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" Integrated Accommodation Services:_pl'c'.

Strategic report
for the year ended 31 December 2016

The directors present their Strategic repot on the company for the.year ended 31 December 2016.

The financlal statements of the: company for: the year ended 31 December. 2016 have: been prepared in.
diccordance with the Financlal Reporting Standard appileable in the United Kingdon' and Republtc of Ireland
(FRS 102) issued by the Financial Reporting Council.

Princlpal actlvitles'and buslness review:
The .company Is. engaged under a 30 year ‘project. Agreement with the Secretary of State for Forelgn and

_Commonwealth Affairs, signed.on 13 June 2000, Its registered number is 03824397, The agreement, under the

Government Private Finance Inftiative ('PFI’), provides for the design, construction, finaricing, service and
maintenance of new facilitics; togéther. with the seérvice; maintenance and remediation of certaln extsttng
facilitles-for the Govemment Communications' Headquarters In Cheltenham, England. The company achleved
iis first-phase practical completion of building works and the certification of those works. in June 2003, ahead

-of the origlinal programme. The company continues to provide services to these facllitles and it has completed

the. phased. clearance of the older-sites ‘which were released back: to the Secretary of State and sold. The
operational perfommnce of the company during the year has been good and performance deducttons havo been
loiy,

Tumover-and cost of sales have increased in the period under review, due to.a vatlation to the contract,

providing for the design, construction, sefvice and maintenaice of additional accommodation.
The compny lias also entered into sub-contracts to allocate, under its direction; the provision of those services. -

noted above. Detalls: of the prlncipal :sub-contracts' are” shown, within Commitments and Related, party
disclosures In notes 18 and 19 respectively to thie financial statements,

The profit for the year urider review ag set out in the-statément-of comprehenswe inicone on page 7 relates to
activitics undertaken'in respect of the project

The direstors considér the.performance of the compiny diiting the year, the financial position at the end of the
year and its: prospects for- the future to be satisfactory. The- directors have reviewed -the: project against
expectations and are satisfied that it is in line-with its business plan,

Princlpal risks and uucertatnttes

The company Is: risk averse in tts principal activities as detaited above, as its trading rclationshtps with: Its
customer, funders and sub-contractors.are determined by the terms of their respective detailed PFI contracts; In
extreme ‘circumstances, the:company could be exposed to subcontractor failure 10 perform thelr obligations..
The ﬁnanctal risks (including subcontractor failurc) and the'measures taken to mittgate them are as detailed in
the following sections:

_Interest rate risk.

The company manages. {ts exposure 1o cash. flow. interest rate risk by using, fixed interest rate t’manctal

liabilities. The. contract debtor attracts Interest at & fixed property specific rate.. As the fixed rate liabilities are
. not recorded at fair value in the ﬁnanclal statements, fair value interest rate risk is not.considered applicable.

Price. rlsk

The company $-project revenué aind most of lts costs were linked to inflation at the Inceplion of the project,
resulting.in the project being largely insensitive to movements.in inflation rates-over the life of the contract:




Integrated Accommodation Services ple

‘Strategic report
for the year ended 31. December 2016 (continued)

Liquidity risk

f'l‘hc conpariy adopts & prudent approach to llquidny management by endea suring to maintain sufficient cash.
«and liquid resources to; meet its obligations as: they fall due. Surplus’ cash is mvested with its bankers on short

term deposits. The company Is required to hold certaln cash: deposnts In.accordance with the Collateral Deed.
“This follows & standard réquirement of this type of financiiig arrarigement: ;

Credit rlsk :
The company recelves. all of nts rovenue and contract debtor remuncmtlon from a governmeiit- body. -and

therefore is. not exposed to sngmﬁcant credit risk, Cash lnvestmcnls are: with institutions: of a sultable credlt'

quality and’ are regularly reviowed by the directors.
Key perl‘ormancc ludlcntors (‘Kl’ls’) .
‘The: company’s operatlons are managed under the supervision of its. sharcholders'and funders.and are largely

determined by tlie detailed terms of the PFI contract-which stipulates. key performance. criteria on operational.
Activities Including performance and availability. Thé board monitor. these: on: & régular basis, Glven the.

"straightforward nature of the bnslness, the company's. directors aré of the opinlon that further analysis uslng

KPIs:is not necessary for an, understanding of. the. development; performance or-position of the business: The:

bisiness successls linkéd to the delivery of the project whlch has’ already been highlighted and disciissed.

* By Order of theé-Board,

Director.

Date: l )’ - S .. ‘4




Integrated Accommodation Services plc

Directors’ report
for the year- ended 31 December 2016

The directors present: thelr report and the audited ﬁnanclal statements of the company for the year ended 3]
December 2016, )

Dividends and transfors to'Feserves

Dividends of £32.06 per ordinary share. (2015: £44.23 per ordinary share): amounting to £1,763,111 (2015;
£2,432,763) have been paid during the year (note 15).. No final dividends are proposed for the year ended 31
Decerber 2016 (2015 £0i1). The dmount transferred to: reserves is set ouf In the statement of comprehensive
ificome on page 7.

Directors

The directors’ of the company during the year ended 31 December 2016, and to Qhe date of signing of the.
finanolal statements wero: .

G Birley-Smith

B C J Dean

CElllott

D Hardingham

M Webber (Resigned.6 October 2016)

Golng concern

The directors are of tho opinion that the conipany has adequale resources to continue in operation for the
foreseeable future and accordingly the financial statements have been prepared on.a:going concem basis.

Fnture developments

Corporate Governance

The board are appointed by the sharcholders and meet quarterly to review ‘the financial and operational
perfoxmancc of the company. The company is a.special purpose company speclﬂcally established to ehgage In
a PFI project as:noted in its principal activities in the Stratogic report. Thé company’s business is confined to
that project-and Its.activities are clearly defined: and festricted by the- complex-contracts which it has entered
into. The board has-an experlenced: operationial management and financial team who monitor-the company's
and its subcontractors’ compliance with those conteacts. The project director leads that team and reguldrly
teporis to the ‘board of directors: the: company's performance against the budgets. it sets ‘and. the -key
performance ¢ériteria stipulated under the detailed terms of the PFI contract:

“Share capltal structure

The company has a single class of ordinary shares, all of which rank equally. The oompany appoints:directors
nothinated by the shareholders of the holding company. “The voting rights of those directors rank il proportion
to the shareholdings: in lts- holding company Current holdiiigs. are, shown in noté. 20 of thése finaticial
statements. .

Financlal risk m‘tmagcment

The company lias-exposures to a variety of fiiancial risks which are managed with, the purpose of minimising
any.potential adverse effect on the company’s performance and these are summarised in the Strategic report.
The. company also reviews the perfonnance -of the subcontractors on ¢ monthly basis and takes action if tte
performance levels fall below the required standard. '
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.Integratedi_Accom'mdd_’atlon-Servlces ple

" Directors’ report

for the year ended 31 December 2016 (continued)

. Statement of directors® responsibilitles

’I‘he directors are responsible for preparing.the Annusl Roport and the financial statements.in accordance with
applicable law and regulations, .

Company law requirés the directors 1o prepare financial statements for cach fi nanclal year; Under that/law the
directors have prepared the financial statements in accordance with- Unifed Kingdom. Generally Accepted
Accounting Prictice (United Kingdom Accountiiig Standards, compfising, FRS 102 “The Findncial Reporting
Standard apphcnble in the' UK and Republic:of Ireland”, and applicable law). Under coipany law thie ditectors.
must not.approve the fi nanclal statements unless. lhey are satisfi ed that they-give a-true and fair view of the
state of affalrs of the company and of the profit or loss of the coipany for. that perlod. In. prcparlng the
financlal statemeénts, the dircotors aré required to:

select suitable accounting, pollcies and then apply them. consistently,

o state whether applicable United Kingdom Accounlmg ‘Standards, comprising. FRS 102; have beén
_ followed subject to any materlal departures disclosed and.explalned in the financlal statemeiits;

»  make judgements.and acéounting estimates that.are reasonable and prudenl and

o prépare the financial statements.on the golng concem basis unless it is lnappropnate to presume that
the company will contlnue in business.

The directors are responsible for keeping adequate:accounting records that are sufficient to show and explam
tlie coimpany’s transactions'dnd disclose with réasonable accuracy at any tirte the ﬁnanclal posulon of the
company and enable them to ensure that the: finauclal statements comply with: the: Companles ‘Act2006:

The diréctots are also responsxble for safegum'dmg the assets of the coinpany and. henoo for taking: reasonable
steps- for the: prevenllon and detection of fraud and other Irregularllles :

Tnthe case of edch director-inoffice-at the date: thie Due_ctors Report is approved:
o so faf as the ditector is aware, there is-no relevant audit information of which the compariy’s auditors
‘aré unawaré; and .

o they hiave laken all the sieps: that llley ought to have taken as & director- in order to make themiselves
aware of any relevant audit information and to establish that the coiipany’s auditors-are aiare of that -

Yudepeudent Auditors

The auditors, PnccwatcrhouseCoopers LLP, have lndlcntcd thelr- willingness to- contite in ofﬂco and &
résotution conccmmg their re-appointiment wiil be proposed at the Annvial General Meetlng

By Order of the Board, B ‘ ' ‘




. Integrated Accommodation Services ple

Independent audltors report to the members of Integrated
Accommodatwn Services plec.

Report on the ﬁnanciaﬁ.l statements

I_n our opinion, Integrated Accornmodation Services ple's financial statements (the “financlal statements®):

. ;g}llve a tt(;xeed and fair view of the state of the company’s affairs as at 31 December 2016 and of its profit for the yesr
en en

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and
o 'havebeen prepared in accordance with the requirements of the Companies Act 2006,

The financla) statements, included within the Annual report and financial statements (the “Annual Report™), cbm’prlse:
 theStatement of financial position as at 31 December 2016;, - |
° the Statement of comprchenslvc income for the year then ended;
« the Statement of changes in equity for the year then ended' and.

o the notestothefinancial statements, which include a summary of slgniﬁcant accounting policies and other
explanatory infornmation.

"Ltié financial réporting framework that has been applicd in the preparation of the financlal statements is United Kingdom
Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK and Republtc of
Treland” (Unifted Kingdom Generally Accepted Accounting Practice), and applicable faw.

In applying the financlal reporting framework, the directors. have made a number of subjective Jjudgements; for éxample in
_¥espect of significant accounting estimates. In making such estimates, they have made assumpﬁons and considered future
events,

Opinions on other matter_prescribed by the Com‘pjzinie;s,Act 2006

In'our opinion, based on the work undenakexiiln the course of the audit;

¢ theInformation given inthe Strategic Report and the Directors’ Report for the financlal year for which the financial
statements are prepared s ¢consistent with the financial statements; an

o the Strategfo Report and the Directors’ Report have been prepamd in nccordance with applieable legal
requlrements

In addition, in light of the knowledge and understanding of the company and its environment obtained in the course of the
audit; we are required to report if we have identified any ma!erial misstatements in the. Strategic Report and the Directors’
Report. We have nothing to report inthis respect

Other matters on which we are required to report by exception o

Under the Companies Act 2006 we are required to report to ydu_if, fn.our opinfon:
o  wehavenot received all the information and explanations we.require for our audit; or ‘

o adequate accounting records have niot been kept; or retirns adequate for our audit have not been received from
branches not visited by us; or-

¢ the financial statements are not in agreement with the accounting records and returns. -
“We have no exceptions to r'eport arising from this re_sponsiblllly. :
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Under the Companies A¢t 2006 we are required to report to you if, i our‘opinion, certain disclosures of directors”
remuneration specificd by law:are not made. We have no exceptions to report arlsing from this responsibility,

Responsibilities for the financial statements and the audit

As exiplained more fully In the Statement of directors' responsibilities s6t out on page 4, the diréctors’are résponsible for the
preparation of the financial statements and for being satisfied that they give a true and fafr view.

Out responsibility Is to audit and ‘express:an cpinion on the financial statements in accordance with npplicable law and
International Staridards on Auditing (UK and Irelatid) (“ISAs (UK & Ireland)”). Those standards require us'to comply with
the Auditing Practices Board's Ethical Standards for Auditors. ' ’

This report, including the opinions, has been prepared for and only for the company’s meibers as d body in accordance. with
Cliapter 3 of Part 16 ‘of the Cumpanles-Act 2006 and for no other purpose, We do not,:in giving these opinions; aceept or
assumg responsibility for any other purpose or-to any other person to- whon this répoit is shown or into whose hands it may
‘comic anve where expressly agreed by our prior consent in writing. '

‘We conducted our audit.in accordance with'ISAs (UK & Ireland), An audit involves obtalning évidence about the amounts:
‘and disclosures in the financfal statements sufficlent to give reasonable-assurance that the financial statements are fre¢ fromi-
material misstatement, whether.caused by fraud or'error. This includes an assessment of: )

o -whether the accounting quic,le'_s;arq appropriate to the conipany’s circumstances tihd:ilav§.b7e,én consisténtly, app'ﬂed
and adequately disclosed;. : :

o thereiisonableniess of significanit accounting estimates made by the directors; and
o theoverall presentation of the financlal statements. . .
We primarily focus ovie work in these areas by assessing the directors’ judgerments against available evidence, forming our-
~ own judgements, and evaluating the disclosures fa the financial statements, ' o
_ ‘We test and examino information, using sampling and othicr auditing techniques, to tho extent we consider necessary: to.

proyide n reasonable basis for us.to-draw concluslons. We obtain audit evidence through testing the efféctivenéss. of controls,
substantive procedures or'a combination of both.

In addition; we read all the financlal and non*finaiiclal information in the Annual Report to identify material triconslsteiicles’
with the audited findnclal statemeiits and to {dentify any fnformation: that {s apparently materially incorrect based on, or.
:materially inconsistent with, the knowledge nequired by.us in the éourse of performing the audit. If we become.aware ‘of any
apparent materlal misstatements or-inconsistencies we consider the implications for gur report.-With réspect to the Strategic
Repo‘itc and Directors” Report; we. consider whether those reports include the disclosures requiréd by applicable legal
requirements. A : ' - :

Neil Philpott (Senfor Statutory Auditor) o
‘for and on behalf of PricewaterhoiiseCoopers LLP’
Chartered Accountants and Statutory Auditors
Birmingham .

17 /{fj‘zox_y: .




Integrated Accommodation Services ple

‘Statement of comprehensive income
for the year ended 31 December 2016
Note 2016 2015

£000 £1000

‘Turnover . . o 80435 S8991

Cost of sales- . T A -(73,4_80)5 (523 6-1)

Gross profit . _ 6,955 6,624

Adihiﬁ}s‘tmﬁvé'expens‘g& ~(870): (795)

Operating profit - s 6085 - 5829
[Interost recelvablo and similar‘income ‘ R 27,032" 27,732

Interest payable and similar charges ' 6 (24,275) (25,334)

~ Profit on drdinary.activities before taxation . - o 8,842 8,227

Tax on profit o ordinary activitles ‘ T (8% (127) '

Profit for ihe financlal year ~ S T 7948 8,100

Other comprehensive lncome o : - .

Total comprohensive fncome forthe flnnncial year ' 7948 8,100

The company has been engaged solely Iu contlnulng activities in a single class of business withini the United Kingdom for-
‘both the curvent and prior year, . -

The nates on pages 10 t6 27 form an integral pact of the finiariclal statémients. -




Tntegrated Accommodation Services plc

Stateméent of financial position. -
as at 31 December 2016

- Note-

2016

- £000

2015,

£'000

Currént assets
"Debtors: amounts faliing.due within ono year
Dbtoist aritounts falling dus aftci more than oie year

Cash atbaik dnd in hand

2!,914

345,131

37,933

19,445
357,153

37,816

‘Creditors: amoints falling due:swithin one year

404,978

(31,913)

414,414

(30,837)

‘Nétcinireiitassets

373,065

383,577

Total assets léss ¢uirrent liabilitiés:

" Creditorss amounts falling due after miore than oite year.

“Provisions for liabilities:

11

373,065

(298,706)

(17,588)

383,577
G629

(16:694)

 ‘Net assets

86,771

50,586

Capital and reserves:
Called up share capital

Retained eamings

14

16

55

- 56,716

35

50,531

A ‘Tot_nlisl'mrc_holdcr-’h'fim'ds’

56,771

50,586

‘ Tl financial ’s’f@téhiﬁnnt‘s’jvdhi_p'afg’és 746 27 Were approved by.the'Board on 15 May 2017 and were‘sig_nei.i on its behalf by:

Director 1y aphinGHAH

} G BikLeY -SMITH
Comipany registered number: 03824397

Director.




-Integrated Accommodation Services plc

- Statement of changes in equity
for the year ended 31 December 2016

Note Called-ﬁb Retained . ‘Total
. share capital earnings
£000 £000  £000
Balance as at 1 January 2015 : 55 44,864 44,919
Profit for the year - 8,100 8,100
Other comprehensive income for the year - - -
Total comprehensive income for the year ' - 8,100 8,100
| Dividends | ‘ 15 ‘- (2,433) (2,,433)
. Balance as at 31 December 2015 ' . . 55 . 50,531° 50,586 .
Balance as at 1 January 2016 | 55 50,531 50,586
" Profit for the year : ) - 7,948 7,948
Other comprehensive income for the year - - -
Total comprehensive income for the year - 7,948 7,948
Dividends _ ' 15 - (1,763) (1,763)
Balance as at 31 December 2016 . 55 56,716 56,771

The notes on pages 10 to 27 form part of these financial statements.



Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2016

General information

The principal activity of Integrated Accommodation Services plc (“the company”) continues to be the design,
construction, financing, service and maintenance of new facilities, together with the service, maintenance and
remediation of certain existing facilities for the Government Communications Headquarters in Cheltenham,
England.

The company is incorporated and domiciled in the UK. The address of its registered office is 84 Salop Street,
Wolverhampton, West Midlands, WV3 0SR, England.

Statement of compliance

The individual financial statements of the company have been prepared in compliance with United Kingdom
Accounting Standards, including Financial Reporting Standard 102, “The Financial Reporting Standard
applicable in the United Kingdom and the Republic of Ireland” (“FRS 102”) and the Companies Act 2006.

Accounting policies ! l !

A summary of the company’s principal accounting policies, which have been consistently applied, is set out
below

Basns of preparation of fmanclal statements

These financial statements have been prepared in accordance with Financial Reporting Standard 102 "The
Financial Reporting Standard applicable in the UK and Republic of Ireland" and the provision of the Large and
Medium-sized Compames and Groups (Accounts and Reports) Regulatlons 2008 (SI 2008/410) and under the
historical cost convention. Narrative disclosures of values in the notes to the financial statements are shown as
round £°000.

Going concern

The directors have assessed future cash flows and are satisfied that the company can meet its financial
obligations (including covenant compliance) as they fall due for the foreseeable future. Consequently, the
company’s financial statements have been prepared on a going concern basis.

Financial Reporting Standard 102 reduced disclosure exemptions

FRS 102 allows a qualifying entity certain disclosure exemptions, subject to certain conditions, which have
been complied with, including notification of, and no objection to, the use of exemptions by the company’s
shareholders. The company has taken advantage of the following exemptions: ‘

e from preparing a statement of cash flows. Integrated Accommodation Services plc is a wholly owned
subsidiary company of a group headed by Accommodation Services (Holdings) Limited and is
included in the consolidated financial statements of that company, which can be obtained from the
address given in note 20. Consequently, Integrated Accommodation Services plc has taken advantage
of the exemption from preparing a cash flow statement under the terms of FRS 102 paragraph 1.12(b).

e from disclosing the company key management personnel compensation pe.r FRS 192 paragraph 33.7.
Currency

The financial statements are presented in pound sterling and rounded to thousands.

10



Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2016 (continued)

Accounting policies (continued)
Turnover

Turnover represents the value of work done and services rendered, excluding sales related taxes. All turnover
originates in the United Kingdom. The company is engaged in only one class of business and operates solely
within the UK. ' '

The company recognises income when it has fully fulfilled its contractual obligations under the terms of the
project agreement. In accordance with FRS 102 s23.3, the company includes sales and purchase transactions
related to variations under the original contract where the benefits and risks are retained by the company,
within the financial statements as turnover and cost of sales. '

Turnover for the year consisted of £29.5m basic income (2015: £28.3m) and variation income of £50.9m
(2015: £30.7m). .

Transactions amounting to £9.7m (2015: £10.8m) of révenue and the same value! of cost of sales to which the
company does not have access to all of the significant benefits or exposure to the significant risks are excluded
from the statement of comprehensive income in accordance with FRS 102 s23.4, as in the opinion of the
Directors, the company is acting as an agent for these transactions. The company does not receive any
commissions on these transactions from the customer.

Deferred taxation

Deferred tax is recognised in. respect of all timing differences that have originated but not reversed at the
statement of financial position date, where transactions or events that result in an obligation to pay more tax in
the future or a right to pay less tax in the future have occurred at the statement of financial position date.

Deferred tax is measured at the average tax rates that are expected to apply in the periods in which the timing
differences are expected to reverse, based on tax rates and laws that have been enacted or substantively enacted
by the statement of financial position sheet date. Deferred tax is measured on a non-discounted basis.

Deferred tax assets are only recognised when it is considered more likely than not that there will be suitable
taxable profits from which the future reversal of underlying timing differences can be deducted.

Leased assets

Leases that do not transfer all the risks and rewards of ownership are classified as operating leases. Payments
under operating leases are charged to the statement of comprehensive income on a straight-line basis over the
lease term. ‘ ' '

. ’ I3 ’

Dividend policy

Dividends and other distributions to the company’s shareholders are recognised as a liability in the financial
statements in the period in which the dividends and other distributions are paid. These amounts are recognised
in the statement of changes in equity.

Financial liabilities

The company accounts for and discloses its financial liabilities in accordance with Financial Reporting
Standard.102 s 11. Management has determined its financial liabilities as being borrowings, trade creditors and
accruals. All of the items are classified as financial liabilities measured at amortised cost in accordance with
FRS 102 s 11. They are recognised initially at fair value net of transaction costs and subsequently carried at
amortised cost using the effective interest method.

Discounts, premia and related costs of debt issue are charged to the statement of comprehensive income over
the life of the instrument to which they relate, based upon the effective interest rate calculated in measuring
amortised cost. '

11



Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2016 (continued)

. Accounting policies (continued)

Financial assets

Basic financial assets, including trade and other receivables, cash and bank balances, are initially recognised at
transaction price, unless the arrangement constitutes a financing transaction, where the transaction is measured
at the present value ‘of the future receipts discounted at a market rate of ‘interest. Management has ‘determined
its financial assets as being cash, trade debtors, accrued income and contract debtors.

Impairments for financial assets are recognised if there is evidence as a result of one or more events that
occurred after the initial recognition of the asset which impacts upon estimated future cash flows or the
financial assets.

Trade debtors

Amounts recoverable are recognised at fair value and subsequently carried at amortised cost using the effective
interest method. As described in the business review, all revenue is received from a government body and there
are currently no provisions for impairment.

Contract debtor

“The company meets the conditions to treat its contract debtor as a Service Concession Arrangement under FRS'

102 s534.12 (Accounting by Operator as a Financial Asset), however, as the company entered into this
concession prior to transition to FRS 102, under FRS 102 $35.10 (i), it is permitted to, and continues to account
for the contract debtor using the same accounting policies being applied at the date of the transition.

Amounts recoverable under long term Private Finance Initiative contracts are transferred to a contract debtor.
The amounts receivable (which may include the costs of construction of related assets) are treated as a long-

-term contract debtor from the certification of the project facilities, with a proportion of the contractual net

operating revenue arising from the project being allocated to remunerate the contract debtor. Imputed interest
receivable is allocated to the contract debtor using a property specific rate to generate a constant rate of return
over the life of the contract. Over the course of the contract term, the contract debtor is expected to be fully
repaid. Impairment has been considered by the board taking into account that all income is received from a
government body.

The fair value disclosure of the contract debtor uses a discounted cashflow method as described in note 9.
Cash and bank deposits

Bank dep051ts relate to short term deposits held for not more than three months in term accounts with the
company s bankers. ‘ . .

Trade creditors

Trade creditors are initially recogmsed at fair value and subsequently measured at amortised cost using the
effective interest method.

Current taxation

Current tax comprises tax payable on current year profits, adjusted for non-tax deductible or non-taxable items,
and any adjustments to tax payable in respect of previous years. Current tax is recognised in the income
statement unless it relates to items which are recognised in other comprehensive income.

Related parties

The Group discloses transactions with related parties which are not wholly owned within the same Group.'
Where appropriate, transactions of a similar nature are aggregated unless, in the opinion of the directors,
separate disclosure is necessary to understand the effect of the transactions on the Group financial statements.

12



Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2016 (contmued)

Critical accounting judgements and estimation uncertainty

Estimates and' judgements are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

a) Critical judgements in applying the company’s accounting policies

Concession arrangements - The Concession arrangements undertaken by the company are con51dered to
fall within the scope of FRS 102 s34.12. This judgement has been based on a consideration of the nature .
and terms of the agreement and the existence of an option for the grantor. to purchase the property.

b) Key accounting estimates and assumptions

i.  Finance receivables — The amounts receivable (which may include the costs of construction of
related assets) are treated as a long-term contract debtor from the certification of the project
‘facilities, with a proportion of the contractual net operating revenue arising from the project
being allocated to remunerate the contract debtor. Imputed interest receivable is allocated to
the contract debtor using a property specific rate to generate a constant rate of return over the
life of the contract.

ii. Defertred tax is measured at the"average tax rates that are”expected to apply in the periods in
which the timing differences are expected to reverse, based on tax rates and laws that have
been enacted or substantively enacted by the statement of financial position sheet date.
Deferred tax is measured on a non-discounted basis.

Operating profit

The company had no employees durmg the year (2015 none). None of the directors received any emoluments
paid directly from the company in either the current or previous year. The following management recharges
were made by the shareholders in respect of the services of directors to the company; G4S Joint Ventures
Limited £100,000 (2015: £90,000), and Innisfree Limited £100,000 (2015: £90,000). The recharges paid by the
company in 2016 and 2015 do not reflect the amounts personally received by the directors in either year.

The audit fee in respect of the company for the year was £20,800 (2015: £20,800). In addition, the company
bore £3,000 (2015: £3,000) in respect of the audit fee of its parent company and non-audit services of £nil
(2015: £7,000) during the year.

The company has entered into an ‘operating lease and has an annual commitment under leases for land and
buildings of £1 (2015: £1) expiring after five years. The charge for both the years ended 31 December 2016
and 31 December 2015 was £1. The total commitment at 31 December 2016 was £14 (2015: £15).
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. Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2016 (continued)

Net interest
2616' 2015
£000 : £2000
Bapk interest receivable v A 193 134
Imputed interest on contract debtor 26,839 27,598
Interest receivable and similar income - 27,032 27,732
Interest payable and simlilar charges on bonds l o l (21,109) (22,1'62)
Interest payable and similar charges on loan stock (3,166) (3,172)
- Interest payable and similar charges - : ' - (24,275) (25,334) *
Net interest receivable 2,757 2,398

‘Interest is imputed on the contract debtor using a property specific rate of 7.57% (2015: 7.57%).
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Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2016 (continued)

Tax on profit on ordinary activities

2016 2015
Analysis of charge in year : : £000 £000
Current tax
UK corporation tax on profits of the year - -
Total current tax charge - -
Deferred tax | | |
Origination and reversal of timing differences . 2,143 2,006
Impact of change in taX rate - N ‘ " ©(1,249) (1,879)
Total deferred tax charge (note 12) 894 127
Tax on proﬁt on ordiﬁary activities - - 894 127

The deferred tax charge for 2016 and 2015 relates entirely to timing differences.
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Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2016 (continued)

Tax on profit on ordinary activities (continued)
Reconciliation of tax charge

The tax assessed for the year is lower (.2015: lower) than the staﬁdard effective rate of corboration tax in the
UK for the year ended 31 December 2016 of 20.00% (2015: 20.25%). The differences are explained below:

2016 2015

£000 £000

Profit on ordinary activities before tax 8,842 8,227

Profit on ordinary activities multiplied by the standard rate in the UK of 20.00% 1,769 - 1,666
(,2015: 20.25%) | ‘ | A |

Amortisation of non-qualifying expenditure 374 340

Impact-of change in tax rate ‘ v - : N ©(1,249) (1,879)

Tax on profits 894 - 127

Factors that may affect future tax charges

As a consequence of corporation tax rate changes announced in the Finance Act 2016, deferred tax
crystallising after 1 April 2020 will be recognised at the applicable rate of 17%. All deferred tax is expected to
crystallise after 1 April 2020.

A change to the UK corporation tax rate was announced in the Chancellor's Budget on 16 March 2016. The
change announced is to reduce the main rate to 17% from 1 April 2020. Changes to reduce the UK corporation
tax rate to 19% from 1 April 2017 and to 18% from 1 April 2020 had already been substantively enacted on 26
October 2015.

The company has incurred significant expenditure in the construction of the facility on which it has claimed tax
relief through capital allowances and claims for interest and loan related expenditure during the construction
period. It has used these claims to offset its current liabilities and retains tax losses to offset liabilities in future
years. As amounts are recovered to remunerate these costs they will be brought into current taxation in the year
in which they are received. As a result of these claims there exist significant timing differences, which are
expected to reverse over the life of the project agreement.

The company has sufficient tax losses to cover its expected taxable profits in the next financial period,
therefore no reversal of deferred tax liabilities is expected in that period.
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Integrated Accommodation Services plc

Notes to the financial statements

for the year ended 31 December 2016 (continued)

Debtors
2016 2015
£000 £000
Amounts falling due within one year
Trade debtors 1,414 78
- Prepayments and accrued income 8,315 8,280
Con’tract debtor | | | 12,185 11,087 |
- , . , . . 21,914 19,445
Amounts falling due after more than one year
Contract debtor 345,131 v357,153
The fair values of debtors are as follows:
2016 2015
£000 £000
Trade debtors 1,414 78
Prepayments and accrued income . . 8,315. - 8,280
Contract debtor 513,906 475,287
523,635 483,645
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Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2016 (continued)

9 TFinancial assets

As described in the accounting policies, trade debtors are not considered to be impaired. Trade debtors include
invoices amounting to £1,219,000 (2015: £51,000), where the company does not have access to all of the
significant risks and benefits of the transactions. Accordingly, those transactions are excluded from the
statement of comprehensive income as explained in the accounting policies. The company bears no financial
risk as a corresponding amount is included within trade creditors. As of 31 December 2016, trade debtors of
£56,000 (2015: £78,000) were past their due date. These balances relate to customers where there is no history
of default. The ageing of trade debtors is as follows: up to 3 months overdue £22,000 (2015: £68,000), 3-6
months overdue £7,000 (2015: £4,000) and over 6 months overdue £27,000 (2015: £6,000).

The fair value of the contract debtor is based on cash flows over the life of the contract discounted using a rate
of 3.66% based on the weighted average rate of return on the borrowings when measured at fair value (2015:
5.45%). The fair values of trade debtors, prepayments and accrued income equal their book values.

iTrade debtors, prepayments and accrued income, contract debtor and cash which are classified as ‘loans and
receivables’ that are neither past due nor impaired are shown by their credit risk below.

2016 2015

£000 £000
Counterparties with external credit rating
Cash and term deposit accounts at bank 37,933 37,816
The company’s bankers are rated “A” with Standard and Poor’s and A2 with :
Moodys Investor Services
Counterparties with no external credit rating
Trade debtors _ 1,414 78
Prepayments and accrued income . 8,093 8,051
Contract debtor 357,316 368,240
Total neither past due nor impaired ‘ ‘ 404,756 * 414,185

None of those financial assets that are neither past due nor impaired have had their terms renegotiated. The
carrying amount of the company’s financial assets is denominated in sterling for both financial years.

Included in cash and term deposit accounts at bank are cash reserves, the use of which is restricted under
agreements with the trustees of the Guaranteed Secured Bonds and Mezzanine Secured Notes, and amounts
restricted for future maintenance costs by the lenders. The value of this restricted cash at 31 December 2016
was £29,575,000 (2015: £29,062,000).
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Integrated Accommodation Services plc-

Notes to the financial statements _
for the year ended 31 December 2016 (continued)

10 Creditors: amounts falling due within one year

2016 2015
£000 £000
6.48% Guaranteed Secured Bonds due 2029 17,446 17,325
Less: issue costs | ' (565.) (599)
10.14% Mezzanine Secured Notes due 2028 742 671
Less: issue costs : : : (16) )
Trade <l:reditors , | :6,027 4,824
VAT ) ‘ _ ’ i , 1,423 1,743
Accruals and deferred income 6,856 6,890
31,913 30,837

Information relating to the nature of the Guaranteed Secured Bonds and Mezzanine Secured Notes is contained

in note 11.
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Integrated Accommodation Services plc

Notes to the financial statements |
for the year ended 31 December 2016 (continued)

Creditors: amounts falling due after more than one year

2016 2015
; £000 - £7000
More than one year but less than two years |
6.48% Guaranteed Secured Bonds due 2029 18,484 17,446
Less: issue costs (528) (564)
10.14% Mezzanine Secured Notes due 2028 | ) 821 . 742"
Less: issue costs | ' ! 15) ’ (16)
‘ ) 18,762 17,?08
More than two years but less than five years
~6.48% Guaranteed Securgd Bonds due 2029 , ‘ 65,913 59,238
Less: issue costs (1,340) (1,467)
10.14% Mezzanine Secured Notes due 2028 ' 3,019 2,731
Less: issue costs (40) 41)
67,552 60,461
More than five years
6.48% Guaranteed Secured Bonds due 2029 180,783 205,941
Less: issﬁe costs ' - ) o (1,;822) ’ (1,837)
10.14% Mezzanine Secured Notes due 2028 10,691 11,800
Less: issue costs : (52) (52)
14.00% Subordinated Loan Notes due 2028 22,548 22,548
Less: issue costs (156) (172)
212,392 238,228
‘ ‘ ‘ 298706 316297
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Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2016 (continued)

Creditors: amounts falling due after more than one year (continued)

Guaranteed Secured Bonds due 2029 of £406,850,000 were issued in 2000. Interest is payable on these bonds
at six-monthly intervals. Scheduled redemption by way of principal repayments commenced on 30 September
2006. These bonds are listed on the London Stock Exchange As at 31 December 2016, £282,626,000 (2015:
£299,952,000) remains outstanding.

Mezzanine Secured Notes due 2028 relate to £22,610,000 issued in 2000. Interest is payable on these bonds at
six-monthly intervals. Scheduled redemption by way of principal repayments commenced on 30 September
2006. These notes are unlisted. As at 31 December 2016, £15,273,000 (2015: £15,944,000) remains
outstanding.

Subordinated Loan Notes due 2028 relate to £22,548,000 issued in 2005 to the shareholder. 14% interest is
payable on these Subordinated Loan Notes at six monthly intervals commencing 1 January 2005. The company
anticipates commencing redemption by way of principal repayment in June 2028. These notes are unlisted.

The Guaranteed Secured Bonds rank in seniority to the Mezzanine Secured Notes, which in turn rank in
seniority to the Subordinated Loan Notes. The Guaranteed Secured Bonds and Mezzanine Secured Notes are
secured by a fixed charge over all leasehold interests, book debts, project accounts and intellectual property of
the company and by a floating charge over the company’s undertakings and assets.

The company’s parent undertaking, Accommodation Services (Holdings) Limited, has subscribed for
£22,548,000 of Subordinated Loan Notes due 2028 in the company. Accommodation Services (Holdings)
Limited has in turn issued corresponding loan notes, Wh]Ch are held by its shareholders in proportion to their
shareholdings.

Issue costs of £4,134,000 (2015: £4,767,000) have been offset against bond and other loan liabilities and are
being amortised over the term of the related borrowings in accordance with the provisions of Financial
Reporting Standard 102 s 11.

Provisions for liabilities

2016 2015

£000 £000
Provision for deferred tax
Accelerated capital allowances 28,941 32,085
Other timing differences 3,037 3,221
Losses (24,454) (29,593)
Accelerated finance costs 10,064 10,981
Total provision for deferred tax 17,588 16,694
Provision at 1 January : 16,694 16,567
Deferred tax charge in statement of comprehensive income for the year (note 894 127
7)
Provision at 31 December 17,588 16,694

Unprovided deferred tax at 31 December 2016 totalled £nil (2015: £nil).
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Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2016 (contlnued)

Financial instruments
Funding and liquidity

The company funds its operations through finance raised by the issue of fixed rate bonds. At 31 December
2016, 67.1 percent (2015: 71.4 percent) of the outstanding bonds were due for repayment in more than 5 years.

The company invests cash surplus to immediate needs with its bankers in term deposits with maturities

- arranged to meet its cash flow needs. Interest rates receivable are directly related to the corresponding monthly

LIBOR.

The company is required to hold certain cash reserves in accordance with the Collateral Deed.. This follows a
standard requirement of this type of financing arrangement.

Short-term flexibility is obtained by maintaining current account balances with 1AS’s bankers..
. I I !

- 2016 2015
Financial assets ’£’000 £000
The company held the following categories of sterling financial assets
Sterling monetary assets
Cash at bank 361 37,816
Bank déposits ' ' ‘ 37,572 ' -
37,933 37,816
Trade debtors 1,414 78
Accrued income 8,093 8,051
Contract debtor 357,316 368,240
Total‘ﬁnan’cial assets - e ) ! . 404,756 414,185

Bank deposits relate to short term deposits held for not more than three months in separate term accounts with
the company’s bankers. Interest is payable periodically at a rate linked to LIBOR. The bank deposits are
secured under a fixed charge to the security trustee for the senior secured bond. Deposits mature at regular
intervals to comply with the requirement to hold reserves and to pay operating and finance costs.

Reserves in the form of separaté cash and term bank accounts held in accordance with the Collateral Deed
amount to £37,926,000 (2015: £37,758,000).

Other than cash at bank, bank and cash deposits, trade debtors, accrued income and the contract debtor balance
the company has no other financial assets.

\ \ ' ' ]
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Integrated Accommodation Services plé .

Notes to the financial statements
for the year ended 31 December 2016 (continued)

Financial instruments (continued)

Financial liabilities

Maturity analysis of financial instruments held to finance IAS’s operations:

2016 Weighted Weighted average

Amount - average  period for which

Bond liabilities £000 interest rate rate is fixed
Maturity of financial liabilities (before issue costs)

In less than one year 18,188 6.81% 1

In more than one year but not less than two years 19,305 6.79% 1

In more than two years but not more than five years 68,932 6.74% 3

In more than five years 214,022 ' 7.98% 9

Total : , 320,447 7.56% 9

2015 Weighted Weighted average

Amount average  period for which

Bond liabilities £000  interest rate rate is fixed
Maturity of financial liabilities (before issue costs)

In less than one year 17,996 6.81% 1

In more than one year but not less than two years 18,188 6.81% 1

In more than two years but not more than five years 61,969 6.78% 3

In more than five years 240,289 7.86% 10

Total 338,442 7.51% 9
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Integrated Accommodation Services plc

Notes to the financial statements |
for the year ended 31 December 2016 (continued)

Financial instruments (continued)

All financial instruments valued at fair value are valued with reference to types (a), (b) and (c) of the fair value
hierarchy as set out below. :

Falr value hierarchy

The table below analyses ﬁnanc1a1 instruments measured at fair value, into a falr value hierarchy based on the
valuation technique used to determine fair value.

Type (a) The best evidence of fair value is a quoted price for an identical asset in an active market.
Quoted in an active market in this context means quoted prices are readily and regularly available and
those prices represent actual and regularly occurring market transactions on an arm’s length basis. The
quoted price is usually the current bid price.

Type (b) When quoted prices are unavailable, the price of a recent transaction for an identical ‘asset
provides evidence of fair value as long as there has not been a significant change in economici
circumstances or a significant lapse of time since the transaction took place. If the entity can
demonstrate that the last transaction price is not a good estimate of fair value (e.g. because it reflects
the amount that an ent1ty would receive or pay in a forced transaction, involuntary liquidation or
distress sale), that price is adjusted.

Type (c) If the market for the asset is not active and recent transactions of an identical asset on their
own are not a good estimate of fair value, an entity estimates the fair value by using a valuation

" technique. The objective of using a valuation technique is to estimate what thé transaction price would -

have been on the measurement date.

Type (a) Type (b) Type (c) Total
£000 £000 £000 £000
2016 Financial assets (excluding cash at bank) - - 523,413 523,413
2015 Financial assets (excluding cash at bank) - - 483,416 483,416
2016 Financial liabilities ' , (378,129) ‘ - (22,548)  (400,677)
2015 Financial liabilities '  (387,026) ; (22,548)  (409,574)
2016 2015
Book value Fair value Book value  Fair value
Fair values of financial assets and liabilities £000 £000 £000 £000
Primary financial instruments held' or issued ' '
to finance the company’s operations
Financial assets (including cesh at bank) 404,756 561,346 414,185 521,232
Financial liabilities - (320447) (400,677) (338,442) (409,574)
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Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2016 (continued)

Financial instruments (continued)

Full descriptions of the bonds are given in note 11. The basis of the fair values for financial assets is disclosed
in note 9. The fair values for trade creditors and accruals are equal to their book values of £14,118,000 (2015:
£13,255,000) and these have been excluded from the analysis above. Credit margins on long term bonds (both
guaranteed and secured notes) vary in accordance with market demand and other factors. The fair value of the
guaranteed secured bonds has been determined by reference to listed prices available from the markets on
which the instruments involved are traded. Although the secured notes are not currently traded on any markets,
the fair value for 31 December 2016 and 31 December 2015 has been determined by a valuation performed by
M&G Investments.

The subordinated loan stock held by the company’s parent undertaking has been valued at par. A range of fair
values has been computed using discount rates between 12% and 16% which place the value between
£26,849,000 and £21,557,000. As there is no market in which they may currently be traded, fair value at par
represents the net present value of future anticipated payments, discounted at the coupon rate of 14%, on the
assumption that they are held to maturity. The directors are of the opinion that this is a representative market
discount rate given the restrictions imposed on the terms of the notes.

Called up share capital
2016 2015
£000 £°000
Allotted and fully paid '
55,000 (2015: 55,000) ordinary shares of £1 each 55 55

All terms in this statement of capital, unless otherwise defined, are as defined in the Company’s articles of
association (“Articles™)

Subject to the Act and these Articles, the Board may pay dividends if justified by the available profits in
respect of the relevant period among the Ordinary Shares

. The holders of the Ordinary Shares shall have the right to vote at all general meetings of the Company and
to receive and vote on proposed written resolutions of the Company.

15 Dividends

2016 ‘ 2015
£000 £000
Dividend of £32.06 per share (2015: £44.23) paid from distributable reserves 1,763 2,433
16 Reserves
£000
At 1 January 2016 : 50,531
Profit for the financial year 7,948
Dividends (note 15) (1,763)
At 31 December 2016 56,716
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Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2016 (continued)

Obligations under leases

The company has entered into an operating lease and has an annual commitment under leases for land and
buildings of £1 (2015: £1) expiring after five years. The total commitment at 31 December 2016 was £14
(2015: £15).

Commitments and contingent liabilities

Under the terms of a contract with Carillion Construction Limited, a company related to Carillion Private
Finance (Secure) Limited, dated 22 June 2000, the company is committed to payments totalling £47,007,000
(indexed from 2000 prices) in respect of the capital replacement of life expired equipment over the contract
term. Commitments remaining at the statement of financial position date indexed at 31 December 2016 were
£58,214,000 (2015: £59,761,000). Payments made in the year ended 31 December 2016 were £2,993,000
(2015: £2,366,000).

Under the terms of an operating agreement with G4S Facilities Management Limited (formerly G4S Integrated

. Services (UK) Limited) dated 22 June 2000, the company is committed to the payment of fixed and variable

fees based on services provided in the contract term which includes services provided during the period of
construction. Payments made in the year to 31 December 2016 were £19,534,000 (2015: £19,182,000). G4S
Facilities Management Limited (formerly G4S Integrated Services (UK) Limited) also provided services to the
company under short term contractual variations to the operating contract for miscellaneous works and fittings
at a cost of £25,605,000 (2015: £28,552,000).

Under the terms of a management services agreement dated 22 June 2000, administrative and technical
services were provided by G4S Facilities Management Limited (formerly G4S Integrated Services (UK)
Limited) at a cost of £364,000 (2015: £350,000).

Through a variation order under the Project Agreement in 2009, the company made a planning application in
respect of additional premises at the Benhall site. As a condition of obtaining that planning consent, the
company entered into a conditional commitment to pay Gloucestershire County Council £145,000 as a
transport contribution and Cheltenham Borough Council £122,000 as a public art contribution. Both become
payable only when the construction work commences. The former agreement is secured by way of a second
charge on the land. '

There are currently no contracts in place or approvals to commence the construction work,

Under the terms of the Project Agreement, the company bears the cost for any lifecycle risks over the term of
the contract; it has materially passed this risk to its supply chain. The company does retain the responsibility
for the life cycle risk of the Cotswold stone cladding and the steelworks in the atrium, however it considers that
the probability that these will become life expired and need to be replaced within the contract term is remote.
On this basis no revenue is deferred at 31 December 2016 or at 31 December 2015.
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Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2016 (continued)

Related party disclosures

G4S Joint Ventures Limited provided administrative and technical services at a cost of £100,000 (2015:
£90,000).

Innisfree Limited, a company related to Innisfree PFI Secondary Fund and Innisfree PFI Secondary Fund 2
(through their nominee Innisfree Nominees Limited), provided administrative and technical services at a cost
of £100,000 (2015: £90,000).

At the year end there was £nil (2015: £nil) payable to G4S Joint Ventures Limited and £nil (2015: £nil)
payable to Innisfree Limited.

As a wholly owned subsidiary of Accommodation Services (Holdings) Limited the company has taken
advantage of the exemption under FRS 102 s33 — Related party disclosures of the requirement to disclose
transactions with it.

Parent undertakings

The company is a wholly owned subsidiary of Accommodation Services (Holdings) Limited, a company which
prepares consolidated financial statements which are available from its registered office: 84 Salop Street,
Wolverhampton, West Midlands, WV3 0SR, England. Fifty percent of the share capital of Accommodation
Services (Holdings) Limited is held by G4S Joint Ventures Limited, twenty percent is held by Innisfree PFI
Secondary Fund and thirty percent is held by Innisfree PFI Secondary Fund 2 (through their nominee Innisfree
Nominees Limited). All shareholders are companies incorporated in England and Wales.

Accommodation Services (Holdings) Limited does not consider that it has one ultimate controlling party.

’
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