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Integrated Accommodation Services plc

Strategic report
for the year ended 31 December 2019

The directors present their Strategic report on Integrated Accommodation Services plc (the company) for the
year ended 31 December 2019.

Principal activities and business review

The company is engaged under a 30 year project agreement with the Secretary of State for Foreign and
Commonwealth Affairs, signed on 13 June 2000. Its registered number is 03824397. The agreement, under the
Government Private Finance Initiative (‘PFI’), provides for 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 achieved
its first phase practical completion of building works and the certification of those works in June 2003, ahead of
the original programme. The company continues to provide services to these facilities and it has completed the
phased clearance of the older sites which were released back to the Secretary of State and sold. The operational
performance of the company during the year has been good and performance deductions have been low.

Turnover and cost of sales have increased in the period under review, reflecting increases in prices in line with
RPI, and a higher level of variation income.

The company has also entered into sub-contracts to allocate, under its direction, the provision of those services
noted above. Details of the principal sub-contracts are shown within Commitments and Related party disclosures
in notes 17 and 18 respectively to the financial statements.

The profit for the year under review as set out in the statement of comprehensive income on page 10 relates to
activities undertaken in respect of the project.

The directors consider the performance of the company during 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.

COVID-19

The company has one customer, the Secretary of State for Foreign and Commonwealth Affairs (the customer).
The business is an essential service for the UK Government. The business continues despite the COVID 19
pandemic and is not affected by Government restrictions in relation to business closures.

The directors have considered potential effects of COVID-19 on revenue streams, cost base, debtor
recoverability, lender covenants, capital allocation decisions, and liquidity and solvency.

The customer has committed to continue to pay the company in full during this time, relaxing the terms of SLAs
to take into account staff absences caused by self-isolating or sickness.

Given the continued receipt of revenues from the customer, the company expects no material adverse effect on
revenue streams, cost base, capital allocation decisions, covenants, or liquidity and solvency.



Integrated Accommodation Services plc

Strategic report
for the year ended 31 December 2019 (continued)

Section 172(1) Statement

Throughout the year the board has made due consideration during its discussions and decision-making of the
matters set out in section 172 of the Companies act 2006. Set out below is a description of how the directors have
had regards to the matters set out in section 172 (1) when performing their duties under section 172:

a. The likely consequences of any decision in the long term

Supporting each decision, the Board are given access to management papers which set out the potential
outcome of decisions. The papers include diligence on the financial impact via forecasts, as well as non-
financial factors and how the decision fits with the strategy of the company. The company has a project
life plan, which is a financial plan supported by contracts, which is reviewed regularly to benchmark
performance and achievements against plan. Variable costs such as lifecyle are periodically reviewed
via a full asset condition survey, and plans amended accordingly. Where appropriate, the Board will
take professional advice from Technical Advisors and legal experts.

b. The interests of the company’s employees

The company has no employees and therefore is not required to consider matters of this regard. The
company does however, pay due regard to the interests and safety of all those engaged by contractors
to the company to perform services on its behalf.

c. The need to foster the company’s business relationships with suppliers, customers and others

The company is committed to upholding the underlying principle of PFI of working in partnerships with
all parties to the arrangement. The company has policies and procedures to ensure regular
communication is maintained between the parties and ensure that the supply chain is managed
effectively in order that company obligations to customers and sponsors can be upheld.

d. The impact of the company’s operations on the community and the environment

The company’s operations are undertaken within a confined geographical area to which access is
severely limited. Major maintenance expenditure is planned following asset condition surveys to
maintain the asset at the required contractual standards, and to ensure that the asset will meet the
required contractual standards at the end of the concession. The delivery of these works is carefully
planned with the maintenance and operations contractor and client to ensure minimum disruption to the
users of the facility and the safety of the contractor’s employees.

7/ e. The desirability of the company maintaining a reputation for high standards of business conduct

The company’s operations are undertaken in a location which is key to the UK’s national security
interests, consequently the ability of the company to operate in accordance with the highest levels of
security and confidentiality protocols is essential. The company’s management ensure that those
required standards are met by vetting key personnel and suppliers, monitoring suppliers through
performance measures, and adhering to a comprehensive anti-bribery and corruption policy.

f. The need to act fairly between members of the company

The company is jointly owned by two members who are represented equally in decisions and therefore
has no faimess considerations to be considered during decision making.



Integrated Accommodation Services plc

Strategic report
for the year ended 31 December 2019 (contmued)

Principal risks and uncertainties

The company is risk averse in its principal activities as detailed above, as its trading relationships 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 to perform their obligations. The
financial risks (including subcontractor failure) and the measures taken to mitigate them are as detalled in the
following sections.

Subcontractor failure

In the event of subcontractor failure, the company would directly manage the subcontractor’s obligations, to
ensure continuity of service, until such time as a long term alternative solution is put in place.

Interest rate risk

The company manages its exposure to cash flow interest rate risk by using fixed interest rate financial liabilities.
The contract debtor attracts interest at a fixed property specific rate. As the fixed rate liabilities are not recorded
at fair value in the financial statements, fair value interest rate risk is not considered applicable.

Price risk

The company’s project revenue and most of its costs were linked to inflation at the inception of the project,
resulting in the project being largely insensitive to movements in inflation rates over the life of the contract.

Liquidity risk
The company adopts a prudent approach to liquidity management by endeavouring to maintain sufficient cash
and liquid resources to meet its obligations as they fall due. Surplus cash is invested with its bankers on short

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

Credit risk

The company receives all of its revenue and contract debtor remuneration from a government body and therefore
is not exposed to significant credit risk. Cash investments are with institutions of a suitable credit quality and are
regularly reviewed by the directors.

Key performance indicators (‘KPIs’)

The company’s operations are managed under the supervision of its shareholders and funders and are largely
determined by the detailed terms of the PFI contract which stipulates key performance criteria on operational
activities including performance and availability. The board monitor these on a regular basis. Given the
straightforward nature of the business, the company’s directors are of the opinion that further analysis using KPIs
is not necessary for an understanding of the development, performance or position of the business. The business
success is linked to the delivery of the project through achieving availability targets, minimising performance
deductions, and meeting financial measures for Debt Service Cover ratios, and Loan Life Cover ratios.

On behalf of the Board,

e

D Hardingham
Director

L CT@ A

B C J Dean
Director

Date 15 June 2020



Integrated Accommodation Services plc

Directors’ report
for the year ended 31 December 2019

The directors present their report and the audited financial statements of the company for the year ended 31 December 2019.
Dividends and transfers to reserves

Dividends of £75.60 per ordinary share (2018: £94.47 per ordinary share) amounting to £4,157,851 (2018: £5,196,343) have
been paid during the year (note 15). No final dividends are proposed for the year ended 31 December 2019 (2018: £nil). The
amount transferred to reserves is set out in the statement of comprehensive income on page 10.

Directors

The directors of the company during the year ended 31 December 2019, and to the date of signing of the financial statements
were:

G Birley-Smith

B CJ Dean

C Elliott (Resigned 31 May 2019)
D Hardingham

Going concern and post balance sheet events

The directors are of the opinion that the company has adequate resources to continue in operation for the foreseeable future
and accordingly the financial statements have been prepared on a going concern basis. In assessing the company's ability to
continue as a going concern the directors have considered the impact of Covid-19, as described in the Strategic report.

Future developments
The directors continue to develop the business in line with the contract and there are no issues expected.
Corporate Governance

The board are appointed by the shareholders and meet quarterly to review the financial and operational performance of the
company. The company is a special purpose company specifically established to engage in a PFI project as noted in its
principal activities in the Strategic report. The company’s business is confined to that project and its activities are clearly
defined and restricted by the complex contracts which it has entered into. The board has an experienced operational
management and financial team who monitor the company’s and its subcontractors’ compliance with those contracts. The
project director leads that team and regularly reports to the board of directors the company’s performance against the budgets
it sets and the key performance criteria stipulated under the detailed terms of the PFI contract.

Stakeholder engagement

The directors have identified the company, shareholders, customer and sub-contractors as the key stakeholders. The S172
statement in the Strategic Report sets out details of how the company works with those stakeholders.

Share capital structure

The company has a single class of ordinary shares, all of which rank equally. The company appoints directors nominated by
the shareholders of the holding company. The voting rights of those directors rank in proportion to the shareholdings in its
holding company. Current holdings are shown in note 19 of these financial statements.

Financial risk management

The company has exposures to a variety of financial 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 performance of the subcontractors on a monthly basis and takes action if the performance levels fall below the required
standard.
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Directors’ report '
for the year ended 31 December 2019 (continued)

Statement of directors’ responsibilities in respect of the financial
statements

The directors are responsiBle for preparing the Annual Report and the financial statements in accordance with applicable law
and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have
prepared the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK and Republic
of Ireland”, and applicable law). Under company law the directors must not approve the financial statements unless they are
satisfied that they give a true and fair view of the state of affairs of the company and of the profit or loss of the company for
that period. In preparing the financial statements, the directors are required to:

¢ select suitable accounting policies and then apply them consistently;

o  state whether applicable United Kingdom Accounting Standards, comprising FRS 102, have been followed, subject
to any material departures disclosed and explained in the financial statements;

¢ make judgements and accounting estimates that are reasonable and prudent; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company
will continue in business.

The directors are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

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.

Directors’ confirmations
In the case of each director in office at the date the Directors’ Report is approved:

e 5o far as the director is aware, there is no relevant audit information of which the company’s auditors are unaware;
and

e they have taken all the steps that they ought to have taken as a director in order to make themselves aware of any
relevant audit information and to establish that the company’s auditors are aware of that information.

Independent Auditors

The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office and a resolution concerning
their re-appointment will be proposed at the Annual General Meeting.

On behalf of the Board,

b=

D Hardingham
Director

B CTRA_

B C J Dean
Director

Date 15 June 2020
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Independent auditors’ report to the members of Integrated
Accommodation Services plc

Report on the audit of the financial statements

Opinion
In our opinion, Integrated Accommodation Services plc’s financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 December 2019 and of its profit for the year
then ended;

¢ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK and
Republic of Ireland”, and applicable law); and ’

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

We have audited the financial statements, included within the Annual report and financial statements (the “Annual
Report”), which comprise: the statement of financial position as at 31 December 2019; the statement of comprehensive
income and the statement of changes in equity for the year then ended; and the notes to the financial statements, which
include a description of the significant accounting policies.

Our opinion is consistent with our reporting to the directors.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law. Our
responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial
statements section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, which includes the FRC’s Ethical Standard, as applicable to listed public interest entities, and
we have fulfilled our other ethical responsibilities in accordance with these requirements.

To the best of our knowledge and belief, we declare that non-audit services prohibited by the FRC’s Ethical Standard were
not provided to the company.

We have provided no non-audit services to the company in the period from 1 January 2019 to 31 December 2019.

Our audit approach
Overview
Overall materiality: £607,000 (2018: £551,000), based on 5% of profit before tax.
We conducted a full scope audit of the company
Materiality Impact of the outbreak of COVID-19 on the financial statements

Accuracy of turnover and contract debtor

Key audit
matters

The scope of our audit

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the financial
statements.
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Capability of the audit in detecting irregularities, including fraud

Based on our understanding of the company and industry, we identified that the principal risks of non-compliance with laws
and regulations related to UK tax legislation, and we considered the extent to which non-compliance might have a material
effect on the financial statements. We also considered those laws and regulations that have a direct impact on the
preparation of the financial statements such as the Companies Act 2006. We evaluated management’s incentives and
opportunities for fraudulent manipulation of the financial statements (including the risk of override of controls), and
determined that the principal risks were related to posting inappropriate journal entries to manipulate financial
performance, management bias in accounting estimates and significant one-off or unusual transactions. Audit procedures
performed by the engagement team included:

e Discussions with management and those charged with governance including consideration of known or suspected
instances of non-compliance with laws and regulation and fraud;

e Incorporated unpredictability into the nature, timing and/or extent of our testing;

¢  Challenging assumptions and judgements made by management in their significant accounting estimates, in
particular in relation to the movements in debtors (see related key audit matter below);

o Identifying and testing journal entries posted with unusual account combinations.

There are inherent limitations in the audit procedures described above and the further removed non-compliance with laws

- and regulations is from the events and transactions reflected in the financial statements, the less likely we would become
aware of it. Also, the risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting one
resulting from error, as fraud may involve deliberate concealment by, for example, forgery or intentional misrepresentations,
or through collusion.

Key audit matters )

Key audit matters are those matters that, in the auditors’ professional judgement, were of most significance in the audit of
the financial statements of the current period and include the most significant assessed risks of material misstatement
(whether or not due to fraud) identified by the auditors, including those which had the greatest effect on: the overall audit
strategy; the allocation of resources in the audit; and directing the efforts of the engagement team. These matters, and any
comments we make on the results of our procedures thereon, were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters. This
is not a complete list of all risks identified by our audit.

Key audit matter How our audit addressed the key audit matter

Impact of the outbreak of COVID-19 on the
financial statements

Since the balance sheet date there has been a global pandemic  yy, critically assessed management’s conclusion that the
from the outbreak of COVID-19. During the latter stages of matter be treated as a non-adjusting post balance sheet
finalising the financial statements, the potential impact of event and that the going concern basis of preparation is
COVID-19 became significant and is causing widespread appropriate. We considered:

disruption to financial markets and normal patterns of
business activity across the world, including the UK.

e  The timing of the development of the outbreak across
the world and in the UK; and

How the financial statements and business operations
of the company might be impacted by the disruption.

The directors have considered the impact on the financial *
statements and have concluded that the matter is a non-
adjusting post balance sheet event.

In forming our conclusions over going concern, we

They have considered the nature of the operations undertaken evaluated whether management’s going concern

by the Company noting that its operations are undertaken
entirely to support public infrastructure for an agency of the
UK Government. They also note that UK Government has
confirmed its intention that all supplier payments will be
maintained in accordance with the terms

of the original contracts between suppliers and the relevant

assessment considered impacts arising from COVID-19.

Our procedures in respect of going concern included:

e  We made enquiries of management to understand the
potential impact of COVID-19 on the company’s
financial performance, business operations and
financial position.

government agency. They have also reviewed the nature of the
services provided and the contractual terms under which those
services are provided and concluded that the expected levels of
future income streams will not be significantly impacted.

We reviewed management’s going concern assessment.

Based on the work performed, we are satisfied that matter
has been appropriately evaluated and reflected in the
financial statements, and concur with management’s
assessment that the going concern basis of preparation
remain appropriate.
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Key audit matter

How our audit addressed the key audit matter

Accuracy of turnover and contract debtor

Integrated Accommodation Services Plc (“lAS”) is engaged
under a 30 year project agreement with the Secretary of
State for Foreign and Commonwealth Affairs signed on 13
June 2000. The agreement, under the Government Private
Finance Initiative provides for the design, construction,
financing, service and maintenance of new facilities, together
with service, maintenance and remediation of certain
existing facilities (together the “services™) for the
Government Communications Headquarters in Cheltenham,
England.

The company reflects the capitalised costs of the services as
a “contract debtor” since the contractual position and
expectation is that these costs will be repaid via payments
received from government known as the “unitary charge”.
The unitary charge payments are designed to both repay the
contract debtor over the life of the contract and to also
contribute to running costs of ongoing service obligations of
the company. The intention being that by the end of the
arrangement, the contract debtor is settled in full.

The determination of the amounts to allocate from the
unitary charge payment to settle part of the outstanding
contract debtor, and by implication what to leave as income
in the financial statements requires some judgement. Given

the estimations and the size of the balances involved, this is an

area of focus.

We also assessed the adequacy of disclosures related to
Covid-19 included in the financial statements and assessed
these to be appropriate.

We have assessed judgements made by management around
the amount of the unitary charge that is allocated to the
contract debtor having regard to consistency of approach
with prior years and the amounts retained in the income
statement to remunerate the company for other services
provided.

We have reviewed the consistency of Management'’s
financial model that reflects the contract debtor to satisfy
ourselves that any movements in the debtor are correctly
calculated.

We have also ensured that the actuals, including inputs such
as inflation and tax rate changes enacted as of the year end,
have been appropriately reflected in the model.

We found the calculations to be accurate and allocations
from the unitary charge to settle part of the outstanding
contract debtor to be appropriate.

How we tailored the audit scope

We tailored the scope of our audit to ensure that we performed enough work to be able to give an opinion on the financial
statements as a whole, taking into account the structure of the company, the accounting processes and controls, and the

industry in which it operates.

Materiality

The scope of our audit was influenced by our application of materiality. We set certain quantitative thresholds for
materiality. These, together with qualitative considerations, helped us to determine the scope of our audit and the nature,
timing and extent of our audit procedures on the individual financial statement line items and disclosures and in evaluating
the effect of misstatements, both individually and in aggregate on the financial statements as a whole.

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows:

Overall materiality

£607,000 (2018: £551,000).

How we determined it 5% of profit before tax.

Rationale for benchmark
applied
benchmark .

We believe that profit before tax is the primary measure used.by the shareholders in
assessing the performance of the entity, and is a generally accepted auditing

We agreed with the directors that we would report to them misstatements identified during our audit above £30,000 (2018:
£28,000) as well as misstatements below that amount that, in our view, warranted reporting for qualitative reasons.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which ISAs (UK) require us to report to you

where:
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s thedirectors’ use of the going concern basis of accounting in the preparation of the financial statements is not
appropriate; or

e thedirectors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for a period
of at least twelve months from the date when the financial statements are authorised for issue.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the company’s
ability to continue as a going concern.

Reporting on other irifformation

The other information comprises all of the information in the Annual Report olher than the financial statements and our
auditors’ report thereon. The directors are responsible for the other information. Our opinion on the financial statements
does not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent otherwise
explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in
the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material
misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the financial
statements or a material misstatement of the other information. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have nothing to report
based on these responsibilities.

With respect to the Strategic Report, Directors’ Report and Corporate Governance Statement, we also considered whether
the disclosures required by the UK Companies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK) require us also
to report certain opinions and matters as described below.

Strategic Report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic Report and
Directors’ Report for the year ended 31 December 2019 is consistent with the financial statements and has been prepared in
accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we did
not identify any material misstatements in the Strategic Report and Directors’ Report.

Responsibilities for the financial statements and the audit

Responstbilities of the directors for the financial statements

As explained more fully in the Statement of Directors’ Responsibilities set out on page 5, the directors are responsible for the
preparation of the financial statements in accordance with the applicable framework and for being satisfied that they give a
true and fair view. The directors are also 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.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless
the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.

Auditors’ responstbilities for the audit of the financial statements

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 an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or
assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it may
come save where expressly agreed by our prior consent in writing.
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Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:
¢ we have not received all the information and explanations we require for our audit; or
e adequate accounting records have not been kept by the company, or returns adequate for our audit have not been
received from branches not visited by us; or

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

We have no exceptions to report arising from this responsibility.

Appointment

We were appointed by the directors on 27 November 1999 to audit the financial statements for the year ended 31 December
2000 and subsequent financial periods. The period of total uninterrupted engagement is 20 years, covering the years ended
31 Pecember 2000 to 31 December 2019.

Lofle—

Andrew Latham (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Bristol

l b June 2020

10



Integrated Accommodation Services plc

Statement of comprehensive income
for the year ended 31 December 2019

Note 2019 2018

£°000 £000

Turnover 56,829 54,920

Cost of sales (47,757) (46,521)
Gross profit 9,072 8,399

Administrative expenses 4 (887) (878)
Operating profit 5 8,185 7,521
Interest receivable and similar income 6 24,331 25,329

Interest payable and similar expenses 6 (20,374) (21,831)
Profit before taxation 12,142 11,019

Tax on profit 7 2,758) (2,449)
Profit for the financial year 9,384 8,570
Other comprehensive income - -
Total comprehensive income for the financial year 9,384 8,570

The company has been engaged solely in continuing activities in a single class of business within the United Kingdom for
both the current-and prior year.

The notes on pages 14 to 31 form an integral part of the financial statements.

11
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Statement of financial position
as at 31 December 2019

Note 2019 2018
£°000 £000
Current assets
Debtors: amounts falling due within one year 8 26,776 24,502
Debtors: amounts falling due after more than one year 8 295,649 315,366
Cash at bank and in .hand 42,401 38,198
364,826 378,066
Creditors: amounts falling due within one year 10 (35,816) (32,908)
Net current assets 329,010 345,158
Total assets less current liabilities 329,010 345,158
Creditors: amounts falling due after more than one year 11 (238,289) | (260,519)
Provisions for liabilities 12 (20,581) (19,725)
Net assets 70,140 64,914
Capital and reserves
Called up share capital 14 55 S5
Retained earnings 70,085 64,859
Total equity 70,140 64,914

The financial statements on pages 11 to 31 were approved by the Board on 15 June 2020 and were signed on its behalf by:

=

D Hardingham
Director

L.CTB_

B C J Dean
Director

Company registered number: 03824397

12
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Statement of changes in equity
for the year ended 31 December 2019

Note Called-up Retained Total

share capital earnings Equity
£000 £000 £000
Balance as at 1 January 2018 55 61,485 61,540
Profit for the year - 8,570 8,570
Other comprehensive income for the year - - -
Total comprehensive income for the year - 8,570 8,570
Dividends 15 - (5,196) (5,196)
Balance as at 31 December 2018 55 64,859 64,914
Balance as at 1 January 2019 © 55 64,859 64,914
Profit for the year - 9,384 9,384
Other comprehensive income for the year - - -
Total comprehensive income for the year - 9,384 9,384
Dividends 15 - (4,158) (4,158)
Balance as at 31 December 2019 55 70,085 70,140

The notes on pages 13 to 30 form part of these financial statements.

13



Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2019

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 a public company limited by shares and is incorporated and domiciled in the UK. The address
of its registered office Challenge House, International Drive, Tewkesbury Business Park, Tewkesbury,
Gloucestershire GL20 8UQ, 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

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

3.1 Basis of preparation of financial 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 Companies and Groups (Accounts and Reports) Regulations 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.

3.2 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. In assessing the company's ability to continue
as a going concern the directors have considered the impact of Covid-19, as described in the Strategic report.

3.3 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:

o 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 andis included
in the consolidated financial statements of that company, which can be obtained from the address given
in note 19. Consequently, Integrated Accommodation Services plc has taken advantage of the
exemption under the terms of FRS 102 paragraph 1.12(b), from the requirements of Section 7 Statement
of Cash Flows and Section 3 Financial Statement Presentation paragraph 3.17(d).

e from disclosing the company key management personnel compensation per FRS 102 paragraph 33.7.
3.4 Currency

The financial statements are presented in pound sterling and rounded to thousands.
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Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2019 (continued)

Accounting policies (continued)
3.5 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 £32.0m basic income (2018: £31.6m) and variation income of £24.8m (2018:
£23.3m).

Transactions amounting to £10.5m (2018: £8.1m) of revenue 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.

3.6 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.

3.7 Leased assets

Leases that do not transfer substantially 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.

3.8 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.

3.9 Financial liabilities

The company accounts for and discloses its financial liabilities in accordance with Financial Reporting Standard
102 s11. 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 s11.
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.
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Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2019 (continued)

Accounting policies (continued)
3.10 Financial assets

Basic financial assets 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.

3.11 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.

3.12 Contract debtor

The company meets the conditions to treat its contract debtor as a Service Concession Arrangement under FRS
102 s34.12 (Accounting by Operator as a Financial Asset), however, as the company entered into this concession
prior to transition to FRS 102, under FRS 102 s35.10 (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 is also disclosed of the contract debtor which uses a discounted cashflow method as described in
note 8. )

3.13 Cash and bank deposits

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

3.14 Trade creditors

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

3.15 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.

3.16 Related parties

The Company 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 Company financial statements. 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.

16



Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2019 (continued)

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 considered 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,
known as the “unitary charge”, 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. The accounting for the contract debtor
requires estimation of contract debtors interest rates and associated amortisation profile which
are based on the forecast results of the PFI contracts over the respective concession length.

Operating profit

The company had no employees during the year (2018: 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; Semperian Joint Ventures
Limited (formerly G4S Joint Ventures Limited) £109,351 (2018: £106,646), and Innisfree Limited £109,351
(2018: £106,646). The recharges paid by the company in 2019 and 2018 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 £26,050 (2018: £25,300). In addition, the company bore
£3,100 (2018: £3,000) in respect of the audit fee of its parent company and non-audit services of £nil (2018:
£nil) during the year.
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Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2019 (continued)

6 Net interest

2019 2018

£000 £000

Bank interest receivable ‘ 365 256

Imputed interest on contract debtor 23,966 25,073

Interest receivable and similar income 24,331 25,329
Interest payable and similar expenses on bonds ' 17,217) (18,564)
Interest payable and similar expenses on loan stock (3,157) (3,267)
Interest payable and similar expenses 20,374) (21,831)

Net interest receivable : 3,957 3,498

Interest is imputed on the contract debtor using a property specific rate of 7.57% (2018: 7.57%).
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Integrated Accommodation Services plc

Notes to the fmanciai statements
for the year ended 31 December 2019 (continued)

7 Tax on profit

2019 2018
Analysis of charge in year £000 £000
Current tax
UK corporation tax on profits of the year 1,902 1,518
Total current tax charge 1,902 1,518
Deferred tax
Origination and reversal of timing differences 957 1,041
Impact of change in tax rate (101) (110)
Total deferred tax charge (note 12) 856 931.
Tax on profit 2,758 2,449

The deferred tax charge for 2019 and 2018 relates entirely to timing differences.
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Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2019 (continued)

Tax on profit (continued)
Reconciliation of tax charge

The tax assessed for the year is higher (2018: higher) than the standard effective rate of corporation tax in the
UK for the year ended 31 December 2019 of 19.00% (2018: 19.00%). The differences are explained below:

2019 2018

£°000 £000

Profit on ordinary activities before tax 12,142 11,019

Profit on ordinary activities multiplied by the standard rate in the UK of 19.00% 2,307 2,094
(2018: 19.00%)

Amortisation of non-qualifying expenditure 552 465

Impact of change in tax rate (101) (110)

Tax on profits 2,758 2,449

Factors that may affect future tax charges

In 2016 a reduction to the UK corporation tax rates was enacted to reduce the main rate to 17% from 1 April
2020. In the Spring Budget 2020, the Government announced that from 1 April 2020 the corporation tax rate
would remain at 19% (rather than reducing to 17%, as previously enacted). This new law was substantively
enacted on 17 March 2020. However, at 31 December 2019 this change had not been substantively enacted and
IAS 12 therefore requires that the financial statements must continue to be prepared on the assumption that the
rate will still decrease to 17% from 1 April 2020. The effect of this change of law would be additional net deferred
tax liabilities at 31 December 2019 of £2,421,285.

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 will continue to utilise tax losses to cover the maximum permitted proportion of its expected
taxable profits in future financial periods. As a result of the Finance (No 2) Act 2017, the amount of annual profit
earned after 1 April 2017 that can be relieved by brought forward losses is limited to 50%, subject to a £5 million
allowance per group. No reversal of deferred tax liabilities is expected in the next financial period.
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Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2019 (continued)

8 Debtors

2019 2018
£000 £000

Amounts falling due within one year
Trade debtors 421 607
Contract debtor 18,417 15,641
Prepayments and accrued income 7,938 8,254
26,776 24,502

Amounts falling due after more than one year

Contract debtor 295,649 315,366

The fair values of debtors are as follows:
2019 2018
£000 £°000
Trade debtors 421 607
Contract debtor 413,613 474,291
Prepayments and accrued income 7,938 8,254
421,972 483,152

The fair value of the contract debtor is based on cash flows over the life of the contract discounted using a rate
of 5.33% based on the weighted average rate of return on the borrowings when measured at fair value (2018:
3.86%). The fair values of trade debtors, and accrued income equal their book values.
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Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2019 (continued)

9 Financial assets

As described in the accounting policies, trade debtors are not considered to be impaired. Trade debtors include
invoices amounting to £421,000 (2018: £607,000), 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 2019, trade debtors of £148,000
(2018: £21,000) 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 £129,000 (2018: £8,000), 3-6 months overdue
£4,000 (2018: £5,000) and over 6 months overdue £15,000 (2018: £8,000).

Trade debtors, 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.

2019 2018

£°000 £000
Counterparties with external credit rating
Cash and term deposit accounts at bank 42,401 38,198
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 273 586
Accrued income 7,687 7,993
Contract debtor 314,066 331,007
Total neither past due nor impaired 364,427 377,784

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 2019 was
£34,006,000 (2018: £31,519,000).
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Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2019 (continued)

10 Creditors: amounts falling due within one year

2019 2018

£000 £000

6.48% Guaranteed Secured Bonds due 2029 21,686 19,068
Less: issue costs (450) (509)
10.14% Mezzanine Secured Notes due 2028 1,003 907
Less: issue costs (13) (14)
Trade creditors 4,109 5,222
VAT 1,654 1,613
Corporation tax 997 568
Accruals and deferred income 6,830 6,053
35,816 32,908

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 2019 (continued)

Creditors: amounts falling due after more than one year

2019 2018
£°000 £000
More than one year but less than two years
6.48% Guaranteed Secured Bonds due 2029 25,159 21,686
Less: issue costs (400) “@7)
10.14% Mezzanine Secured Notes due 2028 1,109 1,003
Less: issue costs (12) (14)
25,856 22,204
More than two years but less than five years
6.48% Guaranteed Secured Bonds due 2029 69,565 70,951
Less: issue costs (909) (1,127)
10.14% Mezzanine Secured Notes due 2028 4,082 3,692
Less:.issue costs 1)) (B34
72,710 73,482
More than five years
6.48% Guaranteed Secured Bonds due 2029 111,218 134,990
Less: issue costs (528) (670)
10.14% Mezzanine Secured Notes due 2028 6,609 8,108
Less: issue costs (13) (18)
14.00% Subordinated Loan Notes due 2028 (due to parent undertaking) 22,548 22,548
Less: issue costs (111) (125)
139,723 164,833
238,289 260,519
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Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2019 (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 2019, £227,628,000 (2018:
£246,695,000) 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 2019, £12,803,000 (2018: £13,710,000) 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 I January 2005. The company
anticipates commencing redemption by way of principal repayment in June 2028. These notes are unlisted and
unsecured.

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 tumn issued corresponding loan notes, which are held by its shareholders in proportion to their
shareholdings.

Issue costs of £2,464,000 (2018: £2,982,000) 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 s11.

Provisions for liabilities

2019 2018
£000 £000
Provision for deferred tax
Accelerated capital allowances 25,542 26,709
Other timing differences 3,016 3,069
Losses (16,822) (19,375)
Accelerated finance costs - 8,845 9,322
Total provision for deferred tax 20,581 19,725
Provision at 1 January 19,725 18,794
Deferred tax charge in statement of comprehensive income for the year (note 856 931
7)
Provision at 31 December 20,581 19,725

The deferred tax assets recognised by the company are expected to be fully utilised by 2025 and are expected to
be realised over a shorter period over which the deferred tax liability unwinds.

Unprovided deferred tax at 31 December 2019 totalled £nil (2018: £nil).
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Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2019 (continued)

Financial instruments
Funding and liquidity

The company funds its operations through finance raised by the issue of fixed rate bonds and loan notes. At 31
December 2019, 53.4 percent (2018: 58.5 percent) of the outstanding bonds and loan notes 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.Integrated Accommodation
Services’s bankers.

2019 2018
Financial assets at amortised cost £000 ' £000
The company held the following categories of sterling financial assets
Sterling monetary assets
Cash at bank 6,712 5,133
Bank deposits 35,689 33,065
42,401 38,198
Trade debtors 421 607
Accrued income 7,687 7,993
Contract debtor 314,066 331,007
Total financial assets 364,575 377,805

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 secured bonds. 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 separate cash and term bank accounts held in accordance with the Collateral Deed amount
to £42,401,000 (2018: £38,198,000). :

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 plc

Notes to the financial statements

for the year ended 31 December 2019 (continued)

Financial instruments (continued)

Financial liabilities

Maturity analysis of financial instruments held to finance Integrated Accommodation Services plc operations:

2019 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 22,689 7.35% 1
In more than one year but not less than two years 26,268 7.43% 1
In more than two years but not more than five years 73,647 7.65% 3
In more than five years 140,375 8.53% 6
Total 262,979 7.77% 11
2018 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 19,975 7.29% 1
In more than one year but not less than two years 22,689 7.35% 1
In more than two years but not more than five years 74,643 7.53% 3
In more than five years 165,646 8.60% 7
Total 282,953 7.68% 12
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Integrated Accommodation Services plc

Notes to the financial statements

for the year ended 31 December 2019 (continued)

Financial instruments (continued)

2019 2018
Financial liabilities at amortised cost £°000 £000
The company held the following categories of financial liabilities
Trgde creditors . 4,109 5,222
Accruals 6,682 5,892
6.48% Guaranteed Secured Bonds due 2029 227,628 246,695
10.14% Mezzanine Secured Notes due 2028 12,803 13,710
14.00% Subordinated Loan Notes due 2028 22,548 22,548
Total financial liabilities 273,770 294,067

2019 2018
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 cash at bank) 364,575 464,373 - 377,805 521,350
Financial liabilities (including trade creditors and (273,770) (333,049) (294,067) (344,744)

accruals)
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Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2019 (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. 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 2019 and 31 December 2018 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
£26,441,000 and £21,719,000. 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

2019 2018
£000 £000

Allotted and fully paid
55,000 (2018: 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.

Dividends
2019 2018
£000 £000
Dividend of £75.60 per share (2018: £94.47) paid from distributable reserves 4,158 5,196
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Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2019 (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 (2018: £1) expiring after five years. The total commitment at 31 December 2019 was £11 (2018:
£12).

Commitments and contingent liabilities

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 2019 were £22,542,000 (2018: £22,245,000). 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 £10,417,000 (2018: £19,380,000).

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 £458,000 (2018: £441,000).

Under the terms of a consultancy services agreement with Imagile Professional Services Limited dated 13
November 2018, the group is committed to the payment of fixed and variable fees based on services provided in
the contract term. Payments made in the year to 31 December 2019 were £476,000 (2018: £525,324).

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.
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Integrated Accommodation Services plc

Notes to the financial statements
for the year ended 31 December 2019 (continued)

Related party disclosures

Smperian Joint Ventures Limited (formerly G4S Joint Ventures Limited), a shareholder in Accommodation
Services Ltd (the parent company of Integrated Accommodation Services plc), provided administrative and
technical services at a cost of £109,351 (2018: £106,646). '

Innisfree Limited, a company related to Innisfree PFI Secondary Fund, a shareholder in Accommodation
Services Ltd (the parent company of Integrated Accommodation Services plc), and Innisfree PFI Secondary
Fund 2 (a shareholder in Accommodation Services Ltd (the parent company of Integrated Accommodation
Services plc), (through their nominee Innisfree Nominees Limited), provided administrative and technical
services at a cost of 109,351 (2018: £106,646).

Imagile Professional Services Limited, a company related to Semperian Joint Ventures Limited (formerly G4S
Joint Ventures Limited), provided administrative and technical services at a cost of £476,000 (2018: £525,324).

At the year end there was £nil (2018: £nil) payable to Semperian Joint Ventures Limited (formerly G4S Joint
Ventures Limited), £nil (2018: £nil) payable to Innisfree Limited and £46,000 (2018:£nil) payable to Imagile
Professional Services 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 (which is the largest
and smallest group to consolidated these financial statements), a company which prepares consolidated financial
statements which are available from its registered office: Challenge House, International Drive, Tewkesbury
Business Park, Tewkesbury, Gloucestershire, GL20 8UQ, England. Fifty percent of the share capital of
Accommodation Services (Holdings) Limited is held by Semperian Joint Ventures limited (formerly 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.

Post balance sheet events
COVID-19
On 11 March 2020 COVID-19 was declared a global pandemic by the World Health Organisation.

The company has one customer, the Secretary of State for Foreign and Commonwealth Affairs (the customer).

* The business is an essential service for the UK Government. The business continues despite the COVID 19

pandemic and is not affected by Government restrictions in relation to business closures.

The directors have considered potential effects of COVID-19 on revenue streams, cost base, debtor
recoverability, lender covenants, capital allocation decisions, and liquidity and solvency.

The customer has committed to continue to pay the company in full during this time, relaxing the terms of SLAs
to take into account staff absences caused by self-isolating or sickness.

Given the continued receipt of revenues from the customer, the company expects no material adverse effect on.
revenue streams, cost base, capital allocation decisions, covenants, or liquidity and solvency.
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