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Strategic report for the year ended 31 March 2017
The directors present the Strategic report for the year ended 31 March 2017.
Principal activities

The principal activity of the company during the year was to act as a holding company. The principal activities of
the group of companies owned by Turnstone Equityco 1 Limited (‘the group’) are the operation of dental practices
and the provision of materials, services and equipment to dental practices.

The group provides a range of National Health Service (‘NHS’) and private dental services from practices
throughout the United Kingdom along with support services to other third party dental practices and the wider
healthcare sector.

Business ownership
The group is jointly owned by The Carlyle Group (‘Carlyle’) and Palamon Capital Partners (‘Palamon’).

Founded in 1987, Carlyle is one of the world’s largest alternative asset managers. Palamon, founded in 1999, is an
independent private equity partnership focused on providing equity for European growth services companies.

Carlyle and Palamon have joint control of Turnstone Equityco 1 Limited. Carlyle’s majority holding is owned by
CEP III Participations S.a.r.l. SICAR, an investment vehicle for Carlyle. Palamon’s ownership of the group is
through its fund Palamon European Equity II, L.P. As at 31 March 2017, senior managers of the group held 15.9%
of the equity interest in the company (2016: 15.9%).

The equity funding is split between preference and ordinary share capital, with the ordinary capital being designated
‘A1’, ‘A2’ and ‘B’ for ownership identification. ‘A1’ ordinary shares have a nominal value of £0.01, ‘A2’ and ‘B’
ordinary shares have a nominal value of £0.04.

Ownership Structure

[Number of shares (% of total) - Management Carlyle” . ) Pal Total J
'Al' Ordinary ('000) - - 1,282 64.1% 400 20.0% 1,682 84.1%
'A2' Ordinary ('000) 18 0.9% - - - - 18 0.9%
‘B' Ordinary ('000) 300 15.0% - - - - 300 15.0%
Total 318 15.9% 1,282 64.1% 400 20.0% 2,000 100.0%

Business review
The group is organised into two distinct business units.

mydentist (formerly Patient Services)

Through mydentist, the group owns and manages a national chain of dental practices, with 674 sites at 31 March
2017 (2016: 672). The dental practices, operating mainly under the “mydentist” brand, offer a broad range of
primary care dental services, including dental examinations, fillings and extractions, as well as more specialised
dental services such as cosmetic dentistry and orthodontics. With around 66% of group revenue coming from NHS
contracts (2016: 68%), the group is the largest provider of NHS dentistry in the UK.

The division’s main trading entities are Petrie Tucker and Partners Limited, Whitecross Dental Care Limited and
IDH Limited. mydentist has continued to grow its private dentistry revenues during the year, both organically and
through acquisition. The NHS dentistry business has been negatively impacted compared to previous years by
increased NHS scrutiny of claims and performance benchmarks, which have reduced dentist productivity by
increasing appointment times as dentists spend more time recording notes detailing patient care and causing dentists
to be more cautious in claiming Units of Dental Activity (“UDAs”). As a result, some dentists have decided to
reduce the volume of UDAs they are willing to complete in a year, or to change their focus towards delivering more
private treatments. In addition, the business has seen a decrease in the number of exempt patients seeking treatment
as a result of the improving UK economy. Management are implementing a range of actions in order to improve
UDA delivery performance, including the recruitment of additional clinicians, in order to enable mydentist to
deliver the NHS contracts in future periods.
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Strategic report for the year ended 31 March 2017 (continued)
Business review (continued)

During the year to 31 March 2017, mydentist acquired six practices, merged two practices into other existing
practices and closed two practices.

mydentist’s revenue during the year was principally derived from long-term fixed value contracts with NHS regions
and sub regions (‘NHS Regions’). Provided the group achieves certain performance related criteria on an annual
basis, the fixed-income nature of the contracts in England and Wales provides the group with stability and visibility
over its revenue and profit streams. Payments under the framework contracts are made to us by NHS England, with
payment of 1/12 of the contract value paid at the beginning of each month. We collect patient contributions on
behalf of the NHS, and typically remit such amounts to the NHS in arrears within two-to-six weeks thereafter. Three
to six months following the contract year-end (31 March), we receive a statement detailing UDA performance under
each contract. If, at the end of the contract year, a practice has not performed all the UDAs allocated under its
contract, NHS England may seek to reclaim UDAs paid for but not performed. Any reclamation of payment must be
made after the end of the contract year of underperformance, although repayment may be made in-year (referred to
as a “handback”) if both parties agree. In addition mydentist has variable income streams based on treatment
provided to patients under private contract and to NHS patients in Scotland and Northern Ireland.

mydentist has four dental practices participating in the NHS’s prototype trial process which commenced in April
2016 as the next stage in the proposed reform of the NHS dentistry contract. Under the proposed changes, NHS
dentistry contracts could combine aspects of the existing UDA-based system with fixed payments for a given level
of care time, number of patients treated, clinical outcomes, patient experience and safety. The prototype format
looks to balance the level of activity with providing quality care to patients along with improving access to dentistry.
The prototype programme is at an early stage and the group does not expect any changes to be implemented until
2019/20 at the earliest, if at all, and anticipates that there would be little change to overall contracted values.

Dental Directory (formerly Practice Services)

Dental Directory is a leading supplier of dental and other medical consumables and materials and services (including
the installation and servicing of specialised dental equipment), selling dental supplies and services to at least 8,000
dental practices, including mydentist dental practices. Dental Directory has an estimated market share of 25% in the
United Kingdom, by revenue.

The principal trading entities of Dental Directory are Billericay Dental Supply Co. Limited trading as Dental
Directory, along with a number of smaller businesses including DBG (UK) Limited, Dolby Medical Limited, Med-
FX Limited and PDS Dental Laboratory Leeds Limited. During the year ended 31 March 2017, Dental Directory has
continued to grow organically and progress has been made in integrating the acquisitions of Dolby Medical Limited
and PDS Dental Laboratory Leeds Limited, which were acquired in March 2016, and Med-FX Limited, acquired in
August 2015.
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The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards as adopted by the European Union (‘IFRS’).

Consolidated income statement
The group’s results for the year are summarised below.

Summary Financial Results ’ .- ) 2017 , 2016
Year ended 31 March . : £m £m
Revenue 585.8 565.9
Gross profit 261.0 258.4
Operating (loss)/profit (22.7) 11.6
Amortisation 32.8 31.6
Depreciation . 20.7 18.8
Amortisation of grant income 0.1) 0.1)
Impairment of goodwill and intangible assets 30.0 -
Other non-underlying items 8.4 18.7
Foreign exchange (0.3) 0.49)
EBITDA before non-underlying items 68.8 80.2

Revenue from mydentist was £480.9 million (2016: £472.7 million) with £385.1 million (2016: £386.4 million)
arising from NHS dentistry services and £95.8 million from private dentistry services (2016: £86.4 million).
Revenue from NHS dentistry services comprised 65.7% (2016: 68.3%) of total group revenue with private dentistry
services contributing 16.4% (2016: 15.3%). Revenue from Dental Directory, net of supplies to mydentist practices,
was £104.9 million (2016: £93.1 million) or 17.9% of the group total (2016: 16.4%).

The group has continued to experience strong demand for private dentistry services within our existing practices,
with like-for-like revenue having increased by 7.0% (2016: 11.6%). However this growth has been offset by a
reduction in revenue from NHS dentistry services, where we have seen a reduction in the overall UDA delivery
percentage, after temporary and permanent handbacks, to 90.4% for the year ended 31 March 2017 compared with
92.4% for the year ended 31 March 2016. The decrease in UDA delivery percentage reflects increased NHS scrutiny
of claims and performance benchmarks, which has led to reduced productivity, through increased appointment
times, as dentists spend more time recording notes detailing patient care, become more cautious in claiming UDA’s
and, in some cases, look to reduce the number of UDA’s they are willing to complete in a year as a result. In
addition, a decline in the number of exempt patients has led to a change in UDA band mix away from higher value
band 2 (3 UDAs) and 3 (12 UDAs) treatments, and initiatives to increase the range of treatment options available to
patients has had some adverse impact upon NHS revenues whilst contributing to the growth in private revenues.
Management are implementing a range of actions to reverse the decline in NHS revenues, including the recruitment
of additional clinicians to deliver these additional UDA’s.

Gross profit for the group increased by £2.6 million from £258.4 million for the year ended 31 March 2016 to
£261.0 million for the year ended 31 March 2017. Gross margin declined from 45.7% for the year ended 31 March
2016 to 44.6% for the year ended 31 March 2017. In mydentist, gross margin declined from 47.9% for the year
ended 31 March 2016 to 46.8% for the year ended 31 March 2017, principally due to the increased usage of locums
when compared to the year ended 31 March 2016 as management took action to deliver unallocated UDA'’s,
however this was partially offset by savings in materials costs as the group benefits from VAT synergies and
economies of scale. The gross margin in Dental Directory was 29.8%, a decrease of 0.7 percentage points from
30.5% for the year ended 31 March 2016. This reduction principally reflected volatility in the value of Sterling
against both the Euro and US Dollar in the period following the EU referendum in June 2016. This has subsequently
been mitigated through supply chain efficiencies and price increases to customers and gross margin is returning to
longer term averages as a result.

Dental practice staff costs within mydentist have also increased as a result of both headcount and living wage
increases, and Dental Directory has invested in headcount increases at its support centre to underpin future growth.
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Business review (continued)

Consolidated income statement (continued)

The group’s key profit performance indicator is earnings before interest, tax, depreciation, amortisation and non-
underlying items (‘EBITDA before non-underlying items’). Management consider this the key operating indicator as
it measures the underlying performance of the group and the ability of the group to service its debt.

2017 2016
. £fm £m
Operating (loss)/profit (22.7) 11.6
Net finance costs (122.2) (98.2)
Loss before income tax (144.9) (86.6)
Income tax credit 11.2 7.8
Loss for the year 133.7) (78.8)

Consolidated balance sheet

Goodwill and intangible assets amount to £740.5 million (2016: £792.4 million) and arose from the acquisition of
the Integrated Dental Holdings (‘IDH’) and Associated Dental Practices (‘ADP’) groups in May 2011 together with
the acquisition of further dental practices and businesses complementary to Dental Directory over the past six years.
Amounts ascribed to intangible assets acquired through business combinations are determined by using appropriate
valuation techniques, including estimated discounted future cash flows. The principal intangible assets recognised
by the group include contractual arrangements and relationships, customer relationships and brands or trademarks.
During the year ended 31 March 2017, the group.has recorded impairment charges of £26.9 million and £3.1 million
against the carrying value of goodwill and intangible assets within mydentist respectively. The impairments reflect
the effects of recent UDA delivery performance and a small number of permanent contract hand-backs agreed with
NHS Regions during the year. The permanent contract cuts have affected a limited number of practices where
delivery rates have been consistently difficult to maintain due to either dentist or patient shortages. See also note 15
to the financial statements.

Property, plant and equipment of £98.8 million (2016: £99.4 million) include £19.5 million (2016: £26.9 million) of
additions during the year resulting from upgrades to the group’s dental practices, equipment and facilities, including
work performed as part of the rollout of the ‘mydentist’ brand.

On 5 August 2016, the group re-financed its existing senior secured notes, due 2018, and second lien notes, due
2019, with an aggregate par value of £500 million, along with its £100 million Super Senior Revolving Credit
Facility (“SSRCF”) against which £39 million was drawn at that date. The senior secured fixed rate notes were
redeemed at 101.5, a premium of 1.5% to par, the senior secured floating rate notes were redeemed at par and the
second lien notes were redeemed at 104.25, a premium of 4.25% to par. The redemption, along with the associated
transaction fees and expenses, was financed through the issue of the following instruments by IDH Finance Plc:

- £275 million 6.25% senior secured notes due 15 August 2022;
- £150 million LIBOR plus 6.00% senior secured fixed rate notes due 15 August 2022; and

- £130 million LIBOR plus 8.00% second lien notes due 15 August 2023, with LIBOR subject to a minimum
floor of 1.00%.

The 6.25% senior secured notes were issued at par, the senior secured floating rate notes were issued at 99.5, a
discount of 0.5% to par, and the second lien notes were issued at 96.5, a discount of 3.5% to par.

On the same date, Turnstone Bidco 1 Limited entered into an agreement with a syndicate of banks for a new £100
million SSRCEF, available until 25 July 2022.

At 31 March 2017, borrowings, including shareholder debt, totalled £1,172.8 million (2016: £1,;096.7 million).
Borrowings comprise £540.2 million (2016: £531.9 million) of senior and second lien debt as detailed above, net of
unamortised arrangement fees, along with £587.3 million (2016: £524.4 million) of 12% loan notes and £45.3
million (2016: £40.5 million) of preference shares, which together include accrued interest and dividends of £294.5
million (2016: £226.7 million). The loan notes are not redeemable until May 2021.
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Business review (continued)

Consolidated cash flow statement
Cash generated from operations of £72.9 million (2016: £80.0 million) reflects the strong cash generation properties

of the group’s business units.

After the servicing of external finance costs, costs associated with the re-financing, investments made in the practice
estate including the re-branding of additional practices under the trading name ‘mydentist’ and the acquisition of
further dental practices during the year, cash reduced by £2.4 million to leave a closing cash balance of £12.7
million (2016: £15.1 million).

Subsequent events
To the date of this report, the group has acquired one additional dental practice and has closed one dental practice.
Principal risks and uncertainties

Regulatory risks

The results of the group are subject to the regulatory environment related to health and safety, quality of care, the
storage and distribution of controlled drugs and medicines, the disposal of hazardous waste and data protection,
principally through the costs related to compliance. The group’s dental practices are subject to regular review by the
Care Quality Commission (‘CQC’) and could be closed if compliance with CQC guidelines cannot be demonstrated.
As the leading provider of dental services in the United Kingdom, the group is well placed to respond to and comply
with regulatory changes through dedicated regulatory and compliance teams. Dental Directory is also subject to
regulatory oversight from the Medical and Healthcare Products Regulatory Agency (‘MHRA’) in respect of the
purchase, sale and storage of medicines.

The group receives, generates and stores significant volumes of personal data containing patients personal and
medical information. The group is therefore subject to the privacy laws with respect to the use, transfer and
disclosure of this data. A failure to adequately safeguard confidential patient information could result in significant
fines, penalties and litigation.

NHS contract

The NHS contract for the dentist in England and Wales, introduced in April 2006, provides clear benefits to the
group, both in terms of income stability and visibility and therefore dentist retention. However, as with any system,
there are likely to be modifications to it, potentially through the introduction of a new contract structure. The extent
of such modifications and the impact which they may have on the group, either in a favourable or adverse manner
have not yet been drafted into legislation. However, the group maintains a close dialogue with the Government in
developing the new contract and is participating in the prototype programme which commenced in October 2015 to
ensure that the business is well prepared for future changes, if any. The outcome of the General Election to be held
on 8 June 2017 could alter the future direction of government policy in respect of NHS dentistry and the group
continues to monitor developments.

Clinicians and other qualified staff

The group requires skilled clinicians, hygienists and nurses in order to care for its growing patient base. The
expansion of the European Union (‘EU’) over recent years and the increased capacity of UK dental schools have
increased the supply of clinicians available to the group. The improved supply, coupled with the nature of the
dentist’s contracts has improved the retention of dentists within the group. The directors recognise the importance of
quality clinicians and their self-employed status for ensuring the continued success of the group. The group manages
the risk associated with the supply of clinicians through offering access and subscription to training and
development programmes to enhance retention. Due to factors which have resulted in a decrease in UDA delivery
rates over the past two years, the group is currently working to recruit additional clinicians in order to deliver its
NHS contracts. In addition, the UK’s decision to withdraw from membership of the EU may impact the supply of
clinicians in future and the group continues to monitor developments.

The group continues to invest in improving pay structures and incentivisation for nurses and other clinical staff and
continues to review the impact of changes resulting from the introduction of the Apprenticeship Levy and future
increases to the National Living Wage upon its staffing structures.

The group has also continued to invest in its own training resource, the mydentist Academy, along with the
accompanying on-line training system.
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Strategic report for the year ended 31 March 2017 (continued)

Financial risk management

The Board of Directors has overall responsibility for the establishment and oversight of the group’s risk
management framework. The group’s activities expose it to a variety of financial risks: credit risk, liquidity risk,
market (including currency and interest rate risk) and inflation risk.

The group’s risk management policies are established to identify and analyse the risks faced by the group, to set
appropriate risk limits and controls to monitor both the risks and adherence to limits set. Risk management policies
and systems are reviewed regularly to reflect changes in market conditions and the group’s activities. Further details
can be found in note 30 to the financial statements.

KPIs — financial and non-financial

The KPIs set out in the table below are fundamental to the business and reflect focus on the drivers of value that will
enable and inform the management team to achieve the business plans, strategic aims and objectives.

KPIs ) : 2017 ’ 2016
Year ended 31 March- - : " ) ) : '
RevenUe (£ e 585.8 5659
EBITDA before non-underlyingitems (£'m) ... 688 . 802
Operating (lossyprofit (£'m) e 22 ] 116
NHS dentistry services as a percentage of group revenue (%) ... .. ................ 65.7% ____...68.3%
Private dentistry services as a percentage of grouprevenue (%) ... 164% ] 15.3%,
Dental Directory revenue as a percentage of grouprevenue (%) ... ... 119% ] 16.4%
Like-for-like private revenue growth (%) ... 7.0% ] 11.6%
UDA" delivery (% of total contract, after temporary and permanent handbacks) 904% . 924%
Gross profit margin (%0) e 44.6% __45.T%
Overheads as a percentage of revenue (%) ® 3B1% .. 318%
EBITDA margin (%) e W% ] 14.2%
Number of dental practices ! 674 ... 672
Proforma LTMEBITDA (£m) ® e 703, .. 848
Netbank and bond debt (£'m) . 5274 . _..5168
Netdebtto EBITDA e 767 ....845
Netdebt to Proforma LTM EBITDA . 750 ... 609
Cash generated from operations (£'m)_______ ... 29 ... 800
Cash generated from operations net of interestpaid (£'m) ... 344 447

(1) UDA - Units of Dental Activity, measures set by the NHS Regions as part of the contract terms. The UDA delivery % shown above is
stated after temporary and permanent handbacks agreed in-year. The UDA delivery % before handbacks for the year ended 31 March
2017 was 88.0% (2016: 92.4%).

(2) Overheads as a percentage of revenue represents administrative expenses, plus distribution costs, less depreciation, amortisation and
non-underlying items.

(3) Proforma EBITDA has been calculated in accordance with the methodology set out in IDH Finance Plc Offering Memorandum dated
22 July 2016 and represents the estimated EBITDA of the group after adjusting for the full year ownership effect of acquisitions and
disposals completed during the year ended 31 March 2017.
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Future outlook and strategy

Whilst the market continues to be challenging for dentistry in the UK, with pressures on NHS funding and consumer
spending, the directors believe that the group continues to be well positioned to take advantage of further
opportunities. In particular, the group will continue to focus on delivering growth through:

increasing the number of clinician hours available to patients;

delivering high quality care and promoting the highest clinical standards;

recovering and optimising delivery of its existing NHS contracts;

exploring opportunities to tender for new contracts;

diversifying our revenues through new initiatives both in private dentistry and within Dental Directory;
leveraging the investment in the mydentist brand to attract new customers, increase brand recognition and
expand our dentistry offering;

implementing improved systems and processes to increase productivity, efficiency and oversight;

investing in the equipment and buildings of our practice estate;

growing our portfolio through further complimentary acquisitions; and

using the size of our portfolio and systems to procure materials and services more efficiently and
effectively.

On behalf of the Board

WHM Robson

Director

31 May 2017
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Directors’ report for the year ended 31 March 2017

The directors present their report and the audited consolidated financial statements of Turnstone Equityco 1 Limited
for the year ended 31 March 2017.

Financial risk management

Please refer to the Strategic report for a description of the group’s financial risk management processes.
Future developments

Please refer to the business review section of the Strategic report for a description of future developments.
Proposed dividend

The directors do not recommend the payment of a dividend for the year (2016: £nil).

Directors

The directors who held office during the year and to the date of this report were as follows:

J Bonnavion

A Bowkett (appointed 21 March 2017)
A Burgess (appointed 3 October 2016)
B Cockceroft

L Elson

K Jayaraman (appointed 3 October 2016)
T Riall (appointed 8 May 2017)
WHM Robson

E Kump (resigned 3 October 2016)
P Pindar (resigned 3 October 2016)
T Scicluna (resigned 31 March 2017)
A Stirling (resigned 3 October 2016)

The directors benefitted from qualifying third party indemnification provisions in place during the financial year and
to the date of this report. The group also provided qualifying third party indemnity provisions to certain directors of
subsidiary companies during the financial year and to the date of this report.

Statement of directors’ responsibilities

The directors are responsible for preparing the Annual report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have prepared the group and parent company financial statements in accordance with International
Financial Reporting Standards as adopted by the European Union (‘IFRSs’). Under company law the directors must
not approve the financial statements unless they are satisfied that they give a true and fair view of the state of affairs
of the group and the company and of the profit or loss of the group and company for that year. In preparing the
financial statements, the directors are required to:

select suitable accounting policies and then apply them consistently;

state whether applicable IFRSs have been followed for the group and company financial statements, subject
to any material departures disclosed and explained in the financial statements;

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

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
group and company’s transactions and disclose with reasonable accuracy at any time the financial position of the
group and company and enable them to ensure that the financial statements comply with the Companies Act 2006
and, as regards the group financial statements, Article 4 of the IAS Regulation.

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

The directors are responsible for the maintenance and integrity of the company’s website. Legislation in the United
Kingdom governing the preparation and dissemination of financial statements may differ from legislation in other
jurisdictions.
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Directors’ report for the year ended 31 March 2017 (continued)
Employees

The group is an equal opportunities employer and does not discriminate between employees on the grounds of race,
ethnic origin, age, sex or sexual orientation.

Applications for employment from disabled persons are given full and fair consideration with regard paid only to the
ability of candidates to carry out satisfactorily the duties of the job. Should an existing employee become disabled,
every effort is made to ensure continuing employment with retraining arranged where necessary. Disabled persons
share in the opportunities for career development and promotion while training takes account of any special needs.

Briefing and consultative procedures exist throughout the group to inform employees on matters of concern to them,
the financial and economic performance of their business units and to provide opportunities for comment and
discussion. '

Political and charitable contributions

The group made charitable contributions totalling £6,654 during the year (2016: £16,540). The group made no
political donations during the year (2016: £nil).

Policy and practice on the payment of creditors

It is the group’s policy in respect of all suppliers, including self-employed dentists, to agree payment terms in
advance of the supply of goods and to adhere to those payment terms.

Subsequent events
To the date of this report, the group has acquired one additional dental practice and has closed one dental practice.
Going concern

The parent company and consolidated financial statements have been prepared on a going concern basis, which the
directors consider to be appropriate, having given due consideration to current trading forecasts and the various
facilities available to the group.

The group meets its day to day working capital requirements through cash generated from operations and its
borrowing facilities. The group’s forecasts and projections, taking account of reasonably possible changes in trading
performance, show that the group is able to operate within the level of its current facilities. Further information on
the group’s available borrowing facilities can be found in note 24 to the financial statements.

Disclosure of information to auditors

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

Independent auditors

PricewaterhouseCoopers LLP have indicated their willingness to continue in office and a resolution that they be
reappointed will be proposed at the Annual General Meeting.

On behalf of the Board
WHM Robson Europa House
Director Europa Trading Estate
31 May 2017 Stoneclough Road
’ Kearsley
Manchester
M26 1GG
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Independent auditors’ report to the members of Turnstone Equityco 1 Limited

Report on the financial statements
Our opinion
In our opinion:
e Turnstone Equityco 1 Limited’s group financial statements and company financial statements (the “financial

statements™) give a true and fair view of the state of the group’s and of the company’s affairs as at 31 March
2017 and of the group’s loss and the group’s and the company’s cash flows for the year then ended,

e the group financial statements have been properly prepared in accordance with International Financial
Reporting Standards (“IFRSs”) as adopted by the European Union;

¢ the company financial statements have been properly prepared in accordance with IFRSs as adopted by the
European Union and as applied in accordance with the provisions of the Companies Act 2006; and

¢ the financial statements have been prepared in accordance with the requirements of the Companies Act 2006.
What we have audited

The financial statements, included within the Annual report and consolidated financial statements (the “Annual
report™), comprise:
¢ the consolidated and company balance sheets as at 31 March 2017;

e the consolidated income statement and consolidated statement of comprehensive expense for the year then
ended;

e the consolidated and company cash flow statements for the year then ended;
e the consolidated and company statements of changes in equity for the year then ended; and

o the notes to the financial statements, which include a summary of significant accounting policies and other
explanatory information (including the reconciliation of movement in net cashflow to movement in net debt
on page 20).
The financial reporting framework that has been applied in the preparation of the financial statements is IFRSs as
adopted by the European Union and, as regards the company financial statements, as applied in accordance with the
provisions of the Companies Act 2006, and applicable law.

In applying the financial reporting framework, the directors have made a number of subjective judgements, for
example in respect of significant accounting estimates. In making such estimates, they have made assumptions and
considered future events.

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

e the information given in the Strategic report and the Directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

e the Strategic report and the Directors’ report have been prepared in accordance with applicable legal
requirements.

In addition, in light of the knowledge and understanding of the group, the company and their environment obtained
in the course of the audit, we are required to report if we have identified any material misstatements in the Strategic
report and the Directors’ report. We have nothing to report in this respect.

Other matters on which we are required to report by exception
Adequacy of accounting records and information and explanations received
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

¢ 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 the company financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.
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Independent auditors’ report to the members of Turnstone Equityco 1 Limited
(continued) :

Other matters on which we are required to report by exception (continued)

Directors’ remuneration

Under the Companies Act 2006 we are required to report to you if, in our opinion, certain disclosures of directors’
remuneration specified by law are not made. We have no exceptions to report arising from this responsibility.

Responsibilities for the financial statements and the audit

Our responsibilities and those of the directors

As explained more fully in the Statement of directors’ responsibilities set out on page 8, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view.

Our responsibility is to audit and express an opinion on the financial statements in accordance with applicable law
and International Standards on Auditing (UK & Ireland) (‘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 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.

What an audit of financial statements involves

We conducted our audit in accordance with ISAs (UK & Ireland). An audit involves obtaining evidence about the
amounts and disclosures in the financial statements sufficient to give reasonable assurance that the financial
statements are free from material misstatement, whether caused by fraud or error. This includes an assessment of:

e  whether the accounting policies are appropriate to the group’s and the company’s circumstances and have
been consistently applied and adequately disclosed;

e the reasonableness of significant accounting estimates made by the directors; and

e the overall presentation of the financial statements.

We primarily focus our work in these areas by assessing the directors’ judgements against available evidence,
forming our own judgements, and evaluating the disclosures in the financial statements.

We test and examine information, using sampling and other auditing techniques, to the extent we consider necessary
to provide a reasonable basis for us to draw conclusions. We obtain audit evidence through testing the effectiveness
of controls, substantive procedures or a combination of both.

In addition, we read all the financial and non-financial information in the Annual report and consolidated financial
statements to identify material inconsistencies with the audited financial statements and to identify any information
that is apparently materially incorrect based on, or materially inconsistent with, the knowledge acquired by us in the
course of performing the audit. If we become aware of any apparent material misstatements or inconsistencies we
consider the implications for our report. With respect to the Strategic report and Directors’ report, we consider
whether those reports include the disclosures required by applicable legal requirements.

M&wh

Randal Casson (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Manchester

31 May 2017
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Consolidated income statement
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Turnstone Equityco 1 Limited
Registered Number 07496756
Annual report and consolidated financial statements
Year ended 31 March 2017

Note 2017 2016
£000 £°000
Revenue 4 585,823 565,877
Cost of sales (324,821) (307,508)
Gross profit 261,002 258,369
Distribution costs (16,562) (15,211)
Administrative expenses (269,359) (233,908)
Other income 9 1,965 1,919
Other gains 10 261 424
Operating (loss)/profit (22,693) 11,593
Analysed as
