Combinations goodwill is not
amortised. Consequently, the company does not amortise goodwill, but reviews it for impairment on an annual
basis or whenever there are indicators of impairment. The company is therefore invoking a “true and fair view
override” to overcome the prohibition on the non-amortisation of goodwill in the Companies Act.

The financial statements are presented in Sterling and all values are rounded to the nearest thousand pounds
(£000) except where otherwise indicated.

The company has taken advantage of the following disclosure exemptions under FRS 101:
(a) The requirements of paragraphs 62, B64(d), B64(e), B64(g), B64(h), B64(j) to B64(m), B64(n)(ii), B64(0)(ii),
B64(p), B64(q)(ii), B66 and B67 of IFRS 3 Business Combinations
(b) The requirements of IFRS 7 Financial Instruments: Disciosures
(c) The requirement in paragraph 38 of IAS 1 Presentation of Financial Statements to present comparative
information in respect of:
(i) paragraph 79(a)(iv) of IAS 1,
(ii) paragraph 118(e) of IAS 38 intangible Assets
(d) The requirements of IAS 7 Statement of Cash Flows

(e) The requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors

(f) The requirements of paragraphs 10(d), 10(f), 16, 38A, 38B, 38C, 38D, 40A, 40B, 40C, 40D, 111 and
134 to 136 of IAS 1 Presentation of Financial Statements

(g) The requirements of paragraphs 17 and 18A of IAS 24 Related Party Disclosures

(h) The requirements in IAS 24 Related Party Disclosures to disclose related party transactions entered into
between two or more members of a group, provided that any subsidiary which is a party to the
transaction is wholly owned by such a member -

(i) The requirements of paragraphs 130(f)(ii), 130(f)(iii), 134(d) to 134(f) and 135(c) to 135(e) of IAS 36
Impairment of Assets, provided that equivalent disclosures are included in the consolidated financial
statements of the group in which the entity is consolidated.

Going concern

The company’s business activities, together with the factors likely to affect its future development, its financial
position, financial risk management and its exposures to price, credit, liquidity and cash flow risk are described
in the Strategic Report on pages 3 to 4.

After analysis of the financial resources available and cash flow projections for the company, the Directors have
concluded that it is appropriate that the financial statements have been prepared on a going concern basis.

Critical accounting estimates and judgements in applying accounting policies
The preparation of financial statements requires management to make judgements, estimates and assumptions
that affect the amounts reported for assets and liabilities as at the balance sheet date and the amounts reported

12



Post Office Management Services Limited

for revenues and expenses during the year. However, the nature of estimation means that actual outcomes could
differ from those estimates. The following judgements (apart from those involving estimates) have had the most
significant effect on amounts recognised in the financial statements.

Operating exceptional items

Operating exceptional items (disclosed in note 5) are items of expenditure arising from the operations of the
business which, due to the nature of the events giving rise to them, require separate presentation on the face of
the income statement to allow a better understanding of financial performance in the year, in comparison to prior
years. Items classified within here will be material either because of size or nature and will be non-recurring. This
separate reporting of exceptional items helps to provide a better picture of the company’s underlying performance.

Development costs

Development costs are capitalised in accordance with the accounting policy given below. Initial capitalisation of
costs is based on management’s judgement that technological and economic feasibility is confirmed, usually when
a product development project has reached a defined milestone according to an established project management
model. In determining the amounts to be capitalised management makes assumptions regarding the expected
future cash generation of the assets, discount rates to be applied and the expected period of benefits. At 26 March
2017, the carrying amount of capitalised software development costs was £8,296,000 (2015: £1,889,000).

Intangible assets

Intangible assets acquired separately or generated internally are initially recognised at cost and are reviewed for
impairment. An impairment loss is recognised in the income statement for the amount by which the carrying value
of the asset exceeds its recoverable amount, which is the higher of an asset’s net realisable value and its value in

use.

Amortisation of intangible assets with finite lives is charged annually to the income statement on a straight-line
basis as follows.

Software _ 3 years

The amortisation period and the amortisation method for an intangible asset with a finite useful life are reviewed
at least at the end of each reporting period. Changes in the expected useful life or the expected pattern of
consumption of future economic benefits embodied in the asset are considered to modify the amortisation period
or method, as appropriate, and are treated as changes in accounting estimates.

POMS considers the need to impair assets on the basis of whether or not indicators of impairment exists. POMS is
profit making and cash flow positive, and is forecast to continue to be so in its 5 year plan. Hence there are no
indicators that would lead POMS to impair these intangible assets and POMS will amortise them over a period of
3 years.

Goodwill
Goodwill is initially recognised at cost, being the excess of the aggregate of the consideration transferred and the
amount recognised for non-controlling interests, and any previous interest held, over the net identifiable assets

acquired and liabilities assumed.

After initial recognition, goodwill is recognised at cost less any accumulated impairment losses. Goodwill is tested
for impairment annually as well as when there are any indicators of impairment.

Turnover

POMS Turnover comprises the value of services provided from the principle activities in providing insurance
intermediary services through its network of Post Office branches across the UK, online and contact centre
channels. Turnover comprises commissions received from provision of the intermediary services excluding taxes.

Turnover is also earned from profit share arrangements with a number of commercial partners. Where the value
of the profit share cannot be reliably measured, and neither is it guaranteed, the revenue is recognised in the
period when the profit share is confirmed.

Taxation
The charge for current income tax is based on the results for the year as adjusted for items which are not taxed
or are disallowed. It is calculated using tax rates in legislation that has been enacted or substantively enacted by

the balance sheet date.

13
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Deferred income tax assets and liabilities are recognised for all taxable and deductible temporary differences and
unused tax assets and losses except:

- initial recognition of goodwill

- the initial recognition of an asset or liability in a transaction that is not a business combination and, at the time
of the transaction, affects neither the accounting profit nor taxable profit and loss

- taxable temporary differences associated with investments in subsidiaries and interest in joint ventures, where
the timing of the reversal of the temporary difference can be controlled and it is probable that the temporary
difference will not reverse in the foreseeable future and

- deferred tax assets are recognised only to the extent that it is probable that taxable profit will be available
against which they can be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the
tax asset is realised or the liability is settled, based on tax rates that have been substantively enacted at the
balance sheet date. Deferred tax balances are not discounted.

Current and deferred tax is recognised in the income statement, except to the extent that it relates to items
recognised in other comprehensive income or directly to equity. In this case, the tax is also recognised in other
comprehensive income or directly in equity, respectively. Further details on deferred tax can be found in note 9
to the financial statements.

Pensions and other post-retirement benefits

Post Office Limited operates a defined contribution pension scheme, for which employees of Post Office
Management Services are eligible. Contributions are charged to operating profit, as part of staff costs, in the
period to which the contributions relate.

Provisions

The company has recognised provisions where a present legal or constructive obligation exists as a result of a
past event, where it is probable that an outflow of resources will be required to settle the obligation and a
reliable estimate of the amount can be made. Provisions are detailed in note 14. Due to the nature of provisions
the future amount settled may be different from the amount that has been provided.

Trade creditors
Trade creditors are obligations to pay invoices received from suppliers for goods and services that have been

acquired in the ordinary course of business.

Other creditors
Other creditors includes obligations to pay third parties, for whom the company acts as agent, the balance of
Insurance premium tax and Net premium fees that have been received on their behalf.

Financial instruments
The classification of financial instruments included on the balance sheet is set out below:

Financial assets
Financial assets are classified into the following categories: at fair value through the income statement, loans and

receivables, and available for sale as appropriate based on the purpose for which they were required. Financial
liabilities are classified as either fair value through the income statement or as ﬁnanC|aI liabilities measured at

amortised cost.

Financial liabilities — interest-bearing loans and borrowings
All loans and borrowings are classified as financial liabilities measured at amortised cost.

Derecognition of financial instruments

A financial asset or liability is derecognised when the contract that gives rise to it is settled sold, cancelled or
expires.

2. Turnover

Turnover recognised in the income statement represents commission earned in the UK only from the rendering of
insurance intermediary services.

14
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3. Operating profit before exceptional items

Operating profit before exceptional items is stated after charging:

Mar 2017 Mar 2016
£000 £000
Amortisation of intangible assets 178 34

4. Auditors remuneration

The company paid the following amounts to its auditors in respect of the audit of the financial statements and for

other services provided to the company.

Mar 2017 Mar 2016

£000 £000

Audit of the financial statements 60 70

Audit related assurance services 45 -

5. Operating exceptional items

Mar 2017 Mar 2016

£000 £000
Acquisition related costs - 1,292
Business acquisition related costs incurred by parent company - 2,100
Total operating exceptional items : - 3,392

Acquisition related costs include legal, regulatory and system related expenses to ensure that the company could

operate the business upon completion of the acquisition.

6. Staff costs and numbers

Mar 2017 Mar 2016
£000 £000
Wages and salaries 2,766 1,726
Social security costs 427 127
Other pension costs : 134 46
Total staff costs 3,327 1,899
Period end employees Average employees
Mar 2017 Mar 2016 Mar 2017 Mar 2016
Total employees 41 31 36 11
7. Directors’ emoluments
The Directors received the following emoluments:
Mar 2017 Mar 2016
£000 £000
Emoluments, excluding pension contributions 471 212

Contributions to pension schemes -

15



The highest paid Director received the following emoluments:

Post Office Management Services Limited

Emoluments, excluding pension contributions

company contributions to pension schemes

Mar 2017 Mar 2016
£000 £000
371 134

Emoluments are paid by the company in respect of three Directors. Since the remaining directors provide services
to the company as well as Post Office Limited, the parent company, it is not possible to prorate their remuneration
to the company. The total amount of remuneration paid in year ended 26 March 2017 to the remaining directors
is £1,024,000, which also includes remuneration for the services provided to parent company.

8. Interest receivable and interest payable

Mar 2017 Mar 2016
£000 £000
Interest receivable 26 3
Interest Payable and charges
Bank charges (390) (335)
Interest payable on loans (23) (23)
Total (387) (355)
9. Taxation
(a) Taxation gains recognised in the period
: Mar 2017 Mar 2016
£000 £000
Corporation tax debit for year 1,532 837
Current tax 1,532 837
Deferred tax credit relating to the origin and reversal of temporary differences (1) (3)
Income tax debit reported in the income statement 1,531 834

(b) Factors affecting current tax credit on profit on ordinary activities
The tax assessed for the year differs from the standard rate of corporation tax in the UK of 20%. The differences

are explained below:

Mar 2017 Mar 2016
£000 £000
Profit on ordinary activities before tax 7,656 2,068
Profit on ordinary activities multiplied by the standard rate of corporation tax
the UK of 20% 1,532 414
Non-deductible expenses - 420
Provision deductible when incurred (1) -
Income tax debit reported in the income statement 1,531 834

(c) Deferred tax

Deferred tax assets relate to the following:
Balance sheet

Income statement

Mar 2017 Mar 2016 Mar 2017 Mar 2016
£000 £000 £000 £000
Pensions temporary differences 4 3 1 3
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Total deferred tax asset 4

Income statement -

(d) Factors that may affect future tax charges

The main rate of corporation tax was reduced to 20% with effect from 01 April 2015. The rate will reduce further
to 19% from 01 April 2017 and to 17% from 01 April 2020. This rate reduction was substantively enacted on 06
September 2016, therefore deferred tax has been recognised at 17%.

10. Intangible assets

Software Goodwill Total

£000 £000 £000
Cost
At 27 March 2016 1,923 43,900 45,823
Additions 6,585 ; 6,585
Disposals ) ) )
At 26 March 2017 8,508 43,900 52,408
Amortisation and impairment
At 27 March 2016 34 ) 34
Amortisation and impairment (see note 3) 178 _ 178
Disposals } B )
At 27 March 2016 212 ) 512
Net book value
At 26 March 2017 8,296 43,900 52,196
At 27 March 2016 1,889 43,900 45,789

Goodwill relates to the acquisition from Post Office Limited of its former insurance contractual arrangement with

the Bank of Ireland.

The company performed goodwill impairment test taking into account the latest view of income projections, timing
and certainty of benefits. Based on the analysis of all the relevant factors, there is no foreseeable limit to the
period over which goodwill is expected to generate net cash inflows for the entity.

11. Prepayments and accrued income

Mar 2017 Mar 2016

£000 £000
Accrued income 2,999 2,495
Prepayments 121 41
Total prepayments and accrued income 3,120 2,536

12. Cash at bank and in hand

Mar 2017 Mar 2016

£000 £000
Cash at bank 11,229 12,763
Fiduciary cash balances held on behalf of insurance third parties 2,212 1,813
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Total cash at bank and in hand 13,441 14,576

The fiduciary cash balances held on behalf of insurance third parties are held in trust and cannot be called upon
should the company become insolvent.

13. Amounts owed to group undertakings

Mar 2017 Mar 2016

£000 £000
Amounts owed to parent company falling due within one year 3,578 6,641
Amounts owed to parent company faliling due after more than one year 500 500
Total amounts owed to group undertakings 4 4,078 7,141

Amounts owed to Post Office Limited (POL) falling due within one year include commissions paid to POL on sale
and renewal of Insurance products sold through POL's distribution channels and charges paid to POL for services
provided by POL to POMS as per the Master Services Agreement.

Amounts owed to POL falling due after more than one year represent an interest bearing, subordinated loan.
Interest is payable at 4%+Bank of England Base rate. POMS utilises the subordinated loan amount to comply with
FCA’s Capital Resource Requirements. Subordinated loan ranks below other loans with regards to claims on the
company's assets or earnings. There is no specific repayment date in the loan agreement. POMS has agreed with
POL not to repay the loan in the next 12 months.

14. Provisions

Total

_ £000

At 27 March 2016 994

Charged in operating costs 1,795

Utilisation (1,798)

At 26 March 2017 991
Disclosed as:

Current 786

Non - current 205

991

The provision relates to the repayment of commission received in the event of the cancellation of insurance policies
and repayment of higher commission received for direct mail activity. It is expected that the costs will be incurred
during the exercise period up to March 2021.

15. Pensions

Post Office Limited operates a Defined Contribution pension scheme called Post Office Pension Plan for which
employees of the company are eligible. The charge in the income statement for the defined contribution scheme
was £134,000 (2015: £46,000) during the year. There is a waiting period of one year before new entrants can
join the Pension Plan. However staff that transferred from Post Office Limited’s former insurance joint undertaking
with the Bank of Ireland on 30 September 2015 were enrolled from their first day of employment.
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16. Called up share capital

Mar 2017 Mar 2016
£ £

Authorised
Ordinary shares of £1 each 50,000,000 50,000,000
Ordinary shares of £100 each 100 100
Total 50,000,100 50,000,100
Allotted and issued and fully paid I
Ordinary shares of £1 each 50,000,000 50,000,000
Allotted and issued
Ordinary shares of £100 each 100 100
Total 50,000,100 50,000,100

17. Commitments

The Capital commitments contracted for but not provided in the financial statements amount to £nil (2015:
£36,000).

18. Immediate and ultimate parent company

Post Office Limited are the parent company and own 100% of the share capital in the company. At 26 March
2017, the Directors regarded Postal Services Holding company Limited as the ultimate parent company. The
largest group to consolidate the results of the company is Post Office Limited, a company registered in the United
Kingdom. Postal Services Holding company Limited financial statements can be obtained from Finsbury Dials, 20
Finsbury Street, EC2Y 9AQ.

19. Post balance sheet events

There were no significant events after the reporting period.
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