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Ëmport*mt ruotiee

ÐRÅFT

dåtê
LivÊiT?Ð0í

in ¡"'roaari.rig d'r..ir f,ÉporÌ, çxr primar¡'sar.rrce il;¡o iieac Live;-pool .Di're¿t

i)ifeÇt L¡rTlìÉiJ ãrtrj
ön f)ãge 7 s,rrci v,'e

ûcii¡se 0Í --iji wûlk

Tfi¡s engagement is not an a$$u¡'áncÆ en$ageflent conducted in accr¡njançe with any generatly accepted a$surår¡ee s,tandards and consequentty no assurance opínion is elFressed'

infc¡rnaijc¡ Fltssrìt¡id. we d,J Rtt ââ'.*ãÞt respansiþiltty f<rr tfie underlying cåeta.

Tlre rnaiysis of 'undeti¡ing' e+mhrgs e*ii ttc#,ir'g' capiløi

penbds qaY

€þ'gnts

The di¡eõtors of ET pic or Llverpool Dìrect Limiled havc¿ nct read ourlrepqr+.and have not as theÏ,have,ngty*been reqúested to do so.

J
€12û14 KPI¡iG !L¡,, e UK ¡initÊd liabifaaÏ patnè.sfiiP, ir a subsirjiary Õf KPtdG E¡æÞe LLP 4d

'fh¡r Reptt is p*v¡ded in stüd:qæ æd ¡Ìs ¿*s!âtioñ and usè a¡¿ l¡rdteC - æ N{tiæ e 9âga 3'



ÍSotü*e: A,horst tltis Repert

BRAFT

in corrjunction with the Sen¡ices Contract.

Nolhift$ irr thrs repon ronslitutÈs a vali.¡eijsn er legai advice.

üther purp$se.

This ReÞprt he$ not heen designed to be of benðfit tr
üpã¡1 ft$m ü¡e tiient even tfrough we may have been

ciröu¡nstances of anyone

-!-his Report is not *uitabie to'pe reÍieC on by afiy
Cl¡Êät that ûbtâins access ta lhís Repr.,¡t or a oopy iunder
or sthervl{se} a¡'¡ci çhc¡oses tö nìiy Õ!"È ihís Repc* {or any nart
not ac,;ept ,¡ny ¡iabil'¿y- in respect cf ihis i{epod to år¡y part/

and

anyone

r:onsi¡uction or con{øreni:e cÊntrê ogerstc,r sêctor or ihûÊÊ whc¡ nrc¡vù.dg good$ or serv-¡c€s tq,thùse wl'ro opefalê in,these sectors.

Pìease ncte thât the Gen-ices Cont¡est ø¡akes this Reosrt confitjential
Cisclosed. in whcl¿ r:r in paÉ, v,rithout Õur ürior w!'ifrên consent. Any tl¡is

cc¡¡nn'¡ercial inte¡ests. A request for uut ten.qent to tny such w¡der
re{ìusst for d¡sclosi,re tf the prtldutl of oi¡r wçrk or this Repcrt
actionatrle discÍcsure restric'iisns the Ciient;hot¡lti ie,t us know Íespcnse to
account anv representat¡tns that KFflylü LLP i"night make.
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Ttte co¡¡taets at 9{PFS{Ê

in conneafior¡ w.íth 1b!s'

ræprrt gre:

Trongaction $e¡vir¡es.

I,Mancfiçsfr¡c
KF\ÃG LLP

lnfro ¡rct!û,-¡i,

E¡*cutive,Cù_n¡rnáqy

epp€ndlces

Pagê
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Fax

ï¡'finsastiçn $ervic*s

Mãrrcf¡esÉet f'F M6 Ll-P

Tel:
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lsrtrCIdu*tãsm

as ,Apnenciix 1 to this repart.

Our report ís provide<l solely firr tlre benatii of parties reñeried to in
prior writ?eri consent. þ/e will r-¡rlt åccept i'e-+pcirrsíhility to *ny nther

ordisùibuted,.ín wl¡cle or inpar{, without

-i-his rsport has bceri prcrluced soiely for the
purpases of adciressing rlui sc{¡pÐ cf svort{ set
out in Â0pencli:¿ 1 to or.¡r Fngagruçs¡1 ¡*lt*t.
Tile principel foi:us of our rcptrt is as follaws:

s Sun¡N¡iry of fhe unr3erÌying earnings of ihe
business highÉíghtirrg nori-recuiring iterns
irJent!fieC through ihs course of c,ui ivork;

n Anelyss and cornment on il're com¡;ositicn
cf key íferns q:¡n the baiance sheet at
3'lMarch ?014 anci fit the iate* äYâ¡iêble
date;

ü1 Coinment on tiis prstetttigí iinp*,:t of any
,.naterial outstandinE issues in Gpen

c{imputát¡$ns arising frnm conespotdence
wilh HMRC.

'l'he sou¡ses of !

the rerrû*" l¡l/e hsve not rought io
$ûilrces by reference l¡
We h¿ve, howeveq revier*ed
satisfierl ourseh¡es. so far as
presenied is consistent witl-'

dr:ring rlc cuurce

The findings presefited in this report are'.base<l.on,1êrtaì* key
sourtås ef inblrnalion as fpilalvs:

s: llista¡içõi mâ$sgênßëñt.accoune Ét cðrpgreie and gortfolic
ievel (ËY13 ånd FY14):

$tatuiory accounts (FY1 3 and'FY14i:

Ofhet i'econciliatieins iFYl3 and FY14);

LllL wevkpapÊrs
Fl'1.4); a¡¡C

{prapaieg þt L()r rnfnagên eni}{FYJ3'and

* $aiary figures-{FYf 1 tn.FYl4}'.

Duiing ihe ûolrise of ,é{rr work t,¡e have had aeçess it the
follo',vrng ¡¡ldieiduals:

ü Bedry Hellsrd, ilirectcr of Fina¡ce LCC

s Peter Cå$te¡ton, l{ead of Corporete Finance LCÇ

.jû Päu¡ Jones, $tritegîs Finance l\ilanaEer LCC

sr Elains'Holrìftes; Group Finance,Manager [-CC

E John'Roþerts. Lt-l FinanciS! ûonti:oller LDL

EL Þaùid,McElhinney, Clrief Ëica¡tir¡e Ofioer LDL

s; Richa¡d Keenan, $ï piaject.ntenager

of this:report,

s.

s
fJ

¡nccme fü.eüast {FY,15J; ,

'f hir fiepül ¡s povkidi ¡n 6aî¡deme ¿tri its cìmtüi¡îð ¿rd üù ,Æ limied - sÊ ¡\iddÉ or pagc 3.

Al¡ rights r4terlrÈd. Õß 201q KPMG LLP. â ¡JK fitÌled liãÞtit pstrÞr$h, ¡r â subs¡ciiâry tf KPi'äG ÉsDpe



Ksy filrancials

LSL".$ key f¡nãnciåls håuê

besri €xÉrãçtËd fusm

r¡ra nôgemeñt ¡nfqrmation.

Thc FYf 3 finançíef .data

pr€sentEd l¡as bæen

:e¿enríled to the audited

statutsry sjcûôunts.

ü'l FY15 ¡s based en ànrc

m*Rths acf¿¡al Egrd one

¡r¡cn$¡ t'orec¿st gnd was

pruparcd by ßT ple"

À hiuh ler¡el FY,IS hudaet

heq.þgs¡l rewivsd fptg l-ûS

g!"igffiénteÉjs
å8ruË¡E-3. Lpg is forääegÉ

to þæakevgn-in Eï16;

Saræ:

Ìh¡s ñ6trl! is p.úyidod e5 Ë¡ifiderc4 Ð¡ ¡ts :i¡iulêfÐn arñi f,rc ôtE liniicd - se Nqti€ Ð5 p6f¡9 3-

..

û

:8,J"&SZinve¡c€s
ôn deÍerr.ed ¿eventJê

- oflset

75,74?:
92s,

, (160)

(35,??Sl

{39¡Ss3}

{:riigSsJ
5t

fsvetìu.e

{ex'{Aïi

ênd adjijstmenl¿ Elantr cf¡a¡ges

(.36;F49)-

(4S,,?

ôÍ saies - ínternål {Eï}
t¡'ånçfer

ûf salês - êxÊêrnãl

'2,:?57 Z,4Ot

\14n (61)

{2¡8?4) t3,241)
16.41V) (6J.{7}

,(",669) {2;r7 l

4;36S

9;6:16 9,365





l-leadlines
[rimanælæ[,{î }

l.l nderlylnç €ê rr¡ings

Bäsed on informaiion and
dialogue fron: both BT ðnd
LËL, lhe undsilying
profi*ábiiity of LDL has
rangeci between f7.8 rni|lion
in F-113 and i12.1 millicn in
FY14.-

Hou¡*ver. thiç includes an
edci"baqk of BT's'f rfen
retl-lãrge releting tc
overhead and in¡¡i'gin.
ArJdilione! overheads
rec¡uirecÍ in relalion to
$ervices curentiy pn:riued
by DT (inÇiuding ins$ránÇe,
leëaí and HR cüstsi srcufd
need to be considered by
LCt ond coulci be
sig.rifcanl

ihe csnt¡a,:ts currenily beins
negotiated witF, l3T (incl*CínE
the TSÂ, LüS and SIA)
could inTo¡"in this anelysis ny
ceducting tre annual ctst of
fie TSA. frsrn underlying
earnings {gpæ$mâteiy g?. g
mllis)pì

FYI s ie-þ¡elast_þy LD_L-iq

Ecchs!e!-i:ee-å3s9¡dix
v1L

l$e have identii'red a number

1. ,A b¡eakdown
ûvefteaCs
lomat
ur¡able to
the quantum of

2.

mânsgëmeût
trom Bi to fund

g 2C 14 |(Pf,tc L!-F. a UK lirited i;abi,iry oaÉwstrjp. ¡i a sheirjiery ãf KPM(ì Ewqle LLl'

ì-lÌs ReÞffi s !ïqnìj:sa ;n $Îfi(isiæ ild 'i!s (i.trlafìon êrìd u¡F ¿& !ia^itq.4 - s€ Nr,Íe È1 iãge ã,

2t.F€3.

42Ë

{4,44S),

{?,1101),
1,ðpil,

2Ð0
5Sû.

aoo

{5,50ü}

,
,3

4
4

6
t

I

1

Eleñ¡ent

{?,sq4l
inoomerecürring 'Ðhange'

sverhead and margin

réfresh
cosls on d€sktúp rf,,freåh

fuena charges
funding crlntrihutiðfi

i.duded ¡n BT chärges
iri LDL rÐnåract u4lur'

adju:stments
reconciliãtion differenc€

50me

l1



Headliries
FÈmanctæË {ä}

4. Ê?.t a¡illion çf one off income
cs{imatEd prcñtabitity
i*cun'ed ín FY14.

E. f0.2 miilion tô refts¡:t a one-off additicinal,,pay,rn'er$ ir!:,F,Y1¡t,r'e¡ating,töf¡e AÊCL Â¡ena.{Ë0.4.ntiïien,irt FY14
r:ampars:'d tt Ê.0.2 million annually in the.farecast].

j n- Êû.ôrnillion relating tü a one off capital conü1burion rfisde ts si in t'e year in rËspãct of the Notre Darfie

Llnder¡yinS exrnings proposed

deployrnent-

âü.? ¡nillio* {Êû.? rnilliern FY13} to refred ên agreed discount on LtC invaices ihat will nat reci¡r p¿nt deaf
and is a nc¿n-cesh acrnunting adjucbnent

will

Þt

i

I

I

I

I

!

I
I

I

7

&. t-ÇC has çeduced ihe LDL
profitabliiry* of the

TSA - tl'e ar¡nualised
Í-ff1$ i$ added bâck,

Sur anolysis is þased
ãtstunÈå
provided

g. Histøically, BT services have,been prcvided,tc LÐL gt co's!.ijnder'.ar¡y neq îqreement" 
gT cllarges nlay

be higf-,er re$åÇtinQ an element of built-ifi ,owrfìead and margin fecovelT fo¡BT.,

TSAcouki

g2014 Kpttc l.Lp, a t-r¡( !¡niÌsd tiaþiiitJ tËitrBrniiì. is a srbsdlitrf ¡1KP!16 E*'û98 LLI: Erd ¿ ffirÈ#lfm of the KPMG në0å-fit

Ths Ræl! ts p¡f%L\eC ¡ì slfldtrG âIrd ;ls1 cie¡ãbaft êr¡d uie ãã liùii¿d - ss NotrY ffi Þsge 3'

12



l{*t assÈtÊ

L0L has rìet riêþt tf gåS
miilli¡n al March FY'14,
l¡aserj o¡r ihe anai'.*sis and
dialcç.¡uê from BT and LûC,

I'his lncludes €2.6 milíicn sf
grovisiorr heid or! äccÐunt in
a "MayoÍs lund" and ËQ3
miflion çf trnges!èíe
lja¡iliil-awedlo.tSÈ^

!n addition, LL']L had Íì4.4
rnillion sf cash ai 31 March
?ü1'4 ênd ox¡ed BT Ê4.€
rnii!Íon i¡¡ respect cf Tìtan
ccsts.

'rygnctÊ.th?i ßT took
drawints af 1112.û ¡nil¡¡ún tfi
3û.Jq¡g-?Êl1l".¡glËgsiûg rte!

åeÞ3jp-å*Êelei$s!-,:.15.
miilian ísee É.onerçdix 4).

l-ieadiines
FËs¡nnciæ[ {S}

3Jûræ; UÊñírûermrt r*?J$¡ls ¿t æ4n€ie tgwl, msnâgffii€nt GÉ{txq'ataiÐnE:

?. fúei dêtit rur,'entiy inclurtes f.4.6 miliian of
baienc¿ may be',¿iclking cãÞ¡tå! ¡ix

oxcludinç rnargln and overhead
,.niliian s;ach rnonth inclr.rCing ìy'AT

of 'arorking ceprtai inciuded in this

:!,.. ,l\t31 fitarch 2014 aqçiu¿Ís
indudes *¡r¡c'ldebt"liker items he!,J

on acccunt foi ¡-tt¡:,

Ê' ¡ì f,¿.O

!! A â,û.2 nnillion
ínvolces"

additionairnet debt of Ê.r.1

täken in

¡¡ .$ee Appendix 4-

cn

to:

A'¡"ecjuction ¡¡1, net wofking
cagitat frû{Ti : March 201 4
(fí.4 miliion) þken in cash
ty6[.

Profit in Q1 abcve äre

agree<l Ê2,5 rnilllon
rnanagernentfee and BT
prÉ¡d uct$¡gervices charse
{Ê'!.3 r'nillion}.

3. A'( the year enC, ai¡ LCC
accr-¡el of fC¡.Z r¡illi.sn for
þeen ¡ecùrdeC ¿¡t 3'l i{:açch

li 2C1.4 KF¡rai t:JJ, a ilK l¡ritriì l¡aÈiliry Ësl¡]shÞ, i6 å ssbsi.äûry oT XPAIG

-1lis n9!,ry1 is ÊñiuiCsl hl srìtideñ àûd i!ír cì'EicÍan #d us üe i¡¡Tilùf - s? NFgrÉ ql 9eüe A

'.;lât bênk

net dsþt

ria¡tsjçggruad. 13



Heaciline*
Ftnanciat {4}

t&(srhi$E *æFi{pt

Ltl. has rÈPorled r,;o¡kÍng
Èêp¡ta! of f3.4 n'¡l!!0n äi 31
March 20'14. îhiv cotnpares
to ân êìrÊrirge ùf f5.2 üiii¡iün
'ío¡ FY14, with a maximunn
wcrking capital swinã of {,?"E
mi!licn.

Vr¡€ r¡ûte thåt there is no Csnfinr.wjth BT thc

on SO.iune

't¡is nçfirt ii írDliiHi in øf,,{æJ anc its 4b$laliql ¡sd æe are líÛìilêC - *e l'¡ûtiæ e p6âa 3-

14
€) 2Ð l 4 sPl'{lc l-LF, e UK ilrit€d lEtiÍity ÈlrÛlrs¡ig, is å 6tl¡êiÚã¡y õf l(F¡rG EurBFe LLF ad a



,1.''',':.'.ii::]:'r'',:.;...].

f-'learJlines

Fimancial (4þ

B¡¡sinesr plar¡ {FYt5}

LÐL's posi: deal f¡ils¡ne,ôå

oian shç¡wç a breakevefi
result for FY,45.

ÐRÀFT

I

J

Wb unrjcrstânci thãt a Í)Ðst deâl busine.çs plen has been prepared by LDL. This inciudes.

.: revenue ef f?2.3 ¡r¡illion, relesting a Ê3.5 rnillion reducbon'in LCC ctr-rb.aci value and a lo'.ver ievel of cirange re{iJests to
ihe,qffår.Jab¡ I ity t c¡ntrac{,

¡* ¡rlanned operati+nal heacl@un(. induding potent¡ål saùi4gs,b.y'functiQn'Én'J:salary;,

::tt operatienei plantodeal withrcoets'cr¡n-enüy¡tìÉurËd,.bf:LÐLandindireçtlyfindedby.ßríSeciudingrAcGlAænacssr"s,e.nd,
One $iop Shop depreciatÍon recha e[ and

$ € rfiûre iÉtêiled flrencie I forecast setting out êÐer:{ed changes in LÐL's incorne anc cost profile.

Às noiBd previously, we woulc! ex?oct LDL'g cûsts to be friglrer post+eat:

¡¡ BT have
incl¿¡ded

and,l¡auer

procured lrorn tsi
elernent of

ø tcsts assöçiated uuÉh the TSA with
untl a perman,snt sciution fuf th€
morrf-hs foilowiilc thê transêctioí.

c inciemenial ove$reads to replâÇe seniices cun'ently perto$ïed, ce!"rlr,ã¡ly by, B]F {e;g., !€gel, HR efid lT)will also need to þe
csnsidered.

(tr2Òr4 rPMG l-LP. ê Ut( i¡¡üitàd lialil¡iy FårÞffih;p, is a *bsid:ay of KPSG ÉdaFe LLP a!ìd ã

1túli Retlsl s prcvidtrj ¡n ùlnftleh-¡, ðì4 it9 'iËleþr)r &d !3Ê tre liilä€d - seP NWB ân pêSÞ 3-
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[-{eadlines

ü*np*nætton Éax

a Documentation hãs nût been prot*Jed
inherent risk that HMRÇ coutd erquíre

$6rForê*õ¡ì táx ñl¡rig

of wånsêct¡$ri
h*gwsen l.tl. and BT SreuP

$snior ÀcccE¡nting 8$ñcar

{'ÊÅC)'i rùqu3rctr:onfs

L-DL ha$ filed êoÍFara6$n dáte i

rvith the ñl¡ng tf its csrparãlion Pçr

Âs sirch, tax retunìs fQr

ãfest¡vely êgie€d. The
¡'aised.

A cûpy ûf 'fhe',äx lelurn fBr the year ended 31 h4ar.tr¡ 2014 hâs r¡ct heen prsv¡ded and ä,is undersftQd this is yefiû be {irËlised.

It ¡s noter.i LÞL have hisÍslica$y relied

,\ la:{ señsitive natler has been ide¡tified in rÉlatiûn tÐ tlre pnc¿ng ro.e,:trâ,nsacfions;bêtyçEr:t5j- arul BT

ç lhere häte b€en ¡iigniñcant trû¡n$actioç¡s betlr¡een LBL and ET.:€ifryp.crJmpeflhls;dtiring tle periÛds ir¡ *il¡ich LDL ha$ be'en

co*rtvrdled frt tsT Group-

the

rnt

t0
as

afmÊ

lqs qry-,led

when

une

uncìertf'.e'transfer prlcirx¡' üax prouísíofi s-

s LlìL månêSe¡Ëent hfie
ssme basis irvèt tþe last f 1 ye3?s- lt ¡s

* Nc *tiler ærpÐioi¡on tax se,ì$:tirre mãlters i¡ave ileen idenltfiecl-

and und..E:q!Ên snlhe
of

rhË i'ear endied 31 l,¡{areh 2013-

it is urlde{stÐúd lhe sÅo ceftifitêtiûÉ 1ðr tlìe yêar endêd 31 Mafch.z$4 È'tct'lo tre fifêd \4i&r illúRe' This shsuld ùe ftled on or

artd

Å: LÐl. is eiltíeaf¡y part üf tiÌÈ P;i
requiring ¿l '$¡:nioi A<rgu¡rting
fûr tal piirposPÆ {ínc{ud¡ng {orForation tð(,

ø¡d: one fr¡r ü]e'cûr¡pany cormrmhg'tr'.r,o nsl;llcãt1on* are re'1uire<i, ol}e on

thâ sfstem$ dË 6deq$aÍe. Each hÊ$ a ll5,üt0
tû ând including'

3T have Í;rrdilrnsd thäl the relevar¡t SAt eedificstioû

beforê 31 tlecerûber 2tj4.
.4i ttre test lo¡ SAO is hssed on the
year Ê¡¡ded 31 M6rch 2Û15' durilìg
completioitl.

ïhj€ Rsrçri is Dß!ìcel ¡i ffiälere Éfti ls cißillåtofl td ecê èa 6f,ìþd - s3È ¡,¡öÙÈ ûft pags 3.

.r6
e eotd KP*iG ilf, a UK liFrlÉ¡l l¡âl'¡,tf Palrffihit, i5 a :ìÐÞstdiill Õf I(FMG ÊuÞfF tip



Headlines
uÅT

VÁT c*rnpliønce

$upBlies nnade by Lûl-

VAT g roup årurplicatiens

LÐL is registerd forVAT as a
querterly besis to enatrle 8 f
liat'ility attribuhble to LÐL-

tsl has c,¡i-rf¡'¡"ned thêt il is -disclçsu¡es,,r¡¡ *tl"'*r.correspondence wiðr

Management hãs rónfir¡ïed thãt V*i at the standard
rate and t&et LûL is entjüed

Suppl'lee o{ goods añd servic€,s bet¡eÈn L-l}L and o$ter,:mer-nþers of,:the Þ:f V.AÎÊroup are,disregarded:fcr VAT Durpo$es.

Füi t$'ó,ing cornpietian
niember cf the BT'VA.T
trarrsaction {and

VÀT group
rgconrmend
Tl'ìi-s srotectioä
joinUy and
in the past

írì résp,Èö{

fi shot¡ld be npted âgsinst ú!ìexpeç-tsd VAT.,llabililies. and (iii Stis VAT due
dillgence exercise has

Âny süpplþs Þstç,€erì LOL and tsî after oomplelioít of the pfoFÕsed t âfisûction wiil rno íongêirbe,disregar'ded ,rsr \iAT purp,¡ses and may be

suti¡ect io vnr at the srandaid, .

è) rC14 KpMG LLÊ, â UK lirritsj ìråtil,¡r palíffihþ. i3 ã sùbsil¡aa

îh;s RÊÊ<rl ís FroUdrd ¡ù mfllidqæ ând its ciõ.rldiltn a1d ùs€ aß fimitråt - s Ncaiæ m ÞagE 3.
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,4ppendix I
'$'G,sffi ,;çs'rk

.P&$FT

f,\¡s R¿ært i:r plr¡iÊd * {srÉbms arå* ¡ìs Í¡rEá{åion aïl H æ iHt€d - * }.¡ûrjcê s! 'Jags A



Apip*ndix 1

$empe çf neonk * F,$nar¡eia* d,t¡e dl{ÍgencË {"1}

Finencial r¡rseruiew *f
!_Ðt-

Â..ccounting
fundamentals

Summarise the reprrted P&t, BS

Âßa ccrnnle¡¡t il thei¡e poiicies irâ!,ê bg€n:consìEte,nü! air-Èliadidur;ngrtþçr llistoti.cal and€urr,e¡lt:lradiw 'PÊri. d'

zo,ra' beffin rnanâgement adunts and, thàüüalø:nn¿nc¡at

p. f qçe'91ifegi'Fe.rfoimed'on; a rnonttrty ard

tomnrent specifiælly *n transactions ¡elpiing*tiriø:ga¡g ih mäy h,e,inùü¡céd'viâ'UverBool;ûiV'êòuncil,

BR.AFT

ConÈraclç

Frorn enquirúes çf managernent,
¿nnual bãsis.

Îììia Rôport !s i:c6deé h sfiderø Énd i!: cittbl¿ton €¡C qg õE ämled - $æ Níùæ oô p4e 3-

Glendale and e<iucatio¡r su.Ëtûn]ers,

tomr,letlt ûn any tustÕmer and supplier dependence dgring ttle F{tnùóri ¡ periôd:

RËãd thê top i0 custamer and supptier contracts and surnmarise the key terms of çervice,.rennairí*g cohtrãct perìçd,årld '¡alue'witere:etated.

Comment on the key dúve¡s cf historical re.venue andgross



Appenciix 1

$ecpe of work * Fir¡al¡cial, due dillgenee {ä}

tomment on 6re by p:rties

and tlre key tðrñìs

tlomment sn ihe Õomp€sition of centra! cos-ts lfitl¡C¡ng na*,AgémeÊttre rgêä,and cosÍsshared wlth any:rrclated'parfies such as prooeÉy {l-CC} and lT
çüsts íBTi,

Ccmrner¡t on the basis atÌd consi$tency of the allocaiion of thesé costs overüe Historical Feriod.

Con¡¡nenl o¡l -Èr.älf c,ilsls vrilt'¡ ref€reüce tt no.te

ùitv ûouncil and tsT employeæs and

tosf t¡Ese

Staff costs

fÌolnment on the þasis of rernuirer¿tion ef key employees including bonuses.arrd'pension conü¡butions

Un$erlying earnings

I ÊS15 Budget Comment sn the key assumptions used sêles,ànd' gross'ma¡gin bY

the SuCgel Pericci. ln i)frrtisular

Cornrnent on the ievci cf profftability

Ì"ñi6 ftGpr¡n ¡s Ép¡døJ i¡ ffiîdsH 3¡ld itt ciúulalisù 3ff, use ðÈ liBi!¡d * sû€ NoÙæ û4 p696 3'

cverhead c$s'ts

22

Comrnç¡nt on tiie underlying sales and

Summaryr of the unrjürlying

" BTn:anaçenentchsrgs$
- Prçv¡siÕnrÍt'J*rnents



Appendix 1

$c*pe æf work - Finan,ciaË d,ue ditigence {3}

f{et assets and
potential net debt
itenns

Analyse and cornmgnt on the *omposition:of

. iìxed åsset Frafi¡e,

" ageing of debtois and crsditoæ

lãls9t avâilâbÞclête, inËluding ;

TR.å,FT

Histo'i-cai.,anci C uren¡

. Prepayments, ascruäls anC ind¡recl bx creditor

" f,reÍerre¿i inc¡nre anci rest¡icted casil ba¡ånc€s / oiher credibrs

Comrnent s¡leciñcalíy on the accounting freahrent oT c.ont¡iact ¡évÊnues ârd cnsiâ ,l'¡eld en {t¡e balance, sheet

P,ralyse and cûmmenl Ên'òe ie.vel of prêv¡-qictlå raquired fur bad i doubtful debt'

From discus-cions witl managerïrËnt sumrnanse lhe existence and l€vel of contingent liabiläies and capitai comrnibnents.

ûuality of casir flows ,4nalyse and c¿rnrnent on monthly wcfising Ëepih¡.bencis.,â¡ìd
Treqiing Pelicds.

Analyse ãnd cÐffment on recaivaþledays and p.a¡¿¡blê'dgþ'in,,ibe ti¡$thj¡çä!'penod-

Connrnent on the underlYing

if available, summarise and

GN

Ìlì¡s ile..¡Íi h D¡eirlsd in åEf{,srtæ ad ìts dulstiq 3ßd æc æ ti¡titÊd - G* l'lôli¿Ê on pæ? â;

profle.,

23



AppenCix 1

$cope of w*rk - Ëorpor,et*on taN due díiligence

ÐR/\FT'

Surn¡nanse the status of open ccrporaüon taj( retums

Cornment on the potentiat Ínpact of any material autstandíng, issues,:in:epen e.or¡putâ-tions arisinE fi'orn.correspqndeirte wíft tJ¡4¡ç

Surnmarise the tåx pay¡nenl Flo$¡t¡on fo¡: Fl13

Sur¡manse a4y mâterial tax ãlûibutes canied fonvanl at the enrl of FY13 and cornmenf on their availability for use in ftrture periods

Ccnrment orr the ôörprrãiioñ tar implications cf transacüons içf¡yeen the cÕmpânies and the Ðirsctor/Sharëholder

üomment Ðn any ele+tions for Þx concessions or sirnilar'arÊngeÍrrer,ts wþich: haV,9-1 beåri ãæBled tly Hlc¡RC

ûomfient çn the L¡asi-q sf the corporat¡on taxand.defefred !a-X provisions includeri.in,thaståhoþry:aËcûuBts ftr FY13

Ân*iyse tlre effective tar rate far FY13 ar¡d ,csmn¡esrt on rnate¡i.ai :ù.ariånQäs,,frsm,thê'reiâv€nt:$tatu-tsty rêles

Corporatiom tax

eacì corirpany

TÌ1is ReÊcrt is ilrovidêd ¡Þ wrfdÊtEe €Þú ¡lc 'liÞtlati$ #j æ! ãE !im!t€'J - sæ t{ofæ .t paqe 3-

24
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Åppendix 1

$ærlpe æf wCIEk - VÅT due dËtrlgremce

Sunrmarlse the âll regi ¡"0"n oblþaticns haw bæñ conrplled,with: Enquíre whether LDL is
or hâ$ bgs'ír a n'leplþer of

Swnn¡arrise tha V,6,T treatment applíed,io supplies;rnade,by,LÐ

Coriìmènt on L.üLls IJAT recovery:sfstus.and.the apþücation of any partlai exemption mèthcd, where aFprop,riâte

Summarise the status of ell UK VAT returns due fur submission end p€ymeñts required in the last yðâr

Çomment on any b'AI' nst ffiio f{[lmt;in the lasta yaars,and iprn¡nent an whether appropriate controls h¿',e
heen ¡ntrcduËBd t0

árìd fd,r'rt Èls intr,rd{ced to prÊveÍt ieocsun€ñÈe

ûommer,.t frn lhÈ VA f ffealfûent
Scheme êdjus'aryìent$ and u/nether any heve

I

Cornmsnt on any !'4, I plarrning

Th¡s Reprri is pÐ6ded in Ðái:Bffi end iis ckqjðäfi êrl 63 ero liñled - så Nû$s€ ñ ¡ìÉEa'S.

?5



Appenriix ?
Statutory ä çt$u rT-t'reüærlËf liatio ns

PI{AFT

.:tai ådfflr¡

{35,3?6)

ï¡;tnouÈr

ifliefnai. iirüenâ)

eLp€r?$eÊ

iinierc.r)

exFÊ¡¡ses

SeuÞ: $b6ll{$y

$,4:ïj
,r";874):

t64
{2,õ6St
{6;$63}

(143)

(2;8?4i

sedíùor

rl

iû2i
{3.241}
(6,147i

{å:,079}

{4"591}

(61i

i3,u.11i
iñ,r47i
i2;t79)
i4;5911

1

r'{ì)

{û)
(]û-ffJ¡tûr

tiaþillties
credäors

Tiris !ì6tirrt iiì FÞi'iê4 ifi 6nfÈieDe õßi ils c¡uiaii& ¿ñ¿, æ ¿e lim:¡Pj - se NùÈæ on pâ!€ 3

2ð
{, 2û14 (p.UG i..i-p. Ë l-li( lií4þlC iiEtiliry Fe?rFshi¡ì, ¡$ G ssþsidiãy Ðf l(Pt"llS Ei¡tp3 LLli



teveñr¡g

¡Éily a{:venuÈ

ôÌ d*feríed rcv¿nue

t¿veluE
rfs¿ie3 - ilT
t€oy sugpliei cosls

llî pic.iur:t5/5c,iliüùs

Ë10ur€r 63is
Dis.ouni

3î ni*giñ ã*d cverheíid

üèsf ot såi"s " ex!3rnsl
LCg ÈmgíoyeÊ.joslÈ

f,lher r,ùÇ Ðsts
i.LìÇ rêci¡nfi liÉç ¡t0Íl

,Appenrlîx 3

FYt $ buetget

s28

7rì.G7t!

(1,596)

46S

SRAF"T"

siñp $líp tuncii!'fQ

f(ñd¡fi,i torlr;bu1ìcr
Arþnå ciatgqì
ihìirt Èú!-ç :ufptists

àos19

.lcsis
ilYðfìtinenl

ielËi¡i?t{t
Srii*rG
ùí:ve]lí¡tteñt

l\4i¡iitenafce

c16ß¡
/ å&Bed í'xp,]îstls {1,55ù!

{r60}
eû L'rep"id ÉrPerses

ßhârgês

mcvémeDls

{:,:ì,.}1d KPi4fr l-L'r', Ê UK li¡ired li¡ôiii¡y tøtf,Èßlúp, is 3 sulr3¡dtjlry oi li/¡:S E!7ciB Llj) arit â

2,484
(53,1)

{425)

iss¿j
{Íi0)

i357}
{5Tl
(84)

f9c

457

BT rlafià$eûìrît Chãrfic
'i-SÄ cof,ls

í a,soc

i ti.o¿sl

¿cij $¡i;iñ sÉ t!

IÞìs 119Þof t5 pr.!\-iced iil ärlidsnæ ênd il3 cimül¿tjol a.¿ uss are iiñiiert ' sae Þ¡ÔriÉ w pste :i

rillhts æser/sC.



Appendíx 4
Ertet sÉebÉ uþdafe -. Juf$ ag,{¿

il¡y llFdate
dÍÊvrin0$

of iñteri.Qnipsôy crèaJitor

ícr unaccrue,l involce

rnan¿rsem€il {:hel;*
'i costs

ÊT

'Sûu¿cÈ: Àlan¿liÊfen1 !æolËts at ñ4){rf3tÊ lgwl.

{11.9s0}

í----¿.s1Çtl
i----*lgtj

2,5Cû

f8t

tr,488)
{4,80û)

at iù!árcfu 2013

¡}Ê-t d¿lht

f¿et débl êt fñar€h 2{¡få

(l.åditoj'
!-.CC lecÛnt;l¡ng ììëIn

FJayor's Furrd

L.{:C FrcÍit rihare

8.0
A4

-4,2

,0-1'

Ð2¡r4 I(PMC i-1,Ë. a ux liñit6d lisbiiity pãltr$hip, is È eui¡sidisty

ïhjs Rssß ìs pavided in tírr,fdÊm er.d :ts .¡@ialisr ard 6e Éré litÍiteri - sæ Nú0æ !n Þågg 3'



Apnendix 5

Titmn ehange

!iúi@: 8f l¡!te!'\Ðnpâñ! ahafoe f€ßpslsê

l.tûctqrical charge

ilisi*dceily, specific FT ssrvíce$ have bèen ÊiÕvideçi,,tçrtÐ-L,ât:ffist:rrith,any æmaining..prolt beìng
e)'liråcted by E"l- in tne for.r¡ of an additiona¡ 'BT ûì¡erhead:sgd'måíginr chêr$iêl

tf*te heve ads¡ed baÉ-,k t¡e overheati a*d margin charge as part of oui" underìying eamings analysis
piesenled eaiiier in this rÞ¡)ort.

F¡,rtNir€! arrungeffi ents

Ëûntrãçls nego$aied
tr¡ LDL tt:
:'edil#Jcn tn

ln additlo¡r, yau shculld ü{3ir$ider üÌÈ ÊÐtenti¿lrned:Éo replace,key BÏrstaff or:î¡¡clude temparary resouÍce
¡equilernent in the TSA.

This Ëál:ort ¡n Êftìdiú ¡il e4li.jsn* Êrtd ils ú:rÞ"daüül filil u¡ìe ore tnrtÉd - æ No¡iaé ø.1 93!i* 3..

pã¡ty suËjpli€i'crsÞ
pltd:lct5,serli¡cÊs

tesoiltûa ccsiÉ

BY



Appenclix û

LC* ûffset eaÍeu¡lation

ÐFT.AFT

Cc¡sts

Sirpplies

l\?eúcï & Transfer

SÐuÞ: h'!a€gøH)t ffij{s al cixfrjaie iqqå¡.:LÐL,ç,Ëp.t:t+C!co¡!åticri

ô 201{ KPIáG Ll-P. â Uh: :iÐite¿ lì€brliq- p¿ff4s|]¡p. ì5 a sul'dd¡åry oi I{PMG f:aepâ L!.p ard ã

Sasiæ oÊ preparãt¡oft

'¿ìrb heve cornpareri i-ÐtL çclsts as reol¡ded intemaltyr tr: costs recognised

b'y LúC.

îhere is a cliscrepancy beå¡¡een LCC oftset cosis as recorded by LCC

a¡uì LDL relating io iiming ditfrerencss on the recogrritlon of.of$etc'15ß
trilied by LCt.

We heve ¡eclassìfied cosis irlto curænt'period in our r.rnderlying eaminEs

*nalysis prÊsÊrÌted eådier in the rÉpert. LÛL nnanagemêal ãgreê ¡n
prrncipaì ¡r: this reclassrfi câtton.

3E,Tß6

533
'T5È

?:ts
,sö8

iùs ñðporÌ;s ¡rÍÞiriÀJ ¡¡ s¡¡,6¡a¡1s 4rl ils {iËi3¡on ánt uÈ€ æ l¡trllÈ{ - sùe Ñoijæ 6 Ptgg e

3û



Networking capital

15,Sûn

10,û0c

5,{i8û

{5,0û0)

(iù,0üù)

i15.0c0)

(>

Appenclix 7

"&djr*sted neÉ MftDr[dng eapËtaf

Prepaymerr ts4acaq¡ed in¿o¡rle)
Adj usted accrued expørses
Exlernal VAT creditor

. BRILFT

Baslsof Þrepanetion

reporr.ed

È È : S È :1 g S : : S 9.. l.o("r Í !! F g * g S.tË=å+åå*ióäs E í å,i õ å s E p g ågË 
= åfiã g å gÊ ë

'€#iTi"åd¿Ce,blô!5
r*s€ll Tr.äil a cíer.f Ìlí)tÍ
. ,..:., Defe¡red inüm.}
*Éd justed net wo rlring capitd

Siürr:". [irta¡gåiherlaíË\¡iÍs

So!fce: âc¡auñt5 at 6fpoetc ¡evel

FYT

(42o)

{1,f81i
end

axinìum
{2,1

(380)

í1.222'

th¡s Regot is üruvidcd iô øifld€M 3Ìxi i¡s qìÊisfi'n ãfr.J !* ¿rÈ l¡mitëd - se i"¡.Ji¡æ c¡¡ Fäga 3
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Aprpenclix I
ffiæ[asn*e sfieet detai*

SertÊ: L{æestnåt ar:ËlrÉs êt aÕq}rête

S.ffi(É:

rJefetred

¡e{resh disecunt

¿r.':rw$l tc r¡fhel dist¡¡u¡t

$is*ount ûûplied ¡n icvûice

P'vTt

ã 241-{ Ki)lìlc LLF. a Ul: lÊm¡lüi lls&il¡þ/ âtr}Fßh¡p. ie û tui}idiåry qr KÞMtì EÆFs LLF æd â

1-r¡t ËèFùrir ¡s Í[uuded iñ l7¡:fdenë¡ atd ?Ès ç¡¡íllilliÐñ åæ usè ¿ls ¡imiieË -'ece ¡Jorjæ Dn påyj 3

??



Appendíx I
Staff rûsts

Tl¡¡$ Rcpryî is Pfd,¡áÊd h æfdeîw i.trd ñs c¡u¡a!tr #ld ße æ Nfüied * w t¿o!íæ qa !ê€ú-ã

'

S{iúE: ôie€gsrÊê!ìi#ou..*c,æø¡ap r!gæi::

33
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,Appendix 1Ð

$wppË[ers

4,1.1 H¡or'ó'1,ülel sÊt!ìüe

399 MËü ilård\¡¡Jre a¡ìd Services. 30Poritrss

SDr!ë: ldr$gLrrÉ!ìl ¿wlrlis êt @ry)crdlÉ !e'/el

Key supplíer*

,3onrpirtacænter end l3lrúr- paríbas are ihe only frird parly suÊpliers with a significant ei:rarge'tôlhe-P&L,througtr il'¡e LCC tffset cæt line in FY14.

The T¡tan tharge in FT14 inck¡ded a r-,iãlue of Ê9.ä miliíon (fll-7 miíiia* in

sLlpplier invö¡ôês ã$Èæiåted with tte servicrs and gouJs supp'liecl tc
equipnìent (ÇPË), lT equiprneñt hsrclwsrre, soÈqvare, licenâés,

renfeÌs and usage cheryes, t'aining çûurse-s, aræreditatisns,

Theçe se¡vjces are e>pecie*Í io riol.ate tc LDL p$st deai arrd the tirning and prac{ic¿lity o( th¡;a hovation chould beiccnsideÍed as part cftl":e T,6A-

parlv

fhis Repârt ¡n plËvtldi in c{r¡fdæ srí ¡t9 ctrsJlâliffi ald Fe úrÜ Bnited - se l&|:æ 4 pägo $'

34
e æ14 í€li4$ LLÞ, a U{ i¡mjted tiahlity FáÈffifiþ' 'É a sü'Ûsid¡aty of i@[lG



Appenriix 1i
&çcou¡rtÊng peilieÊes

Key accor.lnting policies

a L.DL's key acccuntlng poiicjes äre set $ui ;n ths stãtt¡tûry ascûunts:

gr Tumove¡ fuom long têrm r.isnirã¡?tual airangemenis i$ resognised based on the percentage of completion methnd. For long term contraçts, as ihe-
Þerfcmetrce pattem is noi shaighi ii¡-'e. turnover ¡s rerÐgnisecl as services are provic¡ed, usuaily cn an ouçut or ænsurnptlon basis. !n the case
cf t¡flìe and nreterrais cûnt'âcts, tunrcver is recagnised as ü:e seruiçe is rendered.

u Costs reiaÉerJ i¡t delivering sârvices unrler iong term cûfftÉr,'tüal anangernents are-expensd asincr¡ned.

s Prolit is not rëcogn¡sed unle$$ if¡e financiel tutçome of â cÐnlraci can be estirnatad r¡nth reasonable.certaimy.

$ Delerred incr-^¡me mrnprises eervitps thât hâve been inr¡oiced in âdvêncê of the seryice or gr:cds Lreing, fully delivered as orderêd:

e Trade dsblars are stâted ¡n ihe båiaûÇe sheet. st es$matÈd net realisabie vali¡e. Net realisable value is the invoiced:,arnount lese piovision for
drrrbtful debt. Provisions ai'e mede spÞc¡ftã¡ly where there is ob,jeøtive evideace oT a disgutq or.an inabílÊy to Þây,r Ar¡ âdditionai.Brovisioni ;s I

rnacle based on an analysis cf baiances by age. plevlous los-<es erçeríenced and genera! eccnornic conditlsns.

Aceounting practices

.!r LDL Drçdut, rn<¡nthly managern@nt accounh;, ,.vhiist ET are rêsponsib¡e for the proCuclion of both stat¡tory,ãccounb'ar'd forecast inforrr'lat¡on,

ra ST Treasury is responsible for setdlng sli cuistãñ,Jing i¡voices in relation to services
(lgnite). A c¡editor baianæ relating ?a igniie is allo'¡æd
crc e oerir3dic basis.

4:) 2tíÁ Kf¡¡¡G 'J-p. a Ul.i gmilëõ i*bility p..Ìtæhip, is a s'Jt¡s¡diêry of t(Þ¡.¡G Êuptrô tlP {¡i ¿

T¡i-r FeÊ*î¡s ppicea! jn æródgùÞ a¡d its dsü13ê!x sìd L€e eæ ÂTtl¿d - iæ l.{àtiæ on pegc 3.



€l ?û14 KPtvlG LLP, ã ¡..,K limited liôbility parineíship, is a subsidiary of
KPMG Ëurape LLP and a member ñim of the KPMG network of independent

member finrrs aÍfiliated w¡th KPMG lntenratiana! tooperatíve' a $u¡lss.anäty.:

Âli rights teãer"ed.

Thi$ Re$ort is providecj in confi<Jencn and its circutation ancj t¡*e ere lirnited
* see I'i,3ti(€ on page 3.

Ti:e KFI¡lii nams, lr)ç¡o and'cr-rtting through cr:nrpiexi$ are registered

iraileilalrtsí or traCsrnãrks c¡f KFMG lnternatiorral Çcaperati're (i(FMG

lnterfietiçnal).
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,ffiiryffiiffi
Kpllrti
Transact¡cn $effiúé$
Sl J¿fles'Squir¿
ÞJIAi,IÇHESTEÊ
t,ì2 eÐ$

iel +4.1 (ö) ì61 8gg 4flAO

Fax *44 (Ûl 161 24õ 4SS6
$T 7f4620 M2Jrc¡65¡Iàr 42

Í\'ivate Rnd c¿¡Ëfi¡lentù¡i
Lil'ery.:cl Ciq fìor:;r:cil

htrni';ipel Buiklings
Ilale Sl¡eet
i.n;ERi¡ûûL
I.2::Ð[t

Fer íhe attr¡tion of Se.cky FIeUard.. Peter {asÍêtton and PaEl Jor¡eÙ

2 Jut,v* Zti l4

De.¿¡ $xç

Frcrjeri Ftcr¡ter

ln aecordance rrith r:iu Franie\l'ùTk Agreemerrt dat*d 2 JuIy 20 i4

erlclrlseì our reÍi0ft on tire ProPosed acquisiti on of Lir.'e{Pçú I

ri{¿i1ei1 in oru Ëngagerne,r I Lstte-r. yoir liav-e ag,eed that rhis final

prel'ious or¡J, dr;lft or interirn scli"ice, r¡epotls íit:d presanxatiçnt, irsd.

by 1cu u;t anY sß:h c)ï'i!, rlratl or interirn advic*, repods or

Ib-s sc.rpe ot l""o¡k set o*t ln our Hngage¡-úeni I-€t¿er is ettache¿l as

delaiis the agree.l *^rPe of ow enquiries, dsect€d at tlpse issr¡es

ü] i{ruf investrsent. 'f<;ì1 sh¿rul¡i not*, tbat our Êndingir do not

1$ -rvhether or r¡ût )'ûrl i;hc'uÏd proceed wirì the proposed Fru¡sactio&'

st¡oi¡idbe re¿d in crtninncf,¡an witÈ 
"åis 

i*tter

NAAFT

æ.*¡¡¡tlswnrisk

tOur

Yr.b¡¡rc fai*f*lly,

legnl

í ;ii,j*:Í,i:$B¿îi*.îi1,Ë:ËF"i'#g;::i¿'äFlï gffi**trffiåë;#.Lcá,Frë*

KP.ilt&tl Ê



lemporËæmt nætiçe

ñizc,r.+ Limited and BT plc. We c.io not accept responsíbility for such
c:n pi:.ge 7 an<l we have satisfic¡cl c¡..lrselvgs, so far gs p<;ssible,
cùlirse of r:ur worl.; in acco¡'dance with the tenng oí cr.¡r

iÌenls identi'iied 1n Í.!rc course c{ o¿ir y¡crk thät rna\; be ccnsidered to be
crileria establishecl [:y the managercr:¡¡li r-.rÍ Liverpooi Cíty Council.
authr:ritatir¡e iiterature or L.clnrr¡on standarci \ir/¡th respeûî tû the
adlustments ha'¡e t¡eren made. in additíon. whiíe the acijustrnents
¡.rassibie thãt eårn¡ngs and workirrg capital Tor fut¡¡r.e period.s rnay be

ïhe prospeciive financiaì lnfcmlation set out within our r*port has
such informafion. We nìust srnphasise Lhat the
âssunrpi¡efts wiil nced io be reviewqd and revise{i te

ri lto

in nreparinç úur iep'f,rt, our' ,crinrary source has been i_.îlrerpool ûirect Limited and

sources by

ffiffiÂFr

oÍ l-iverpocl
are set Out

in ifre

for tl'¡ose
usrnü

ts no

trend. it is

evÊnts

inÍsrrnatii>¡i preçenrecl; r';e dç¡ i'rot acce!-'Ìt resprnsibility for the unrlerlying clata.

The airaiysis of 'unr1eilying' earninçs and vrcrking capital is for

Ì iii! ::co{ri b rarñ\¡id4ü iñ .jr:ifi,'-iafcc Â¡d r'é *irrrr:elji\¡r tñr! !Ãr.. ,!ç jiarjtecl - i€iì ¡Jr-,t(è cn pl* . i.

.J



þfimÉt*e: AþcuÈ tåtËs ffiepo$

ii'i cc*juncticrn with Îf¡e .Serviucs Cûntracl.

¡,ioìhing ìn Ìl-¡¡$ repr¡rt consiitutes a vai:¡alicn or lega-l advice.

crlher pui'Þr-':se.

This Rep,:rt lìas nc.t bee:r ciesigned to be of trenefit fa anyone
apatrl Írorn the tlier¡ì, even thcugh r'\t* ñ'ìåi, har,'e b,eelr aware

This Repq$ ìs not sr.litable 1c¡ i:e reiie¡J an lly any PäÉy'
üli+nt that obtains âscess to ihi.t ïTeport or a c$py {unriûr the
or otheir.'¡ise) ancl chooscts to rèly orì this Hr+por:t {or any part of it} does s¡
n,3Í ¡:oÉept any liabiify in respecî cd ttli$ Re¡iort to an-!' pãrty otlrer than 'rhe

ln pariicuiar. arid u¡iihot-li lirniTing ihe ileneral stat*i'r¡elrt ahsve. since we havs prepared'this

anv otlier {oci=i ar.lthority nor fot'any othÊr peËssfl

consi!'ijctí.?i1 vJri conf ererlr:e centre Õperetôr sgõi8r

Fiease note that Ìhe Seruìces CûntrâÇt me.ke.: this Repu-t oanfirjential b¿:tween
.'Ji.sclased' ín nthcíe or iÌt paít, 'vl'¡tlrclr! ol;l pii,rr wrÍtien ccns*ni. Arr.rr

ûo¡rillrìrri¿l] tirtçrilsiis. A requ*sl Ícr Õ!.,1í fisÛ*çílt te any such

lÉquesi Í*i Ciçcics¡.¡i'* irf lite pro*uct ri nr.¡r t:rork or înis Ë{ipû¡t
ã-tÌiûnäillå disclos';rs resÍricii*';:s ilie Ciient shaul,J let: 

',.n 
knoi¡'

¿lc(;outrìt aily represeniatirirl$ ihat KPÍl{ì LLF n'iight mâke.

¡ts twn risk, Tr¡

yri'ìe

party otner ihan tlre
Publicadon Sch+rne

any resoorisibility and wili

fcrthe benefit oÍ
the tfeveloprnerrt,

¡eforrec! to or
-.l,lx flrrn's

regad t+ iiiese
and iaking into

on tl¡ê

such

fhF tì.ÈÊcít ic f,ûwlê(i ia ¡ff$id?rne a¡d ris tirculstion ånd ße ère lifir¡ted - 5cê I'ioti¿Ð on þegc 3'

â



ffitosssry mf ters,rfts

rãStt-

FYXX

¡'.rfiÁn0

¡.¡ cn

ã Íal'"

LüL

LGS

0r¡tturn

PÂYg

ETXX

$tA,

SFÂ

TSÂ

VAT

Àre¡¡a. and Osr.ry-enticn, tü,,,,,,¡rlrê Livêræsi

Financiai year ended 31 March 20XX

Her Maiesryr$ Rüv'enue andltu. stõms.

!^{un:an resounip,s,

i nf ornration iechnology

Liveq¡ssl City,Ceunell

Llverpo*l Direct Lirnlted

Local Governrner¡t $çhen ie

T¡m-c mcnths actual and,cne monlh fsrçÉast
trading ending 30 Jur¡e 2014

Flay au you e¿Ìí¡ì

The three mr:nths endihg 'Jur*e, eçìlXX

Secr*ity lndus't¡fA*q ocjS.,ry

$*teand púrchâ s âSrqêmentl

Transitional,seTviçes regtëer,Bêfi t

Value acíded tâx

ihir lì€:pJn ;s Èrs'idsd ñ B¡fidonÉ alrl ¡E c¡cu¡ãii.rn and Lçe are- l¡¡ni'rat! .. sæ NÕt¡ce t[ på!. 'J.



#CInter'¡tm

J'he üontäçts at KPf.õG

tn e*r¡necticn ïsïtlr this

report aie:

I
Transacticn Seruices

I túanchesier,

KPMG L.I-"P

Tel:

Transacton $eryices

lidanchesfe.Ç KP&{G {"LP

Fax:

intrüduËtírE

Executive st¡ffiünöry

ABpc$diess

Fnge

I

'g

.1,S

-lel:

,-nts, Ae¡rwt È prûJlJed h æiÍideÉe and iis cilÈiatbl and ü$Ê e'è i:¡Eitsd --tæ Nc$¿e c?: pâPÊ 3-

arrlnt¡¿'ug, rexe lntcrrÌdilttâ¡lúiÊÈìiÈf?Î¡ú-èr ã1s..e¡'is$-ç4'¡ti. !,ri$.rlls esç¡veo'
Ozoj4 KPMG LLF. a Llt¡. li|frnèd tistit¡r-v ¡Þmêrsh¡Ë, is a iüb6¡rl¡¿vy cl KFMúì EucFe Ll.P Êûd à retber flrt af th€ l(pM-6 TPrrP+. of:¡flFBq1ç'1tr¿'ç1ÈøÊrn$

n





äntr*du¡ct*onr

, tl:l

üRÂFT

KF|I¡G LLF ('i(F}"4G'i has been engaged by Liverpaol

Thc+ repon has treen pr"epared ìn e*corclance wiih the

ao .Apûenciix 1 t0 this repÊrt'

Sur repclit is províCed soie{Y

;:rior wiitten ';ongent. 
We v"tiil ñût äûcðpt re;$Pffi sibiliþ to any other parfy

tity touncíl {,,LÇC'"} ,o *or¡¡1¡gnt, ch g:q,,Ðr-.'p"osed abqr:isition of ,l-iverpoolr Ðírest LimiTed Írorn Ðf plc'

terms of reference in our engager¡lent letter dâted z July z014. which has been agreed by the members of LCC and is inciuqied

f*r the benetil 0Ì Ê¡a?+Jês reis¡r¡ed to in our
a cûpy,

îlris report has been producecí solely for tlre
purpo$es of addressing cur 'Êcûpe af work set
out in Ånpendix 1 îc¡ cur Engagemer't Lett*r'

Tiie principal tocus cf our rep+rt !s as follt:ws:

: Sumntary cf the underlying earnings of the

busitress highlighthrE non-rccrrning itenis
ider"¡tified through the cr¡urs* ol ¿-rur work;

': Ånaly.*e end ccmment on the cclmpcs¡fiûn

oi key items on the balance sheet ât
3'l Merch 2014 and at the latest available

dafa;

:" Ciornn¡ertt arl the pctential irnpact oT any

¡naterial cutstanding issues in open

cornpulðt¡ons arising from conespondence
with HMHC.

îhe sourceg
trle rePaÉ. ìffe
90urtes
We have,
satisäed
presented is
rluring ?he cs'.¡rse

The finClngs presented in this repOrt,ar* b,ased on certain key

süuíces sf infor¡naticn as follot't¡s:

:¡ þlistorÌcal rnanagement account$r4t' cor'uii@ anO pord<*io

ievel iFYl3 and FY14);

;r $îâfr.rtc'ty accounts {Ft''13 and FYla};

Sffset recsnciilatiçns {FYJ,3 and

gncorne f oracasË {Ff 1.5} ;

Ëvr d-\-

Ðr¡ring tl'ìe c-rìuíse o-f oul'workwe f{ave had aocess to the

f ollowing indiv¡duals :

o BeCþ l-'felÍaid, Ðireetoi if Ëirlance LOC

e Peter Saste¡'toi, h{ëad c* CorpcratÊ Finence LtC

w .Fa¡ll Jones" $trateglc Fitunce Manager LtC

¡¡ Elalne Hofmes, Grour:'Flna"rce ttilarrager LCC

ç Jehn fioþerts, BT Financial tcnirolier LilL

q Davld I'rlcEihinney, Chief Ëxac'.lìive Ofiicer LÐL

e Richard Keenan, BT projectrnanager

m l-lll workpapers {prepared by,:LÐL

FY14i; and

e Salaryfigures{FY1l toFYl4t

rnêfi Agame¡ì,È){Ff.l g ane'

trr¿rnat*:riai ççêÞerat$ç:,4 Sïs6 ent!l}'-' Ali r¡q¡isjêsétsd' A

O 2014 tiFÄ¡C LL.P, ã UK i¡mi'*.t llrb¡i¡V på¡t!ìership, is ¿ subs¡diary of Kp¡''iG ;6ù9e Ll'P ar'd a rerrber tia

ThisReptr.liÈprcvidedißcsnfideficeãôd¡sÈircdallonanci¡seâfeiinil'e¡J.-'ee¡;adæanpaEg3.
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Key füffiansimüs

LûL's key fínar¡cials have

beer¡ extraeted from

rnanflEëffienf, information.

The FYlõ fiç¡ar¡cial data

presemted has been

reccncifed io tl¡e auriÉted

statutory åcësunts.

û1 FY15 Ís hesed t¡n trriro

rnenths actual and l¡ne

m<¡nth for,pcast asrd was
prepared by tsT plc.

&b ¡*h leve{_ffI"F. ÞsdqÊt

t¡as be€rl received fro¡n t-EL

êüd.is"ÊæEtegir
Åppe"¡¡ dix ë, L$L_þ.le{eËgst
tc bfeak even [F FYI5'

4,36ô

(4ê,ûs8) {54,4ã2i

Fsls Èx¿l(jing

{

Sûtr: i,lar€g€rYlgfit

NoÞ!

S,xr¿e:

ihs Êêperi :s âre,i,JÉd ;$ '-Ðn{iCer}f, anú i3 Éiüliar¡ce 3!(1 ras aie li¡xìf€d -'!ìæ I'jd¡t:e lÉ¡ !ì1. -li,

,$aies l¡tvoices

lrrlcr,'ernent on defened fêvênue

ti,847
4699¿g

- offsei
fËv€û$e

{s5,376},

i3q,ffis).,
f1;55OJ

Ycar end

of salas - ênternå¡
,{êS,,S4.O¡.

,{66;25,1i',

Gôsl of sãles - internai {tT}
Tita-r transfer

lr¡voices {ex VÂ'f)
Prepa¡d 1 (ârcrueC)

76,670
sufnrflêry

{¡-çc)
of saies - inten:at itsT)
ûî safes - cxiemal

:84':1,:18r

(35

{.147l,

t2,e74\'

{6,41ô
{2,66e}

9;365
2/t4ø

i61)
{3;?'tf i
{6,147)

i2,07s)

6.9s6

2,trrs
(1,s0r4)

(3,U"6t

Actual

42.&79

24,257
(3t1..117)

ll





Headlines
FümancËäü {1}

Underlying earnings

Baced r:n information and
rjiak:Eue Írûm both Bl ancl
LtL, the undedlring
profitabiiity oi LûL has
mnged between â7.8 rniliir:n
irr FViS a¡d Ê12..i rníllisçt irr
FY14.

l-lowevei, this includes an
e.dd-back sf FT's Titan
recharge !'Êlat!ng io
overhead and ;nargin.
Å,dditionai overheacis
requlreci in relaiion Ts

s*rvices currently provlded
by tsT {inciuding insurance,
legal arrri HR costs) w:uld
need 1o Þe ccnsidered by
l-ll0 and csuld he
signiTicant.

ïìe contracts currentllr bsir¡g
negotiated with ST {inciuding
the TS"\" LûS and SlÂ)
couhJ inforn this errelysis by
rleducting the annuai c¿rst of
the TSA Írom underfying
earnings Fpe$åUI¡€t' lLâ?-j8
mlliûl]L

FYi 5 iqforecegj bv- L-Qt- L,:
brgak eve..¡r {qÊe Sç¡rU¡$x.
ìl

prcrrided

lT and
the

providing tíreæ

consider:fud}ler
earn¡ngs

cost of

frs.A, LGs

I¡Va-q nE
QX F{'ls.

FY15

this
Mar*1gsn6nf

ÞJe har,'e identifieel a

1. ,{ brealcdov¡n of the
everheads
format, hcwever.¡re
unabfe tp
the quantum of

2. TimínE differences cn
¡nilllon t¡f invoices

:<

A number

senrtces.

?
3
4
&

'5
s

s,

15,503 2¡¡tV27,

7q0

{5¡5Oû},

1

t4,449)
(àoct¡

1.8ÛT'2ÐO

t2:,884;

t¡verhead and nrarg¡n

i'ecurring'ühangç' incÕrfi Ë

neslitçp rêfr€sh
costs oi'r desKop refresh

Ârera Êharges
funding çcfltnbiltitn

inciuded in BT char¡¡es
RëduÊtiÕfi ín LDL crJntract value

rrî BT

adjustmentt
¡econci{iatlon cl¡fference

i1

l'iri., Èìe!..-'i{ i5 i:,r#riJc,J ¡il ffi¡iiiþnü and i[ì ú¡r*u¡âîkr ÐrJ ßê Êíe i¡ßhÞJ -sae Nr:hæ rn pa¡,. r"



L.lnderlyinE earnings

l-'{eacilines

Flr¡an'nciffi$ {ä}

4. f2,il rnillion of one off incorne
estimated prof itability oi
ineurred in Fnfi 4.

5. Ê0.2 n¡iilic¡n tc refiecta to't¡e:,qÛeL Arena{fÊ$ rnilllon in FYt ¿

ccnrpared to *û"2

0- fç,6nrilåÍon relating ta a one off cap¡äl coÉtîibüliön *4 io Ê i#thay.$aJ'in rès¡FecÈcf,the Ltlotre Denne

deplcyntent.

7. tt.Z miliion (Ët.7 rniilion FY13) to reflect an agreed discounl an LCC invoices that tr4ll not reâur post deal

and is a non-cash accounling adju"sf{:¡er}t

8. LÇC hes reCuced
prolitahility of
mänagemeñt
sveral! nei inìPa.€t

S. l-lístûr¡çaliy, Bi tù l-ÐL
kre higher refi+cting an

otr få$ rnii !l icn,f or' :8.î.

Fr15

ti.lr analysis is baseC cn
¿¡-ccounts ha.re nct yet b"eÊn

providetJ fst G1 ilf 15.

pro¡:oeed

there *rill
i-ü{: ro

Lt-'r

TÞis FiÊÞc.t ;s F(íil,¿ci in eo¡jideiìc¡) ãtri 'És ¿icÌriation a{i usè âIE ,imäed - s€e l'¡otjt¿ on iøgê 3.

n€l¡,6rk,üt ildðpÊndeñt,¡neiiËer.n'in's;.ci6"¡¿6.]¡¡'¡¡¡ri1p"túG lNe-1lì3r¡ore¡ c-ó,amrare¡e',,ä-awtrs6tr¡ry- Aliriights.rseiled' l¿
Cr 2$ì4 KÊ¡rG L!-P, 3 iiK ihìitEd ñabilttt panNship. is a s¡itE¡Ctâry of KpLiG Éryope ''LP äfr1 a



Headlinss
Fimsmeiffi$ {S}

¡get assets

LÐ[- haç nei Cebt of ÊÍ,4
millir:n at Ma.nh FY14,
based on lhe analtrsis attd
dialogue frorn Ði anC LÇt.

This includes 12.$ rniltion of
provisir:n heiC on êrûourìt ¡n
a "Mayors lund" and t$"3
njj¡alË!-ßù,eæe-aþeIe
!r+.þilih:-ws4.ts-LüA "

in addition, l-tlL had f4.4
million of cash at 31 løTarch
â014 and o'¡¡ed BT f4.õ
miliicn in respect of ïtan
coste.

FJe noie that FT tqok
drêUlnqs_ol tI2,û ¡Irilliqfr oa
M
{e lr1" tp a.notçnti eLÊ7, 5
ilitilçnlqee åepe[g!ä4l

/ åærued incon'¡e
irê€É crediXors

A,r:cnp¡d expenseÊ
Befeffed incûrne
Fxtenrai VAT creditsr

Ssuræ: lYtffia*:meart

2. li.let debt currently includes
balence rnay be
excluding rnargin and overhead
miliion eaeh month incluciing
crf wcrking capital included in

3. At the year end, an LtC offset

J t3,1b3.i,

i!" Åt'$f Marcn 20:14:accruáls

üffiÅ.FT

çt t4.1

¡r ,4, red¡.¡clion:in net working
capítal frorn March ?û14
(f1 ,4 rciflion) taken in cash
by BT.

¡, Ân increase ¡n amturits
etus to LCG {lt-4 mlllien}
taken ir cash by BT.

Pæfit in Q1 above the
agreed,Ê2,5 rnillion
mânagernentfee andBT
t;roducts/sen'ices charge
(Ê1.3 million).

$ee Âpp.enciix 4.

inclùdes-,ñ6,ô,"debt iiker:iferas, hêld
sn aceoú¡:¡t for.jlÇG:,

m At2-6 millíon proriisíon held
cn account for LÇt es a

s A 80,2, nril¡¡ofi,ac-cruä¡ forroffset
inyoices.

rníßion
accrual ol Êû.2 millir:n fo¡" oflset any pensrûn
þeen recr¡rded at 31 Märch

:.

Tnin Rëtón iî ÊroviÍÍjd ir Dú!ìiì,Jêtr3 änc ili ür.a3r.icil ¡aC uriÊ â¡e lhìitgi - rì*le ¡¡ù{icts rn per -.J.

,,4,SS8

h¡et debt
i]å$"!1 at bânk:

ces'l diÍierence at Mar 1

net



, ìiVork¡ng cäFlitâl

; l-Lli- has reported wtrd*ing
I capitai cT Ê-t.4 miilion at ð1

fr{arcì"1 2ûi 4. fhis r:cniPares
lc) arÌ average <¡f 93.? millior¡
fcr FYi4, wilh a maximurn
wrlrkir¡S capital swing,:f få.8
rnillion.

Heacilines
FüuraneiäE {S}

\lJe *ote ihat there is nc 1æorking

LüL had a'J€råü€¡ rv+*íng capltal of
appropriate slr¡uld be in

'Ihis ¡ìepoit ¡s g¡-ôridåd jn cùnfidenæ af¡c i¡s f,jfclr'.âtiol àn¡! Lrqe arc iimÈÈd.-see N()ttce ffi pãlrs 3.

ñ€tlyork o{:jnd€Fer&ie.r,f m .ta¡+,ãff¡|Þto¿.t¡ft],<p¡¡e mei!ø¡onal çqqêrfÈl¡¡e, a. gtis;:+¡tä}i.,}l¡l:rlglús r9Ërye¡. 1.1
@ ¿r114 KP#6 !-r.F, a UK !¡Rlited lëÙjiiç Fìe¡tâÉÉh¡t¡, b á Subsidiilrf Õf KPMË Ëu¡(ftg LLrl aíìC a mefilæf 'ñtrn ot lhs t(PMÈ



Businese plan {FY15}

L[][-'Ë pç'st deal busineäs
plan shours a breakeven
result foi FY'15.

Fleadlines

FËna¡"¡eiäü {4}

UJe r¡¡rderstand that a past rJea! bt¡slness plan has been prepared hy L$L. This includes;

E¡ reven¡lê of f7?.3 rnillir:n, reflecting a ÊS"5 million reduclíon in Lôt ccntraclvalue, aq:¡d a lower.level' of ehange reque$ts,tt
the ¡1ff orlabiiity Contract;

n planned operationai headccunt, inclucling potential savings by func',ion and satary;

n operational plan tp deal with ar,td'

tne Stop

14 a nìore detaileci finar¡cial forecastsettin$ cut expeïted'e-h-an$esi¡¡ LÐL's incorne arrd cost þrofll*¡

Ås noÌed previously, we would expect Ll)Ï5.¿osts to be highor post-deai:

i¡ FT have ad'øised thet ln
inclucled discounts
procured frorn ET wlli be
elemer,t of proiit.

l'I) wíll also.need to bê

considerec!.

are

shor-:id

deai to
âgainçt

ll$ Êepart !s ifÐ'Jldírtj ¡¡ cÐnfurnc€ arxl ils c¡rsJtalhn and 6ù ere ¡illíted -ser: l'¡ôtiæ cri pa!- t."

15



[-íeadiines

tmnp*raÊiosr tax

tgrporatigñ lax fi¡¡ng r-DL has filçd iJ$rûirâtion tâx
with the ?¡l¡ng af ¡tt c(,rpcration

Aç cuch, i'åx retu$ìs fc¡r pericds up tc
affectivel-ir agrËed, lhe tåx retum 1o¡

raisecl.

A copy çf ttr¡e tåx return fcr ihe yeâr ended B,i lv!ärsh 2014 has not been prcvided:and it is: urdersiçoc!:th¡s is let to be finafised,

!t i$ natec LÞL heve nísto,icalti relied upoa

transacliofl A tax sefisitivê matiel þas been identified in

befween LtL ând FT GrðuP o Tllere !-¡ar¡e been s¡üníf¡rlefit transartiorrs beiween Lila and BT Graup,eonrpgqtes during fre periods in whlch LÞL has heen

crPlrÞÍi€d by BT Grcup.

r Drcumentation has nti be€rì pÍçvided to
inherent ri$k lhåt HMFC cculd çn ar, arm.r'

urìç¡er tlìe 'ti:an5Íår' Sri$¡flg' tax ¡iro\tisions-

a l.l-)L mÐ.nagemÐr¡t hav€ ûanfirrrÉ€d lhå undËrtaken ofi lhe'

same basis ûver the iêst i 1 years. lt ¡s noted

Fúo other corFr¡raticn tÊx sensitFr'e r*'laüers håvÐ þee;Ì identlfied.

; Senior Aeeè{intill'g 0fficer
| {'$Åç'i reûuííernerlts

As LilL is curre*tly part of $re BT Group and hence asa
reqainng a 'ôenicr Âcr,ouüt¡ng Úificef {'$At} tÐ

iÕr tan purÈ)ses iincìi.rding cûrpûrålitn iax,

Tr,n;o notificatlons are requiied. ûne tn beflaff of thÊ

the systçms í{,'e a.dequate" Each notification

tlT have ccnfirmeci that the relevani SÀÕ oi i-Êll. for.ail relevant pçriode' up lo and índudír,g

thê yeâr ende$ 31 Marth ?i!'!3.

It ¡$ urlderstcod tlre SAC ce$ificaijorr fo¡. the yeer end€d:3I frlí$ctr Ê014, isyet io ,þe fi!çc! wilh l{Mfft,,ThiS'should be îjled on'or

belüre 31 Elecemþer i¡t14.

A6 the lest fêt .340 is based on
í.daie of

-r,'ear encied 3'¡ Marth ?Úì5, durirtg
cûírìFrietionl^

l,€af
a result

LDL

fron Bi
which

when

LCC and
reccrds
bë

<íale ot
should be

BT Group file the $4.()
3i March

3û.iunc:
oi the

be and/cr

the
^lta¿¡i

ET

(a !Ô1ó KFIIG l'!P, a uK iimìtâ1 l€biìitv FãrtoèF¡ì¡Þ' Ls agubsiiiarv of KPMG EsÔpe LL¡? 
"Îd 

a memþcr

îhis ÈÈport ¡s F{cficed ¡n cotìfideßcê êrd its ¡¡¡fci.iF.Jioil ãnd Ke er,-- l¡niþ{ - eeÉ l{clicè ofl pâgå 3-

*irif;ç'ir;imi! afûi4ed]:vrith {PùtG,iq¡ieryalitnai Ööoperafre;,år$*is e¡ìi : All.trgJiF'ræ.ery4r:



. -, -, ".,q-.;t -"-4.-:r. : : r.:

VÂT eompliance

Headiine*q

V&T

LÐL is registered for VAf as
qu¡ürtêrtv basðs ts enahle ST ta
liahiliTy artributable to LDI-.

ÐRAFT

LDL provides turfiover detaiis to BT on a
subsequently reinftburses BT for the net V¡\T

VAT aÈthe stanrja.rd

BT i¡as ct¡niirrned thai it is nc'l âwãr€ of any VAT ciisclosures or other correspondence w¡th þlMFlC relafing io LûL ín the past for¡r -vears.

Supplies made try Lül- lidanagerneni has eonJinnad that partiesi tirat a.re lreated as
rate ancl tl-rat LÍ)L is entitied to fuli VÂT recovery on

$upplies r:f g*ods anci services between LDt- and other members of the BT þ'Åï Group are disregarded for VAT purposes.

VÁT graup implicetions

Tì:ìs Fìepsrt ìÊ proviCffJ ¡n conñrls¿ê an'J i¡s circJ¡dirn âncl ßÊ ;irÉ lirlited -seê l.¡ût¡æ on fÉg ..1:

diiigence exercise has oniy consídered LDL ianc! no other member of the BT VAT giroupj.

Any supplies betw*en l-Ð!- and BT after cornpletion of ihe pr-cposed transactisn wiil no longer be disregarded for VAT purposes and may be
subject to tiAT at the standard rate.

Wê¡¡ as::afi y secondary..

proposed
will

VAï group
recommend th¡at the sale
Thìs protecticn

time

5t





#*s üer?ts

-ììi.e FìqÐü ii Þ¡¡îr:dtri n cü¡¡fi*iG Éñd hr qiniltrilÞñ e1 *e ðã fimËLld :æe fi*ce w prg:a; . -':'

'i {f



äi,..,,

,*\pg:*nt-lix'l

H*rçpnçeffi:#nË fs tær'ffin#"seepp sf ws¡rlq

'¡nis 8¿rÞït b ¡r6vi$Ðd b cfft¡ije$öÐ a¡ìd iù3 tirdJÞ¡isì and ii5€ a¡e Íæitsd -- see f'éûlice clrl Ë¿i¡e 3.

ÐFÌAFT

¿\l



Accounting
fundarner¡t*ie

Apnendix 1

$eope *f work - Ftnams,fræ,t due rd'iffg.enËe (1)

ÐffiAFT

Undersland Ìhe key accounting policies,underiying the financial statements and qomnìsnt

,qlsa comn'rer,t if these ¡raticies have been consistenüy apÞlied dudng the Historical änd Current traciing'peliod

zOi+ a*tqpe{! rnana,gêmç¡:}t âccGt¡nta aFd;ttìe ãijdited linancia!

on

of nianagement, provide an overview:ol the aecounting flÍnctitn
:r'

an¡J:describe the key acoortnting pr,ocedures perfcrrned on a monthly and

ûomrnent speciñcaqy rn transäct¡rlns relat¡ng lo Ûrini pary cor-¡tracts which may be invoiced via i.jverpaol City Councll-

Arney

Analyse any
steterneÍìts änd

Frorn enquiries
anr¡ual Llasis"

i

:

:

tor¡tracts tcrnment ûrr the key diivers
Glendale and ed$tãtion custtn:ers.

Câmment çr] any cuslömer and supplier depgndênce during the,l¡listoricai Per¡od.

6Õnt"ect pe,riod and yâilie.lvhere stated.Read the tcp 1 ù custorner and

Sunrma¡ise th* reported P&L, BS and each sê.ni,ce læy''revanqe et¡,ganì Íor LÐLFinancial sverview of
LNL

'lir:$ i-te.!ff ¡s tlBr¡Jed ¡t ær¡li3ènæ äñ, ¡ls .rilluiaticr ãts! lsÈ ä¡e ¡ir[¡l¡:ú - see N{"11æ til Pa!- - 
"-
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,A,pp*nriix 1

$*mpæ *f wmrk * 'F,fisræmçtal {*}

tost t¡ase Oomrnent on the nature cf of thase cosis are.pror¡ide-d'by' related parties

ani tlæ key tenns witl'¡ Those

Csrnnlani on the contpusítion
cûs1Ef$l]-

Cçmnrer¡l ort tl¡e b*sis and Feriod;

ßteff ccets üomrnent on stail caots r¡¡ifn reference o-f,kéy,e'¡¡*1"tnes; Ín þrtiiulãr'notê the difference 'in:ter¡ng of Uuer¡roo!

Citv ûouncii and BT ernploYees and

Õan¡ment on the kasis rf rernurreratlon of'P'ey'employees íncluding þnuses and pensiôn contributions

LJnderlying earnings $urnmary of il-re underlying earnings of tlie business hightìghting non-recurring iterns idenlifled throtlglr ti:e course of our work including:

BT nranagernent charges

F)¡olrigion fnû\oerngnß

Çr.¡rnr¡rent on the underlying saies and earnings $Pl¡t by LCG contracts, BT

Th;s RÐÞc¡t 6 Frovldxi iF siltdene) ãfd lè ircuiat¡'Jn arij us* ¿¡ç lintled -*e NoñÊe cr page ã'

sf centr¿l.costs:ineludinglnanâgeme,r-ttrechafgg*,an$,lcûsÊ,sllareO with any¡-s¡t¡*t parlies.,ssch as propqi'ty {LÇC} and lT

groes rlrargin by.contract and sverlread casts fer
eÌomrnent on lhe key assurnptions used in the
tfte ßudget Ferfod. ln ¡el'ri+ular

Curnment cn the l+vel of

2{J'15 ßudEet

?2



Appendix 1

$cCIpe sf qruuqrr$c * Finamcüal dt¡e dltrigence {S}

....;.,.. :,--:lr-^::i-.;,:r, r r r:: :,

.:

f.let assets and
poteertial rtet debt
iterns

Quality <r{ cash ffows

,{naiyse ar¡d con¡ment on lhe campositicn ol key items on the balance sheet at 31 March 2û14 and at the latest avaÍlable ciate, including

. Íixed as*et proÍife,

- ageing cT debtors and creditors

" Frepayments, accruals and indirect tax creditors

" Ðefarred inccrne anc! rcstricted cash balat'rces,l othêr,crediter,s,

s¡gnificanf one-sff iterns end cash,

Ocrnrn+nt specifically ðn the

Ânaiyse and comrnent on

From discussions'with e,apiiai.sürirn¡tments.

,4nalyse and comrnent on nronthly workin!,càFital'tr s.a¡d'cö.iiirngnt
Traciing Feriods.

!o{fJ *onrtr.a.4ing âdiÚsttnenþäu¡lng'tire þti$ddal'and Ûurrent

,Ânalyse ar¡d cornment on receivobla daysand Bay.qþla,Cay.e.inft llislo.ri.cat perfod.

tomrnent on îhe underlying workingr,oapital ¡.-e,g¡iramentb,gsþ;o.$ tppffily hior:ltiry.c,áþitâl þiofiie-

lf avaiiable, summarise and

:: ::

ÐffiAFT

::,:l

I Df ìt¡e Kp?.[c ætc6i( ot,ild€p€¡-¡(rød mêfrber fi(ns altiiiêled wjüì KPiIG lr¡efird.bßal co4ërõti!'È, .a s{is üñtity. ,1ll f{¡rns tffiilt¿

,r- ¿: 
,,4

îþ's É€port ie ,rcviúÒd iñ ta-fslefl"'€ ãrìd iìs c¡¡¡)ì.iiat$¡ ûr¡J æ4: erû linritevj - sre hld*:e oi tÞs -¿.

¿:,



Cürpúrat¡s¡"¡ tãx

Apperidix 1

$empe uf mrork - f;mrpeirätiÐ'rl tax.due df;fiige*ee

Surnrna.rise the s{atus of open corporation ta4 letun¡s

tcmsnent cn the potential impact uf ,âny rnateriâ¡ sutstanding issues !n oper,l cörnp&ticne à*s¡}þT.rurn Correspondence with Hlt¡lHtr

Surnrnarise the tsli paEnent pcæifigq f{,r F¡flil'

$usnrnarise åny maieriâl tax allributes sanieri forward atthe errd oÉ FY1ÍJ in fuil¡re peric*s

Cornrnent cjn the corporât¡nn ìa:t irnplieatitxrs:6f trâ êfions bEtw.een tlre tsmpafiies and t¡e g¡FÊgtoÌ,I$harehclder

tsrïmår$ üì âfly elections for tax,conce-sçions orsimiìar,'ürrartgeme*s beén.æ.C.$,þted by-HMFG'.

Sornment an the basis of thç aoryo¡q$on tsx and d+,fe=ned,Íax.provisiorts included in the stattltorl¡,accounb ior !n/13

Á,nalyse the effective tltx rate for FYf.3 and:cOflftmeni,o*matE¡¡d;frqñAncestrorn f¡e reievani st;afrfùory råteb

Fleview the reasonab!.eness of the cun-ent its'âdrr¡sûrs,fËrtf,te]annr¡al P/:!4' êccsuntinE per;oci for

each connpany

nffiÅF"r

This Belyrrl i9 ¡xr)v<terl in cÐnti{¡efþê ?¡$ ¡ts ôircdá:iÛil afld lse aP ihüùst - sèe llc{Ee on Fa96 3.

¿+



,Appendix 1

Scope of work' .Våï:due ffiWneÊ

'd.AT $ummaríse the UK VÅT ragistraticn ,Þeencom$iedwitlr, Errquire whether l-ÐL is
or has been a rnernber of any

$unr¡¡alise the V,4T tr*.atnrenl appiied to suppiies madeby,LÐL

Cq¡nnrent cn Lif,L s VAT re+r:very status and ttre application oT any partial e.xe-mÞtiOn rne'{nod; whêre apÞrcpriate

Sumrnarise the stâ¡li¡s sÍ all UK VÅT'retums due,forsuhrniÊ$ioß,aad.,Bayments requireci in the lasl,year

'tïis iìeÉüt;s p!øii'ÀJ*d kr o$Íiilenæ ån\t ilg c;ircúialìîq arsJ i6È tre ìirtrlhrf --sæ ì'i¿tiæ ûLl ¡r! , r. I
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t. ' .',

Appenriix 2
$fatuËory ät6ü umt re$Ðr,ts il lat[ons'

,ådr:iin ex¡:*nses
(intercol

T¡.¡tai ad,.rÌir-N

(rsi384),,
expefls€s

tinterco)
I
5

)

i62i
i9,24r)
(f¡,14:/i
(2,O-/e)

{415S1}

tç)

f{61)
{a?4rI

,(.qt147)

:('f¡oT,.9):

,(4,lie1)
clÊdito¡ û

$¡364

2,4t
9;3615

2,40ü

{icucc: SÏÃÎutor..t er¡ounl.},

e,ç.Ë-î.rsgs

{147l. {.f 48}

tË.974)
{6,417}

rO i1,i14 KF I,tG ì

-fß tì"fx1r.î is ¡:r,:uicled h ctf*idanæ ân 1 it$ cifcuif¡tiûn snd tße ai¡: l¡mited - :ìce t'¡Jtice afì fËi¡Ê :j.



Appenr-tix 3

$rYï $ budget

ÐffiAr"T

t

ç'0üû

LCC revonue

rîh¡lÉ på,f¡;J revì:nue
i[4o':e¡ient on deÍen€d ieventle

Tc!s{ re\¡enue
ìCost af *1". - çi f
jTiìtird càûv suppii4i co6-É

:?T prÖducts,'sÊruicÉs

iä-i re curce cc¡Ls
: û¡scouni

ì$í rnargin afid oveth¿ad
I CÊsl ût sales - €)aternS!

1t-CC entpioyee ccsts

lFlhf,,r r..CC çilsls
i.,.--,
'LtL 

fâccß.lr¡,nB tfen
irXre stop shog fundirç
irBT f undklg torilriilrjliüì'r
j..¿ia-Ì;i- Arena i:hargrs

ir--ii.lìfl I ih;rd pâúy sLrpÍ¡iiers

iÁ,rJdlrisnai cûsir;

75,289
.t53 3åB

76,67û tU,118

46-qô"Ê

{1.t96i {1.4iì5i

2,884

{s4}
t4iJI
(s34]

{1

ri-;¡ìaîoe cosìì
iru r inv+!:1m+n{
1-

iSr:iît'orc
i i-le valr,r¡nrieni

] ha nir.*re Mainienarla.g

iÍ!õiriit
;51¿il ri:l¡ntng
li.'¡ilre¡ cr:sts

I F:i:¡::iC / e.r:c¡'-t C {ìti:Ë ilses i i .550)
Â?

i] Suai

or prcp*to erpsnsf.s

ß¡:Ìk clìårges

Gì 20 j¿ KFlrlü l..Lí', t tli{ liíniteû ¡rå$ldl,- ÞalsneËniÞ' ìs 3 sugsiúitr'i oi (I'¡'¡G EY0F€ Ll-i' ald 'tçotin¿ipèrøemjÊ;mÞ?til¡rE?såtnìhfe¡wnhffMG,ÌllsnalicnalCcoperetive..asA4tneût¡Ly]Al¡:rtc-htstesèsÊd.e f,¡snbei ,im d f^e XPM(ì l€1r104

{1, i

i57l
(84!

FYI 5 ünderlyinE adiustlrÈìlts
9T rnanegerñ€ni chêrgê
TSA ccsls

í-" õ¡o
I i2,ú'431

'Illis ljì¿;Íjrt 
's 

ítovifigâ ¡n Çðlrt$r)nce tnd its circìriatict! and sê fire ti¡¡îi.tc - !ìee l'lcl'Ìoe on pà'i r-
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LüC Ër$Íil shãrü
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creCilor

Juåy updale

$T Crav+irige

iì€lFelmr.rfil oi interc{)rñ*arìy credilot

./r,Jjui:tnr+ttt. Íor ur¡a¿¡;rue,J lnvoice

ûi rnatiagerrtent charge

Ql irc$r.-ç

Nel BT dvar,¡¡i

$Òtr:e: MaßîgÈñenl aÈcsllìts at F}¡i,ofnlÊ lqvel.
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rf€bù

lìi€t Ssbl åt 2$13

o2ii14 !{pl,'is LLF,, a iJK tirÉÍ€{ì i$b¡ii\, pârtßg$h:e, i'r 3 sniFid¡âry of KfrMG EsroFû LLp asC e ñ¡ambs; ftrr ÔtlhcKpìuG'netúcrk
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Appenciix 5

Titan eËtnrge

LT

pariy sutlpl ier cÕ"-cfs

Bi products/sarvices

ñT Íe,soilr're cÕsts

Disçouni

1LLiçe; Ðfi Merc¡mf/¿t¡y t,larqË r€sÞ(nEe

f iÍstorica! efuarge

l-iistorìÕal¡y, spacilic BT
er[râctÉd by Bi írt

4,92S

r ,ðufJ I

bein-U-

churge.,

tl/e have added t¡aak the oúerhead and,¡ná c,har,gg,å.$ lpr: ot,orrr unceilÚlng ealninþs anatùsh
presented eariier in this reporl

FulurÊ arrangeniênts

Ccntracts
to L.St- te
reduction in

ln acldi'tion. sterf f ,or.incl ude,ternporary rêsource

requi Ëre

l1ùi5 lle,F$rt ¡ö fìðrftÌ,C ¡il (xr¡"fJçn# ùnrj ¡{È ai¡sdatiån aì1rj ìf,çè ate l¡trìfÉif ' $ri¿ No$se ol pts+ +r
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Â.p¡:*ntlix fi
L#tr ffi'f*smË uæf*uxtætÍ*ut

SoÈr&l': ÍrläaE€ffiìi a¿rK# ãl 'xrycÊËle

Basis of preparêl¡ún

We have ccrnpared LtL costs as recardod interna{y, to costs recognised
by LtC.

There is a discrepancy batlveen
ancf LDI- reiatirig tu tirnir:g
biíied by LCC,

We f¡avç reüiassilied costs
analysis presented eariier in
principal to this

() 2çì4 KPMG ¡-LÈ', a UK !¡¡;ñed iGbilily pá.tæsiiF, is a suiÞídiÂr/ of KPÍüG eùrupe LLP Uid e mÈmöer t¡t71.

'ì.1ì-s n¿Fetr ¡s sBjdcij in m^tiüêí$e åtìd its c¡,culâli)n ånrj æ an lim¡led -*Ë ¡üoÙæ m pagÊ- A.

earnings

53"t

1r ô:

vle:,.

ss8:
ztn,

'38,:t,06

as

E Transtêr

other

KP¡¡G nêi¿e¡k cf trtdepander¡r rember fms afñliated v¡Jh KPIÍG irreûatiùrEl CooperÊiive, a swiçs êr#ty. Âli dghts ,êeryed- 3û



Appendix 7

Ådjusted r'ræt werki"r,lg üapri,tal

(/-,

Basis lof.;prepâ{,at¡cn

F-ollowing a review of',iternsiil¡*luded on the LtLbalance,sheat, we
nümbËrûf balanceswithin'

l'¡etn'ork¡nS capitÊI

'15"00ü

10,0t{l

s,0tl0

(5.0Õ0)

i1r.0o0)

(15.0Õ0j f.! c.¡ ê: &i ¿\ <r: .J r.. S g g p rr $ co cô ú s g g g .+ S q

åÞå Ë å*å å å Ê Ë c FãE= Þs8 å å E F *
¡¡gg.;Trad+rie"biors
lse: T'racie creCitons
: ::' ;:' fr¿¡fg¡¡gçi in+Clne

{ffirAcijuslêrl t?Êt w.sik¡n$ capitej
:ìourË: h{arBg6frìarì eccÈuYE

{38$i
í't,2221

(42úì

tl,181)
Ai end

Sc{rrcg: Mãna!Émm 2eæ¡Jfrts öt c"fFràte l9';ël

ïhis Br.poit b Ëãil.id€it irr ü),nfiãeÍ)Ê ând æ cíëil¡aljûn 3rìd ftìÈ æ:e liöile.J -sec Nùlicesì tÈ¡,..r.
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Aüp¿+n¿iix I
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aecrued fo offsst
apr:iieC in irrvoice

dçTer.¡+d

relrÈsh

1Eû0O

.{9,00û}:

soilrEe: Llsíú{$eñent aæ5¡iÌtå âl *¡!trâe levet

So¡rc:

recanciliatisn

profit share

Ì-¡!3 íl¿Ê$!i ir ¡rrsvirìed b c.uilfirJer¡l* arìd iti cilfj,.i¡ãti0ri aû3 üS€ arÈ lìrn;lÈd - Ses Nf)tiDg Ûn Þage:1.
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$tæff üÕsts

È.totq:
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ÐffiAFT

MârSr

ôrajìagrrìerf accomr$ ãlqçrpollüå hsd

,t: ,.L- .,."i¡È Soæn Ë piLxi.Jed irì ¿ûntidÉf,osr 3r'l i6 ciËlalift ell 'Ãìè are li!il¡ted - sÈc N$îi!æ otì Þâ.ir. -

,r:38¡1ûô

'1:1?ono of efiptçyee$
Côst pÈr erâptÕy€rt

€'0os)
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Appendix 10

$upp*Ëern

Servisefiatr¡ê charge

Ðèurræ: idana$pmgíÎ acørylF¡ 6t .Ðry$ru¡¡r lt}r'gl

Key suppliers

flonrpr:iacenter anci $írlF Pa¡ibas at* thc crrili trfi¡,¡ *erty supplie.'s rorith a

Th€i ït¡?n ch*.rge in F'Y14 inciucìed a value cf Ê9.2 miiiion {Ë12.7 million in

signifi+a*i charge to the P&L thrc¡ugh the LÇt) cffsÉt Êosi line in FYi4.

This line reprssrHrts ali ihird parff
suppti+r irìv$!<.:es a¿¡sçciatecj wtth the services and gaods supplied to tjve4pacl tusto.¡ner Fremisos
er;ui oment {üpË), l-l' eiìuipmetrt ha rdware, sr¡fl,rare, licences, stationeryi mobils and blackbony
rcntsis il.nd usage charEes, irainins t$rjrs€s, accrcditatioi:s, audit ãr:d ccnsultnncy.

"llese çervices ere expected io nrJvätë tc, LûL pr;st dsåì ãÈd thÊ tinning and pîacticålity cf fh¡s ntvat¡Ðn should be consieiered as part of the TS+1.

Thh ffÊ.â)n h prùç¡rJêd lq {BrÞleßce ard ls cù"ûuhìoß açil ú\s ats lmit¿d - €€e tiÕriae Ùn ptig€ e.



App*ndix 1'T

ÅsçsunËlng p*{ic$æs

ü${AFT

Kely auccunting¡ pntlties

: LDL's key act:cur'üng ooilcies are $et cut in the $taüJ¡.o*t affiaunts:

;- Turnûver frÕm ¡--nE teml contractual arrang*ments is recognised based on the
!npedorrnance patlsr!-r i* rlot straigttf. line, tumovgr is recognlsecl

c{ time ar-¡cl rr¡atarieis csn"tracls, tlJmúv*r is recognised as lhe

r üost$ rçlated to delivering services under long teßn contracii-lal arrangernents arê:eipenseri ae,incslned,

-, Frofit i* ¡ot recognise,l unless the Íinancial out$Ðrlle of a contract can be sstÉrnâTed with reasonable certa¡ñty-

- fleferred inoorne conrprises seruicss tfrat have l¡çen ir¡voieed in advance of tne servits, orrgoo s,being,lully cleliveretl'as'ordered-

¡,, Tradr? debtors ârË ståted in ll¡e balance sheet at estimated
doubtfr.¡l debi. FLovisisns are rnade speclfic'xËly where there is pay- An

macie based cn an analysis of balances i:y aEe, previcr.ts

AÇÇöunt¡ng prâÈl¡ees

cr LÐL pr$ducë monthl-v månagernent acÇûunts. whils{ BT are respoRsiblofsr ttre productio¡ of þqth statr.rtory açcounts and fsres€ùst.infonnatian.

¡ ßT Treasury is re*polisible
(lgniÌé). ,4 creclitsr balatlu'e
cn a periodic basis.

''h KpMÇ jlntcß¿riona¡ CúryJeräti'l¿, fl gues er¡fh1. All rigtrs ¡ætr'uìd, 35

'f1ìê Ber}rrl is prov'ðÈci ¡.i côilijgfæ il¡l i6 c;r'culâlitô arilJ tó€ ¿re iimited -se-e Notiæ s iEi:"-



O ?014 KPltilÇ i-t-P, a tJK linrited liability partnership, is a subsiCiary of
KPMíì Ër.rrupe t-L,P ar¡d a member firm oT the KFMû network oi inriependent
msmbËr f¡rms äff¡liåted with KF$dG lrrtenationai Ciroperative, a Swiss entiþ'
All r!çhts reserÞ"Èd"

Tiris lìep*ri is proviaeC in confidence anC its circulation and use are lir¡tited

- see Nc¡tice on page 3.

The KPMü riame, loEtt and "cu'tting through ccmple:<ity" are registered

tradevna*s or tradeff¡arks af KPMS lnternalional tooperative {l{pMG
lnternaticnali"




