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Falkland Islands Company Limited
Annual report and financial statements
31 Marcir 2018

Strategic report

Business review

In the Falklands the economy was supported by its traditional sources of revenue from squid fishing and tourism.
Both sectors remained buoyant in the year with an increased illex squid catch in April / May 2017 and a further
uplift in the number of cruise passengers visiting the Islands.

In_the absence of any direct oil stimulus, overall consumer demand was relatively flat year on year but good
progress was made in FIC’s retail business through a focus on increased supply chain efficiency, improved buying
and enhancing the sales mix. The other key area of improvement was in house building where the continued
provision of subsidised housing plots from the Falklands govemment saw housing sales reach record levels, with 22
houses being completed in the financial year (2017: 17).

5

FIC Key Performance Indicators and Operational Drivers

Year ended 31 March 2014 2015 2016 2017 2018
Staff Numbers (FTE 31 March) 165 184 172 151 146
Capital Expenditure £'000 2,715 2,598 1,229 -578 389
Retail Sales growth % -4.8% 3.0% 1.3% - -5.5% +0.6%
Number of FIC rental properties 36 50* 50* - 5)* 49+
Average occupancy during the year 82% 93% 93% 81% 89%
Number of vehicles sold 79 76 110 77 77
Number of 3" party houses soid 8 16 12 17 22
illex squid catch in tonnes (000's) 183.0 364.0 235.2 30.4 75.5
Cruise ship passengers (000’s) 39.5 50.0 56.5 55.6 57.5

Principal risks and uncertainties

FIC provides a wide range of services to the local economy in the Falkland Islands, including retailing, wholesaling
and distribution, financial services, insurance services, vehicle sale and hire, shipping services, port services and
construction, including house building.

The company provides support to vessels fishing in and around the Falklands® waters and the results for each year
can be significantly affected by the squid catch each year. ’

N

Risks faced by the company include the following:

1. While considered by the Directors to be the market leader in a number of its business activities, FIC

~* benefits from the commercial disciplines of competition from local entrepreneurs in many of the sectors in
which it operators, however if not reviewed regularly competition risk, would lead to a loss of market
share,
Technological failures, a sustained system failure would result in lost sales, and an inability to operate.
The delay or failure of oil extraction from the Falklands’ waters;
Potential failure to manage the brand name. Proper brand management results in loya! customers, a failure
to manage this would result in a loss of trust from our customers and loss of market share

5. Regulatory or legal compliance, failure to comply with the regulations in the Falklands, would result in

reputational damage, potential fines and consequential litigation.
6. Salary inflations led by the Falklands government and general competition risk

oW




Strategic report (continued)

Results and dividends
The profit for the year after taxation was £339,000 (20/7: £83.000).

The directors do not recommend the payment of a final dividend.

On behalf of the board

Falkland Islands Company Limited
Annual report and financial statements
31 March 2018

Dated: (1<- .. QA{) ' . ' &
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Directors’ report

The directors present their report and the audited financial statements for the year ended 31 March 2018,

. Activities

The principal activities of the company are distribution, shipping services, including port agency and general
retailing in the Falkland Islands.

Donations

The company made charitable donations amounting to £17,000 (2017: £11,000).

Directors

The directors who served the company during the year and to the date of this report are as follows:

R Sawle

KlJ Ironside

JG McManus (resigned 30 November 2017)

JL Foster

EL Rowland (resigned 2 May 2017)

TFrancis . (appointed 1 June 2017)

DA Casey ~ {(appointed 30 November 2017)

RA Smith (appointed 26 February 2018) ’ -
SJH Knipe (appointed 24 May 2018)

Disclosure of information to auditor

The direclors who held office at the date of approval of this directors’ report confirm that, so far as they are each .
aware, there is no relevant audit information of which the company’s auditor is unaware; and each director has taken
all the steps that he ought 1o have taken as a director to make himself aware of any relevant nudnt information and to
establish that the company’s auditor is aware of that information. .

Directors’ indemnity

Certain directors benefited from qualifying third party indemnity provisions in place during the financial year and at
the date of this report.

Auditor

Pursuant to Section 487 of the Companies Act 2006, the auditors will be deemed to be reappointed and KPMG LLP
will therefore continue in office.
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Statement of directors’ responsibilities in respect of the annual report and the
financial statements -

The directors are responsible for preparing the Directors’ Report, the Strategic Report and the financial statements in
accordance with applicable law and regulations. ‘
Company law requires the directors to prepare financial statements for each financial year. Under that law they

have elected to prepare the financial statements in accordance with UK accounting standards and applicable law
(UK Generally Accepted Accounting Practice), including FRS 101 Reduced Disclosure Framework.

Under company law the directors must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs of the company and of the profit or loss of the company for that period. In
preparing these financial statements. the directors are required to:

» select suitable accounting policies and then apply them consistently:
1
o make judgements and estimates that are reasonable and prudent;

e state whether applicable UK accounting standards have been followed, subject to any material departures
disclosed and explained in the financial statements;

e assess the company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern; and

o use the going concern basis of accounting unless they either intend to liquidate the company or to cease
operations, or have no realistic alternative but to do so.

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 responsible for
such internal control as they determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error, and have general responsibility for taking such steps as
are reasonably open to them to safeguard the assets of the company and to prevent and detect fraud and other

irregularities. -




Kbl

Independent auditor’s report to the members of Falkland Islands Company Limited

Opinion

We have audited the financial statements of Falkland Islands Company Limited (“the company”) for the year ended
31 March 2018 which comprise the profit and loss account and other comprehensive income, the balance sheet, the
statement of changes in equity and related notes, including the accounting policies in note 1.

In our opinion the financial statements:

e pive a true and fair view of the state of the company’s affairs as at 31 March 2018 and of its profit for the year
then ended;

» have been properly prepared in accordance with UK accounting standords, including FRS 101 Reduced
Disclosure Framework; and

e have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and applicable

_law. Our responsibilities are described below. We have fulfilled our ethical responsibilities under, and are
independent of the company in accordance with, UK ethical requirements including the FRC Ethical Standard. We
believe that the audit evidence we have obtained is a sufficient and appropriate basis for our opinion,

Going concern

We are required to report to you if we have concluded that the use of the going concern basis of accounting is
inappropriate or there is an undisclosed material uncertainty that may cast significant doubt over the use of that basis
for a period of at least twelve months from the date of approval of the financial statements. We have nothing to
report in these respects.

Strategic report and directors’ report

The directors are responsible for the strategic report and the directors® report. Our opinion on the financial
statements does not cover those reports and we do not express an audit opinion thereon.

Our responsibility is to read the strategic report and the directors’ report and, in doing so, consider whether, based
on our financial statements audit work, the information therein is materially misstated or inconsistent with the
financial statements or our audit knowledge. Based solely on that work:

s we have not identified material misstatements in the strategic report and the directors’ report;

¢ in our opinion the information given in those reports for the financial year is consistent with the financial
statements; and

» in our opinion those reports have been prepared in accordance with the Companies Act 2006.
Matters on which we are required to report by excéption
Under the Companies Act 2006 we are required to report to you if, in our opinion:

¢ 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
o centain 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.

We have nothing to report in these respects.
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Independent auditor’s report to the members of Falkland Islands Company Limited
(continued)

Directors’ responsibilities

As explained more fully in their statement set out on page S, the directors are responsible for: the preparation of the
financial statements and for being satisfied that they give a true and fair view; such internal control as they
determine is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error; assessing the company’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern; and using the going concemn basis of accounting unless they either
intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue our opinion in an auditor’s report. Reasonable
assurance is a high level of assurance, but does not guarantee that an audit conducted in accordance with [SAs (UK)
will ahways detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of the financial statements.

A fuller description of our responsibilities is provided on the Financial Reporting Council’s website at
www.frc.org.uk/auditorsresponsibilities.

The purpose of our audit work and to whom we owe our responsibilities

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.

Craig Parkin (Senior Statutory Auditor) o 2]
' {
Dated 2‘ ﬂy% Ve g

Jor and on behalf of KPMG LLP, Statutory Auditor AR 4
Chartered Accountants ’ ]
St Nicholas House
Park Row
Nottingham

‘NGI 6FQ




Falkland Islands Company Limited
Annual report and financial statements
31 March 2018

Profit and loss account and other comprehensive income
Jor the year ended 31 March 2018 .

Note 2018 2017
£000 £000

Turnover 2 17,762 - 17,313
Cost of sales (12,570) (12,233)
Gross profit ' 5192 5,080
Consumer finance income . 3 306 236
Administrative expenses (4,982) (5,006)
Operating profit . 4 516 - 3o
Interest payable and similar expenses 7 (75) (G2}
Pr"oﬁt before taxation ‘ 441 . 217
Tax on profit 8 (102) (134)
Profit for the financial year ‘ 339 83
Other comprehensive income
ltems that will not be reclassified to profit or loss
Re-measurement of the net defined benefit liability ' 117 (366)
Deferred tax on the re-measurement of the net defined benefit liability 30) 95
Other comprehensive income / (expense) for the year ' 87 (271H)
Total comprehensive income / (expense) for the yea r . 426 (188)

In both the current and prior year, the company made no material acquisitions and had no discontinued operations,
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Balance sheet

at 31 March 2018
Note 2018 2017

£000 ~ £000 £000 . £000
Fixed assets :
Intangible assets 9 37 37
Tangible assets 10 6,815 7.469
Investment property 11 3328 3,006
Investments in joint ventures 12 50 50 .
Hire purchase debtor receivable in more than one /4 634 763
year

10,864 11,325

Current assets - :
Stocks 13 3,497 4,276
Debtors : ' 14 3,079 3514
Cash at bank and in hand ' 2,187 1.400

8,763 9,190
Creditors: amounts falling due within one year 15 (15,170) (16,502)
Net current liabilities (6,407) (7,312)
Total assets less current liabilities 4,457 4,013
Non-current liabilities v
Creditors due in more than one year 16 33) , (33)
Deferred tax liability ' 17 (1,156) (1,030)
Pension liability 18 (2,101) (2.209)
Net assets 1,167 741
Capital and reserves
Called up share capital 19 897 897
Profit and loss account 270 (156)
Shareholders® funds 1,167 741

" These financial statements were approved by the board of directors on (Lq . g“-«[’ ‘ ' 2 .. and were signed on

its behalf by: .

Company registered number: 74300




Statement of changes in equity

Balance at | April 2016
Total comprehensive income for the year

Profit for the year after tax
Other comprehensive income

Total comprehensive income for the year

Balance at 31 March 2017

Balance at | April 2017

Total comprehensive income for the year
Profit for the year afier tax
Other comprehensive income

v

Total comprehensive income for the year

Balance at 31 March 2018

'

Falkland Islands Company Limited
Annual report and financial statements

Called up Profit
share and loss
capital account
£000 £000
897 32

- 83 -
- (27D
- (188)
897 (156)
Called up Profit
share and loss
capital account
£000 £000
897 (156)
- 339
- 87
- 426
897 270

31 March 20

Total
Equity
£000

929

83

18

27

(188)

741

Total
Equity
£000

741

339

426

1,167
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Notes
(forming part of the financial statements)

1 Accounting policies

Falkland Islands Company Limited (the “Company”) is a company limited by shares and incorporated and
domiciled in England, UK. The registered number is 74300 and the registered address is Kenburgh Court, 133-137
South Street, Bishap's Stortford, Hertfordshire, CM23 3HX. All its trading activities take place in the Falkland
Islands and during the year the Company employed 159 staff in the Islands. The Company is a leading local
. company and pays employment taxes and corporation taxes exclusively in the Falkland Islands, to the local tax

authorities in Stanley.

The Company is exempt by virtue of 5400 of the Companies Act 2006 from the requirement to prepare group
financial statements. These financial statements present information about the Company as an individual
undertaking and not about its group. :

These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced Disclosure .

Framework ("FRS 101"},

In prepnrmg these financial statements, the Company applies the recognition, measurement and disclosure
requirements of International Financial Reporting Standards as adopted by the EU (“Adopted IFRSs™), but makes
amendments where necessary in order to comply with Companies Act 2006 and has set out below where advantage

of the FRS 101 disclosure exemptions has been taken.

The Company’s ultimate parent undertaking, FIH group plc includes the Company in its consolidated financial
statements. The consolidated financial statements of FIH group plc are prepared in accordance with International
Financial Reporting Standards and are available to the public and may be obtained from FIH group plc, Kenburgh
Court, 133-137 South Street, Bishops Stortford, Hertfordshire, CM23 3HX.

In these financial statements, the company has applied the exemptions available under FRS 101 in respect of the
following disclosures. . -

e aCash Flow Statement and related notes;

o Disclosures in respect of capital management;

e The effects of new but not yet effective IFRSs;

e Disclosures in respect of the compensation of Key Management Personnel; and

e Disclosures of transactions with a management entity that provides key management personnel services to the
company.

As the consolidated financial statements of FIH group plc include the equivalent disclosures, the Company has also

taken the exemptions under FRS 101 available in respect of the following disclosures:

"o IFRS 2 Share Based Puyments in respect of group settled share based payments; (

e Certain disclosures required by IAS 36 fmpairment of assets in respect of the 1mpmrment of goodwill and
indefinite life intangible assets;

e  Cenrtain disclosures required by IFRS 3 Business Combinations in respect of business combinations undertaken
. by the Company in the current and prior periods including the comparative period reconciliation for goodwill;

and
s Certain disclosures required by IFRS 13 Fair Value Measurement and the disclosures required by IFRS 7.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods
presented in these financial statements.

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

note 22.

11
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Notes (continued)

1. Accounting policies (continued)

1.1 Measurement convention

The financial statements are prepared on the historical cost basis.

1.2, Going concern

The financial statements have been prepared on the going concern basis, notwithstanding net current liabilities of
£6,407,000 (2017: £7,312,000) which the directors believe to be appropriate for the following reasons. The
company is dependent on support provided to it by FIH group plc, its ultimate parent undertaking. FIH group plc
has provided the company with an undertaking that it will continue to support the company for at least twelve
months from the date of approval of these financial statements. As with any company placing reliance on other
entities for financial support, the directors acknowledge that there can be no certainty that this support will continue
although, at the date of approval of these financial statements they have no reason to believe that it will not do so.

L3. ' Foreign currency

Transactions in foreign currencies are translated to the Company’s functional currencies at the foreign exchange rate
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are retranslated to the functional currency at the foreign exchange rate ruling at that date. Non-monetary
assets and liabilities that are measured in terms of historical cost in a foreign currency are translated using the
exchange rate at the date of the transaction. Non-monetary assets and liabilities denominated in foreign currencies
that are stated at fair value are retranslated to the functional currency at foreign exchange rates ruling at the dates the
fair value was determined. Foreign exchange differences arising on translation are recognised in the profit and loss.

1.4.  Classification of financial instruments issued by the Company

Following the adoption of IAS 32, financial instruments issued by the Company are treated as equity only to the
extent that they meet the following two conditions: '

(a) they include no contractual obligations upon the company to deliver cash or other financial assets or to
exchange financial assets or financial liabilities with another party under conditions that are potentially

unfavourable to the company; and

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

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

1 Accounting policies (continued)
LS. Non-derivative financial instruments

Non-derivative financial instruments comprise investments in equity and debt securities, trade and other debtors,
cash and cash equivalents, loans and borrowings, and trade and other creditors.

Trade and other debrors

Trade and other debtors are recognised initially at fair value. Subsequent to initial recognition they are measured at
amortised cost using the effective interest method, less any impairment losses. -

Trade and other creditors

Trade and other creditors are recognised initially at fair value. Subsequent to initial recognition they are measured
at amortised cost using the effective interest method.

Investments

The investment in the jointly controlled entity is carried at cost less impairment.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on demand
and form an integral part of the Company’s cash management are included as a component of cash and cash
equivalents for the purpose only of the cash flow statement.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to
initial recognition, interest-bearing borrowings are stated at amortised cost using the effective interest method, less

any impairment losses.

1.6. Tangible ficed assets

Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses.

Where parts of an item of tangible fixed assets have different useful lives, they are accounted for as separate items
of tangible fixed assets.

Depreciation is charged to the profit and loss account on a straight-line basis over the estimated useful lives of each
part of an item of tangible fixed assets. Land is not depreciated. The estimated usefu! lives are as follows:

Freehold buildings 2-5% per annum
Long leasehold Jand and buildings 2% per annum
Vehicles, plant and equipment 10-25% per annum

Depreciation methods, useful lives and residual values are reviewed at each balance sheet date.
L7. Intangible assets, goodwill and negative goodwill

Goodwill

Goodwill is stated at cost less any accumulated impairment losses. Goodwill is allocated to cash-generating units. 1
is not amortised but is tested annually for impairment. This is not in accordance with The Large and Medium-sized
Companies and Groups (Accounts and Reports) Regulations 2008 which requires that all goodwill be amortised.
The directors consider that this would fail to give a true and fair view of the profit for the year and that the economic
measure of performance in any period is properly made by reference only to any impairment that may have arisen:
It is not practicable 1o quantify the effect on the financial statements of this departure.

13




Falkiand Islands Company Limited
Annual report and financial statements
3! March 2018

Notes (continued)

1 Accounting policies (continued)

1.8. Stocks

Stocks are stated at the lower of cost and niet realisable value. Cost is based on the weighted average principte and
includes expenditure incurred in acquiring the stocks, production or conversion costs and other costs in bringing
them to their existing location and condition. In the case of manufactured stocks and work in progress, cost includes
an appropriate share of overheads based on normal operating capacity.

1.9. Imipairment excluding stocks, investment properties and deferred tax assets
Financial assets (including trade and other debtors) .

A financial asset nol carried at fair value through profit or loss is assessed at each reporting date to determine
whether there is objective evidence that it is impaired. A financial asset is impaired if objective evidence indicates
that a loss event has occurred after the initial recognition of the asset, and that the loss event had a negative effect on
the estimated future cash flows of that asset that can be estimated reliably.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between
its carrying amount and the present value of the estimated future cash flows discounted at the asset’s original
effective interest rate. For financial instruments measured at cost less impairment, an impairment is calculated as the
difference between its carrying amount and the best estimate of the amount that the Company would receive for the
asset if it were to be sold at the reporting date. Interest on the impaired asset continues to be recognised through the
unwinding of the discount. When a subsequent event causes the amount of impairment loss to decrease, the decrease
in impairment loss is reversed through profit or loss.

Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than investment property, stocks and deferred
tax assets, are reviewed at each reporting date to determine whether there is any indication of impairment. If any
such indication exists, then the asset’s recoverable amount is estimated. For goodwill and intangible assets that have
indefinite useful lives or that are not yet available for use, the recoverable amount is estimated each year at the same

time.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less
costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the
assel. For the purpose of impairment testing, assets that cannot be tested individually are grouped together into the
smallest group of assets that generates cash inflows from continuing use that are largely independent of the cash
inflows of other assets or groups of assets (the “cash-generating unit”). The goodwill acquired in a business
combination, for the purpose of impairment testing, is allocated to cash-generating units, or (“*CGU™). Subject to an
operating segment ceiling test, for the purposes of goodwill impairment testing, CGUs to which goodwill has been
allocated are aggregated so that the level at which impairment is tested reflects the lowest level at which goodwill is
monitored for internal reporting purposes. Goodwill acquired in a business combination is allocated to groups of
CGUs that are expected to benefit from the synergies of the combination.

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable
amount. Impairment losses are recognised in profit or loss. Impairment losses recognised in respect of CGUs are
allocated first to reduce the camrying amount of any goodwill allocated to the units, and then to reduce the carrying
amounts of the other assets in the unit (group of units) on a pro rata basis.

In respect of other assets, impairment losses recognised in prior periods are assessed at each reporting date for any
indications that the loss has decreased or no longer exists. An impairment loss is reversed if there has been a change
in the estimates used to determine the recoverable amount. An impairment loss is reversed only to the extent that the
assel’s carrying amount does not exceed the carrying amount that would have been determined, net of depreciation
or amortisation, if no impairment loss had been recognised.

14
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Notes (continued)

1 Accounting policies (continued)
1.10.  Employee benefits

Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which the company pays fixed contributions
into a separate entity and will have no legal or constructive obligation to pay further amounts. Obligations for
contributions to defined contribution pension plans are recognised as an expense in the profit and loss account in the

periods during which services are rendered by employees.

Defined benefit plans

A defined benefit.plan is a post-employment benefit plan other than a defined contribution plan. The Company has
one unfunded defined benefit pension scheme, which was closed to new members in 1988, and then to further
accrual in 2007. The Company's net obligation in respect of this defined benefit pension scheme is calculated by
estimating the amount of future benefit that employees have eamed in return for their services in prior periods,
discounted to determine the present value of the future benefit. The Company determines the net interest on the net
defined benefit liability for the period by applying the discount rate used to measure the defined benefit obligation at
the beginning of the annual period to the net defined benefit liability. The discount rate is the yield at the reporting
date on bonds that have a credit rating of at least AA, that have maturity dates approximating the terms of the
Company’s obligations and that are denominated in the currency in which the benefits are expected to be paid.

Re-measurements arising on the defined benefit scheme comprises actuarial gains and losses, and the effect of the
asset ceiling (if any, excluding interest). The Company recognises these actuarial gains and losses immediately in
other comprehensive income and all other expenses related to defined benefit plans in employee benefit expenses in
profit or loss. When the benefits of the plan have been changed, the portion of the changed benefit related to past
service by employees, or the gain or loss on curtailment, is recognised immediately in profit or loss when the plan

amendment or curtailment occurs.

The calculation of the defined benefit obligations is performed by a qualified actuary using the projected unit credit

method. When the calculation results in a benefit to the Company, the recognised asset is limited to the present

value of benefits available in the form of any future refunds from the plan or reductions in future contributions and
- takes into account the adverse effect of any minimum funding requirements.

Short-term benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related
service is provided. A liability is recognised for the amount expected to be paid if the Company has a present legal
or constructive obligation to pay this amount as a result of past service provided by the employee and the obligation

can be estimated reliably.

Share-based payment transactions

Share-based payment arrangements in which the Company receives goods or services as consideration for equity
instruments in its parent company are accounted for as equity-settled share-based payment transactions, regardiess
of how the equity instruments are obtained by the Company.

The grant date fair value of share-based payments awards granted to employees is recognised as an employee
expense, with a corresponding increase in equity, over the period in which the employees become unconditionally
entitled to the awards. The fair value of the awards granted is measured using an option valuation model, taking into
account the terms and conditions upon which the awards were granted. The amount recognised as an expense is
adjusted to reflect the actual number of awards for which the related service and non-market vesting conditions are
expected to be met, such that the amount ultimately recognised as an expense is based on the number of awards that do
meel the related service and non-market performance conditions at the vesting date. For share-based payment awards
with non-vesting conditions, the grant date fair value of the share-based payment is measured to reflect such conditions
and there is no true-up for differences between expected and actual outcomes. Where the Company grants rights to its
parent’s equity instruments to employees of its own subsidiaries, the Company accounts for these share-based
payments as equity-settled. It recognises, in its individual financial statements, an expense in the profit and loss

account, with a corresponding credit in equity.

1s
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Notes (continued)

1 Accounting policies (continued)

L.11. Provisions

A provision is recognised in the balance sheet when the Company has a present legal or constructive obligation as a
result of a past event, that can be reliably measured and it is probable that an outflow of economic benefits will be
required to settle the obligation. Provisions are determined by discounting the expected future cash flows at a pre-tax

rate that reflects risks specific to the liability.

L12 Turnover

Tumnover represents the amounts invoiced 1o customers in the ordinary course of business for goods and services
provided, including to fellow subsidiaries of FIH group plc, exclusive of value added tax.

Tumover from sale of goods is recognised at the point of sale or dispatch. Revenue from property sales is recognised
on completion. Tumover also includes proceeds from property rental income, insurance commissions, revenues
billed for shipping and agency activities and port services.

1.13.  Expenses

Iuterest receivable and Interest payable

Interest payable and similar charges include interest payable, finance charges on shares classified as liabilities and
finance leases recognised in profit or loss using the effective interest method, unwinding of the discount on
provisions, and net foreign exchange losses that are recognised in the profit and loss account (see foreign currency
accounting policy). Borrowing costs that are directly attributable to the acquisition, construction or production of an
asset that takes a substantial time to be prepared for use, are capitalised as part of the cost of that asset. Other interest
receivable and similar income include interest receivable on funds invested and net foreign exchange gains.

Interest income and interest payable is recognised in profit or loss as it accrues, using the effective interest method.
Dividend income is recognised in the profit and loss account on the date the entity’s right to receive payments is -
established. Foreign currency gains and losses are reported on a net basis.

L14. Taxation -

Tax on the profit or loss for the year comprises cusrent and deferred tax. Tax is recognised in the profit and loss
account except to the extent that it relfates to items recognised direcily in equity or other comprehensive income, in
which case it is recognised directly in equity or other comprehensive income.

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

years.,

Deferred tax is provided on temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes. The following temporary differences are not provided
for: the initial recognition of goodwill; the initial recognition of assets or liabilities that affect neither accounting nor
taxable profit other than in a business combination. and differences relating to investments in subsidiaries to the extent
that they will probably not reverse in the foreseeable future. The amount of deferred tax provided is based on the
expected manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates enacted or
substantively enacted at the balance sheet date. For investment property that is measured at fair value deferred tax is
provided at the rate applicable to the sale of the property except for that part of the property that is depreciable and the
company’s business model is to consume substantially all of the va[ue through use. In the latter case the tax rate

applicable to income is used.

A deferred tax assel is recognised only to the extent that it is probab[e that future taxable profits \Vlll be available
against which the temporary difference can be utilised.
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Notes (continued)

2 Turnover
' 2018 2017
‘ £000 £000
By geographical market:
Falkland Islands . 17,762 17,313
3 Consumer interest income
2018 2017
£000 £000
Total interest receivable from finance leases and charge cards 306 236
4 Expenses and auditor’s remuneration
'Included in profit are the following:. .
. S 2018 2017
, £000  £000
Direct operating expenses of investment property 251 265 °
Auditor’s remuneration; 2018 2017
£000 £000
Audit of these financial statements ' : . 15 _ 37

Amounts receivable by the Company’s auditor and its associates in respect of services to the Company and its
associates, other than the audit of the Company's financial statenients, have not been disclosed as the information is
required instead to be disclosed on a consolidated basis in the consolidated financial statements of the Company's
parent, FIH group plc.

5 Staflf numbers and costs

The average number of persons employed by the Company (including directors) during the year, analysed by
category, was as follows: )
Number of employees

2018 -~ - 2017
Falkland Islands . 146 159
The aggregate payroll costs of these persons were as follows:

2018 2017

£000 £000
Wages and salaries g 4,089 3,741
Social security costs 147 157

4,236 3,898
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Notes (continued)

6 Directors’ remuneration
2018 2017
£000 £000
Directors’ remuneration ' 391 228
Amounts receivable under long term incentive schemes - 20

The aggregate of remuneration and amounts receivable under long term incentive schemes of the highest paid
director was £146,000 (2017: £124,000). During the year, 28,524 Long term Incentive Plan grants were issued in
March 2018 at an exercise price of ten pence to local directors and executives, and expire.in four years in March
2023. There are various performance conditions attached to these grants, None of these grants are exercisable at 31
March 2018 and no share options were exercised during the year.

None of the directors are members of the Falkland Islands company deferred benefit pension scheme. JL Foster is,
and EL Rowland was, also a director of FIH group plc and are remunerated at a group level where their services are
primarily directed.

Number of directors

2018 2017
The number of directors in respect of whose qualifying services shares v
were received or receivable under long term incentive schemes was .4 2
7 Interest payable and similar expenses
2018 2017
£000 £000
Bank interest payable 2 5
Interest expense on unfunded defined benefit pension scheme liability 73 88
Total other interest payable and similar expenses ' 75 93
8 Taxation
. 2018 2017
Analysis of charge in year . £000 £000
Falklands corporation tax credit - )
Adjustments in respect of prior periods . (32) 4)
Total current tax (32) »
Deferred taxation (note 17): .
Origination/reversal of timing differences 79 121
Adjustments in respect of prior periods . 47 12
Deferred taxation charge on pension scheme liability - 8 6
Total deferred tax 134 139
Tax charge on profit ' 102 134
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8 Taxation (continted)
Deferred tax income/ (charge) reé:ognised in other comprehensive income
’ 2018 2017
£000 £000
Re-measurements of defined benefit liability 30 - (95)
Reconciliation of effective tax rate _
2018 2017
£000 . £000
Profit for the year ' 339 83
Total tax expense o102 134
Profit excluding taxation ) 441 217
Tax using the Falklands tax rate of 26% (2017: 26%) 118 56
Expenses not deductible for tax purposes (28) 59
Capital allowances in excess of depreciation ) 21
Other timing differences _ 9 ' (10)
Adjustments to tax charge in respect of prior periods ~ 15 8
Total tax expense 102 134
9 + Intangible assets
Goodwill
£000
Cost B
Balance at | April 2016, 1 April 2017 and 31 March 2018 . 37

‘No impairment or amortisation has been recognised in these accounts, and therefore the net book value of the
. goodwill in the current and preceding year is £37,000, the same as the original value acquired.
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10 Tangible fixed assets

Freehold Long leasehold Vehicles,

land and land and plant and :

buildings buildings equipment Total

£000 £000 ~ £000 £000

Cost ‘ . ]
Balance at 1 April 2016 - 6,225 900 3,979 11,104
Additions : . 109 - 468 577
Transfer to Investment property (170) - - {170)
Disposals : - - (63) (63)
Transfers to Falklands 4x4 stock - - (202) (202)
Balance at 31 March 2017 6,164 : 900 4,182 11,246
Additions : 32 - 235 267
Transfer to Investment property - (367) - (367)
Transfers to Falklands 4x4 stock . - - (178) (178) °
Balance at 31 March 2018 6,196 533 4,239 10,968l
Depreciation and impairment
Baldnce at | April 2016 798 170 2.454 3,422
Depreciation charge for the year 131 32 378 541
Transfer to Investment property / (7 - - (7)
Transfers to Falklands 4x4 stock - - (135) (135)
Disposals - - - (44) (44)
Balance at 31 March 2017 922 202 2,653 ‘ 3,777
Depreciation charge for the year 133 13 378 524
Transfer to Investment property - (43) - (43)
Transfers to Falklands 4x4 stock - - (105) (105)
Balance at 31 March 2018 1,055 . 172 2,926 4,153
‘Net book value : :
At 1 April 2015 ‘ 5,427 . 730 1,525 7.682
At 1 April 2017 . 5,242 698 1,529 7,469
At 31 March 2018 : . 5,141 361 1,313 "~ 6,815
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1l Investment property
Residential &
commercial .
property Freehold land Total
£000 £000 £000

Cost:
At 1 April 2016 3,467 6 3473
Transfer from Freehold properties 132 38 170
At 31 March 2017 3,599 44 3,643
Additions 122 - 122
Transfer from leasehold properties 367 - 367
Disposals (36) - (36)
At 31 March 2018 4,052 44 4,096
Accumulated depreciation:
At 1 April 2016 558 - 558
Transfer from Freehold properties 7 - 7
Charge for the year 72 - 72
At 31 March 2017 637 - 637
Transfer from leasehold properties 43 - 43
Disposals (6) - 6)
Charge for the year ' 94 - 94
At31 March 2018 768 - 768
Net book value:
At ] April 2016 2,909 6 2915
At 31 March 2017 2,962 44 3,006
At 31 March 2018 3.284 7 | 3328

The investment properties comprise residential and commercial property held for rental in the Falkland Islands.
Investment properties include 400 acres of land, including 70 acres of land in Stanley, of which 58 acres have
planning permission. In addition, the Group has 300 acres of land at Fairy Cove. These investment properties held
by FIC have been reviewed by the Directors of FIC who are resident in the Falkland Islands and are considered to
have the relevant knowledge and experience to undertake the valuation. At 31 March 2018 the fair value of this
property portfolio was estimated at £7.4 million. (2017: £7.2 million) including development land valued at £2.2
million (2017: £2.2 million). :

During the year to 31 March 2018, the Group received rental income of £479,000 (2017: £424,000) on these
properties and from the ten mobile homes rented to staff, which are held in long leasehold property. At 31 March
2018, two investment properties were under construction, with a total cost of £94,000.

At 31 March 2017 no investment properties were under construction.
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12 Fixed asset investments
Shares in group
undertakings
£000
Cost
At | April 2016, | April 2017 and 31 March 2018 ) 50

The Company holds one investment consisting of ordinary shares in South Atlantic Construction Company Limited,
whose registered address is 56 John Street, Stanley, Falkland Islands and is jointly controlled with Trant
Construction Limited.

13 Stocks
2018 2017
£000 £000
Work in progress 477 958
Finished goods 3,020 4 3,318
3,497 4,276

Raw materials, consumables and changes in finished goods and work in progress recognised as cost of sales in the
year amounted to £9,383,000 (20/7: £9,598,000).

14 Debtors
2018 2017
£000 £000
Trade debtors : 1,696 2,348
Corporation tax receivable - 4
Other debtors 95 111
Hire purchase receivables } : ’ 800 799
Prepayments and accrued income 488 252
3,713 4,277
Due within one year 3,079 3,514
Due after more than one year . 634 763
3,713 4,277
CESS——
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15 Creditors: amounts falling due within one year
2018 2017
£000 £000
Trade creditors ' 2,858 4,585
Amounts owed to group undenakings 11,007 10,083
Taxation and social security 53 53
Other creditors o 330 405
Loan due to joint venture i 224 200
Accruals and deferred income 698 1,176
15170 16,502

The amounts owed to group undertakings of £11,007,000 (20I7: £10,083,000) are non-interest bearing and are
repayable on demand.

16 Interest-bearing loans and borrowings

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

2018 2017
£000 £000
Creditors falling due in more than one year .
Shares classified as debt ' 33 33
17 Deferred tax assets and liabilities
Recognised deferred tax (assets) and liabilities
Deferred tax assets and liabilities are attributable to the following:
Assets Liabilities Net
2018 - 2017 2018 2017 - 2018 2017
£000 £000 £000 £000 ~ £000 £000
Tangible fixed assets - - 1,241 1,159 1,241 1,159
Financial liabilities - 9 - - - )
Tax value of losses (85) (120) - - (85) (120)
Tax (assets)/ liabilities ' (85) (129) 1,241 1,159 1,156 1,030
Pension scheme (note 18) (738) (776) - - (738) (776)
Net tax (assets) / liabilities after
pension scheme - (823) (905) 1,241 1,159 418 254
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17 Deferred tax assets and linbilities (continued)

Movement in deferred tax during the year

Tangible fixed assets
Financial liabilities

. Tax value of losses

Movenient in deferred 1ax during the prior year

Tangible fixed assets .
Financial liabilities . .
Tax value of loss carry-forwards utilised

18 Employee benefits

Falkland Islands Company Limited
Annual report and financial statements
3! March 2018

Recognised
I April 2617 in income 31 March 2018
£000 £000 £000
1,159 82 1,241
) 9 . -
(120) - 35 (85)
1,030 126 1,156
Recognised
1 April 2016 in income 31 March 2017
£000 £000 £000
1,026 133 1,159
-9 - (9)
. (120) - (120)
897 133 1,030

Falkland Islands Company Limited operates a defined benefit pension scheme for certain employees which is
unfunded and was closed to new members in 1988. The scheme was closed to further accrual on 31 March 2007.
Benefits are only payable at normal retirement age. . Actuarial valuations are carried out at éach year end.

A summary of the fair value of the pension scheme deficit is set out below:

Total defined benefit liability
Deferred tax asset

Net pension scheme deficit

2018 2017
£000 £000
(2,839) 2,985

738 (776)

@101 2,209
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18 Employee benefits (continved)

Movements in net defined benefit liability
Defined benefit obligation

2018 2017

£000 £000

Balance at 1 April 2,985 2,644
Included in other comprehensive income .

Re-measurements loss/(gain) arising from: )

Change in actuarial financial assumptions (114) 425

Actuarial Experience adjustment ' A3) (59)

Total included in other comprehensive income (117) ] 366

Interest cost expense, included in profit and loss account 73 88

‘ Benefits paid (102) . (113)

Balance at 31 March ' . ' 2,839 2,985

Actuarial assumptions

The following are the principal actuarial assumptions at the reporting date (expressed as weighted (averages).

- 2018 2017
Rate of increase in pensions in payment and deferred pensions 2.5% 3.4%
Discount rate applied to scheme liabilities 2.6% ‘ 2.3%
3.0% 3.1%

Inflation assumption

The assumptions relating to longevity underlying the pension liabilities at the balance sheet date are based on
standard actuarial mortality tables and include an allowance for future improvements in longevity. The assumptions
are equivalent to expecting a 65-year old to live for a number of years as follows:

. Current pensioner aged 65: 22.3 years (male), 24.2 years (female).
. Future retiree upon reaching 65 in 20 years: 24.1 years (male), 26.0 years (female).
Sensitivity analysis

The calculation of the defined benefit obligation is sensitive to the assumptions set out above. The following table
summarises how the impact on the defined benefit obligation at the end of the reporting period would have increased
/ (decreased) as a result of a change in the respective assumptions by one percent. :

2018 2017
£000 £000
Discount rate +/- 0.1% 44 49
Inflation assumption +/- 0.1% r : (16) (19)
Life expeciancy +/- one year (129) (136)
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18 Employee benefits (continued)

The above sensitivities are based on the average duration of the benefit obligation determined at the date of the last
full actuarial valuation at 31 March 2018 and are applied to adjust the defined benefit obligation at the end of the
reporting period for the assumptions concerned. Whilst the analysis does not take account of the full distribution of
cash flows expected under the plan, it does provide an approximation to the sensitivity of the assumptions shown.

Funding

The Company expects to pay £102,000 in contributions to its defined benefit pensioners in the year ended 31 March
2019. ‘

19 Capital and reserves
Share capital ‘
2018 2017
£000 £000
Allotted, called up and fully paid
897,000 ordinary shares of £1 each 897 897
3,300 3.5% of redeemable preference shares of £10 each , kX) 33
930 930
Shares classified as liabilities 33 33
Shares classified in shareholders® funds 897 897
930 ' 930

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one
vote per share at meetings of the Company.

Dividends
No dividends were recognised during the years ended 31 March 2018 and 2017.
At the balance sheet date cumulative preference dividends of £14,000 were not recognised (201 7: £13,0600).

20 Related pérties

On 2 May 2017, KJ Ironside, the Managing Director of the Company (*the Borrower™) purchased a property which
had been built on approximately 510 square meters of land owned by the Company. The Company agreed to
provide a loan of £65,000 for Mr Ironside to purchase the freehold of this land. This loan is to be repaid in full in
the event of (i) the sale of the property, (ii) the borrower ceasing to held any permits or licenses required by law in
respect of his ownership or occupation of the Propenrty, (iii) the Borrower ceasing to be employed by the Company at
any time before the Borrower’s 65th birthday (unless due to ill health), or (iv) the death of the Borrower. £650 of
interest is payable each year by KJ Ironside to the Company in respect of this loan.

21 Ultimate parent company and parent company of larger group

The immediate and ultimate parent company is FIH group plc, a company incorporated in Great Britain. A copy of
" the financial statements of FIH group plc, in which the results of Falkland Islands Company Limited are
consolidated, can be obtained from FIH group plc, Kenburgh Court, 133-137 South Street, Bishop's Stortford,
"Hertfordshire CM23 3HX.
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22 Accounting estimates and judgements

Key sources of estimation uncertainty

In order to prepare the financial statements, management and the Board make various judgments and estimates that
can affect the amounts recognized in the financial statements for assets, liabilities, revenues and expenses as well as
information in general, including issues with regard to contingent liabilities. The judgments and estimates discussed
in this section are those deemed to be most important for an understanding of the financial statements, considering
the level of significant estimations and uncertainty.

Impairment of non-current assets

The Company’s property, plant and equipment and intangible assets, including goodwill, are stated at cost net of
accumulated depreciation and any impairment losses. The assets are depreciated or amortized over their estimated
useful lives to their estimated residval values. The useful lives and residual values of Group assets are determined
by management at the time the asset is acquired and reviewed annually for appropriateness. Both the estimated
‘useful life and the residual value are reviewed at least at each financial year-end.

The carrying amount of the Group’s non-current assets is tested for impairment whenever events or changes in
circumstances indicate that the carrying amount will not be recovered. If such analysis indicates an excessive
carrying amount, the recoverable amount of the asset is estimated. The recoverable amount is the higher of the
asset’s fair value less selling costs, and its value in use, which is measured as the discounted future cash flows of the

asset,

Taxes

Determining income tax provisions involves judgment on the tax treatment of certain transactions. There are some
transactions and calculations for which the ultimate tax determination is uncertain at the time a liability must be

recorded.
Defined Benefit pension scheme

The Falkland Islands Company Limited operates a defined benefit pension scheme for certain employees which is
unfunded and was closed to new members in 1988. This scheme was closed to further accrual on 31 March 2007,
Benefits are payable on retirement at the normal retirement age. During the year ended 31 March 2018, 15
pensioners (2017: 17) received benefits from this scheme, and there are three deferred members at 31 March 2018
(2017: three). The weighted average duration of the expected benefit payments from the Scheme is around 16 years
(2017: 16 years). i .

Actuarial reports for IAS 19 purposes as at 31 March 2014-2018 were prepared by a qualified independent actuary,
Lane Clark and Peacock LLP. The present values of the scheme’s liabilities are derived from cash flow projections
over long periods and are thus inherently uncertain. The assumptions used by the actuary are chosen from a range
of possible actuarial assumptions which, due to the timescale covered, may not necessarily be borne out in practice.




