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Improving transparency and disclosure

" Introduction

-~
A

The objective of this guide is to assist private equity owned portfolio companies to improve the transparency
and disclosure in their financial and narrative reporting by highlighting good practice examples.

The Private Equity Reporting Group (the ‘Group’) was established to monitor conformity of the UK private
equity industry with the Guidelines for Disclosure and Transparency in Private Equity (the ‘Guidelines’). The
Guidelines resulted from an independent review of the adequacy of disclosure and transparency of reporting by
private equity owned companies undertaken by Sir David Walker at the request of the British Private Equity
and Venture Capital Association (‘BVCA’). The Group is also responsible for making recommendations to the
BVCA for changes to the Guidelines as needed.

After consultation with the market, the Guidelines were refreshed for the first time following the
implementation of The Companies Act 2006 (Strategic Report and Directors’ Report) Regulations 2013 (the
‘Strategic Report Regulations’). The Group has taken the view that the Guidelines should be aligned with the
requirements for quoted companies, with a few exceptions, in order to continue to meet our ambition for large
private equity corporate reporting to be at the level of the best in the FTSE250.

In setting out the Guidelines for Disclosure and Transparency in Private Equity revised July 2014 (‘the
Guidelines’) we have continued to make it clear which areas are specific to the Guidelines due to private equity
ownership, which would be required by large private companies in any case, and which areas are incremental
due to our aspiration of matching the standard of quoted company reporting. Our ninth report on compliance
with the Guidelines, and the second since the Guidelines were refreshed, was issued in December 2016.

The Group has commissioned PwC to produce this guide to illustrate how the Guidelines should be
implemented and to share examples of good practice to encourage the adoption of good practice across all
aspects of reporting. They are not a comprehensive analysis of how any individual company complied with any
particular guideline criterion, but to illustrate different attributes and styles of reporting that have been
determined to have at least some of the good practice qualities.

The areas covered by the Guidelines reflect in part the increased focus from the readers of annual reports and in
legislation impacting the majority of companies, such as the Modern Slavery Act 2015 and the regulations on
Mandatory Gender Pay Gap reporting. There continues to be support and guidance offered to assist those
preparing corporate reporting and as an example the Financial Reporting Council’s Financial Reporting Lab
issued the key attributes and approaches to reporting business models that investors want to see in companies’
reports in December 2016.

In light of the recent decline of trust in business and the resulting review by the Government into corporate
governance, the Guidelines continue to play a vital role in promoting the UK private equity industry as
transparent and stewards of good governance. Consequently the Group would encourage companies to improve
disclosures on how directors have performed their duty under section 172 of Companies Act 2006, including
consideration of the interests of stakeholders.

The Group would like to thank PwC and the BVCA for their continued efforts in assisting the Group with the
review of the portfolio companies and the production of this guide.

Nick Land Chairman — Private Equity Reporting Group

Good practice reporting by portfolio companies PwCel
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Executive Summary

Each year a sample of portfolio companies are reviewed for compliance with the Guidelines.

Overall the most recent review demonstrated that compliance by portfolio companies had not significantly
improved the quality of disclosure in any one Guidelines’ criterion and that the quality of disclosure was weaker
against a backdrop of higher standards seen in the FTSE 350 and a lack of awareness of the changes to the
requirements in the Guidelines.

Criteria where some weakness was noted included review of financial position; balanced and comprehensive
analysis of development and performance during the year and position at the year-end; financial and non-
financial key performance indicators; trends and factors affecting the future development, performance or
position of the company; environmental factors; and human rights issues.

The observations below reflect the trends identified from the most recent review and where additional focus will
result in an improved level of reporting;:

e The importance of the narrative describing how the business has performed in the year cannot be
overlooked. The weaker examples provided a summary moving down the primary financial statements,
without linking how these worked together. A truly balanced and comprehensive analysis of
development and performance during the year and position at the year end should focus on
performance against the strategic objectives and reflect both the operational challenges and successes
achieved in the year — refer to section 5 of this guide for further detail.

e The temptation to issue an annual report as a backwards looking narrative on performance is
understandable, given the financial information disclosed relates to a period completed. However, it is
essential to provide a context of the trends and factors affecting future development and performance
in relation to the wider market and how the ongoing business expects to perform in what can often by
dynamic circumstances. This discussion should consider both the wider market environment that is
impacting the business and how these are shaping the strategy and decisions made today — refer to
section 11 of this guide for further detail.

e The inclusion of commentary on human rights is a requirement under the Guidelines and this is in line
with increasing regulatory emphasis, such as the introduction of the Modern Slavery Act 2015
(impacting financial years ending on or after 31 March 2016). All companies need to consider how they
are addressing compliance with human rights matters and include a discussion on this, which could be,
for example, by considering the supply chain aspects or labour practices in the UK and overseas — refer
to section 14 of this guide for further detail.

e The topic of gender diversity needs to be a greater feature of the annual report, with sironger
narrative on the policies in place as well as presenting the breakdown of the metrics for the number of
people of each sex at the director, senior manager and employee level — refer to section 15 of this guide
for further detail.

All the Guideline areas require careful consideration to ensure good practice can be achieved and this guide
provides both an understanding of what good practice looks like and some actual examples from the most
recent review. The examples set out elements of good practice for the specific criteria disclosed. The Group will
review the disclosures in the annual report as a whole when reviewing compliance.

PwC e 2 Good practice reporting by portfolio companies
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Applying the Guidelines —
guiding principles

The Guidelines requirements are split into fifteen sections in three broad areas. However when determining
what to include in the annual report and constructing its look and feel, in addition to compliance with the
individual criteria, the annual report should be fair, balanced and understandable to a user of the accounts.
Good annual reports are:

e Tailored to the business and avoid boiler plate language;

e Provide useful and specific information, avoiding generic terms and superficial references;

e Are not cluttered with erroneous or repeated information and help the reader focus on and understand the
key relevant information; and

e  Are consistent throughout and demonstrate linkage between each area.

No two annual reports will look the same, as no two businesses are the same; but these principles, along with
the specific criteria below will enhance understanding and comparability of annual reports. The examples
highlighted in this guide are indicative of good practice and represent some of the attributes of requirements,
rather than the full disclosure being included, however each company should determine the most appropriate
format and content for their relevant circumstances. The Guidelines are summarised below and set out in more
detail on the following pages where examples of good reporting are included:

Guidelines specific

Disclosures focussed on the features that occur from being under private equity ownership:
Identity of private equity firm — page 5

Details on board composition — page 7

Financial review — position — page 9

Financial review — financial risks — page 11

Strategic report — Large private

Disclosures required for all large private companies in order to comply with the Strategic Report Regulations
and included in the Guidelines regardless of whether the portfolio company meets the criteria of being a large
private company:

e Balanced and comprehensive analysis of development and performance during the year and position at the
year end — page 13

e  Principal risks and uncertainties facing the company — page 15

e  Key performance indicators — financial — page 17

e  Key performance indicators — non-financial including environmental matters and employees — page 19

Strategic report — Quoted

Additional elements from the Strategic Report Regulations for quoted companies that have been adopted into
the Guidelines for portfolio companies to further explain the business and offer comparability to those
disclosures often seen in listed groups:

Strategy — page 21

Business model — page 23

Trends and factors affecting future development, performance or position — page 25
Environmental matters — page 27

Employees — page 29

Social, community and human rights issues — page 31

Gender diversity information — page 33

Good practice reporting by portfolio companies PwC e 3
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Greenhouse gas emissions disclosures

A quoted company must make various disclosures on the quantity of emissions in tonnes of carbon dioxide
equivalent from activities for which that company is responsible and from the purchase of electricity, heat,
steam or cooling by the company for its own use. Disclosures concerning greenhouse gas emissions are not a
mandatory requirement under the Guidelines. However where this information is available and is significant to
the understanding of the portfolio company and its operations, its inclusion could only improve the
transparency and quality of reporting.

Statement of compliance

A statement of compliance with the Guidelines should be presented in the annual report to demonstrate the
Guidelines have been addressed. This does not need to be substantial and can be presented wherever seems
most relevant.

A suggestion for this statement would be ‘The Directors consider the annual report and financial statements to
comply with all aspects of the Guidelines for Disclosure and Transparency in Private Equity.’

Where the annual report does not fully comply with the Guidelines this should be referenced.

Comply or explain requirement

The extracts of ‘Good Practice’ shown through this guide are examples of disclosures that we see as being
consistent with that standard. Where elements of the requirements are not applicable to the specifics of that
company, our view is that the Guidelines encourage explanation as to why they are not relevant and why the
disclosure may be omitted, under the ‘comply or explain’ philosophy.

Disclosure placement

Compliance with the Guidelines should be addressed in the audited annual report and financial statements and
should not rely on other website or review documents for compliance. Most companies will find they include
these requirements within their strategic report. Where there is any cross over between the director’s report and
other areas of the annual report, appropriate cross references may be used to ensure compliance whilst
optimising the most appropriate and clear structure for the accounts.
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1. Identity of private equity firm

Requirement

The report should identify the private equity fund or funds that own the company and the senior executives or
advisers of the private equity firm in the UK who have oversight of the company on behalf of the fund or funds.

Basic compliance

To comply with this requirement, the identity of the private equity firm managing the fund should be disclosed
in the annual report together with the identity of the relevant senior executives of the firm.

Good practice

Attributes of good practice include:

e  Name of the fund as well as the name of the private equity firm;
e  Background on the private equity firm and explanation of its role; and
e  History of the ownership of the company, including that of previous private equity owners.

Anglian Water — 31 March 2016

L
INVESTMENT
I w0y

Colonial

First Stabe

Colonial First State Global The Canada Pension Plan
Asset Management is (CPP) Investment Board is
the consolidated asset managed independently of
management division of the Canada Pension Plan by
the Commonwealth Bank experienced investment

of Australia group. professionals to help sustain
Origin: Australia the future pensions of

18 million Canadians.

Origin: Canada

OWNERSHTP

LY L
IFM Investors is a global asset 3lis an international

manager owned by 29 Australian
pension funds, specialising in
infrastructure, private equity,
debt investment and listed equity.

investor focusing on private
equity, infrastructure and
debt management.

Origin: UK

Origin: Australia

This example sets out the private equity funds ownership structure clearly, as well as a background on the private equity
firm.
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Motor Fuel Group — 31 December 2015

The Company was formed when Clayton Dubilier and Rice LLP (CD&R) acquired a controlling interest
in Scimitar Topco Ltd on 16 July 2015 from Patron Scimitar Holding Sarl, for cash consideration of
£397m. Founded in 1978, CD&R is a private equity firm with a history of working with management
teams to build stronger, more profitable businesses. CD&R's investors include leading financial
institutions, university endowments and corporate and public pension funds. The investment was
made through CD&R Firefly Holdings Sarl whose principal investor is Clayton Dubilier and Rice Fund IX.

The Company became one of a series of intermediate holding companies over Scimitar Topco Ltd.
Scimitar Topco Ltd is in turn the parent company of Motor Fuel Group (MFG) which had grown over a
number of years up to the point of acquisition to be one of the leading independent forecourt
operators in the UK.

This example provides a history of ownership.

Affinity Water — 31 March 2016

OWNERSHIP (CONTINUED)

The following chart shows the ownership of the company and the group structure, excluding dormant subsidiaries except
for Affinity Water Pension Trustees Limited. Unless otherwise indicated, all companies are wholly owned by the parent
company shown. The numbers listed alongside the companies within the group structure may be cross referenced to the
other group directorships of the company’s directors, indicated within their biographies on pages 44 to 47.

| BDIL equity | : Infracapital equity + \ PartnersGroupequity |
1 1 1
Infracapital F2 Rift ,"‘North Haven Infrastructure i
Holdings S.arl @ : Partners equity
____________ O e
Company key (" Infracapital E2Rift « .
i MSIP Dalis BV, (14)
Sarl @ Y, J
. Regulated water company 5/9 FY T ——
| ¢ Veolia Environnement |
- Former regulated water company P, i equity !

@ rinancing company Affinity Water Acquisitions Veolia Water UK
) (Investments) Limited (12) Lim i‘ted@
- Holding company =

10%
D Shareholder company
Affinity Water Acquisitions

@ service company (Holdco) Limited(13)

. Pension trustee Affinity Water Acquisitions
(MidCo) Limited (10)

Affinity Water East 400% oy ﬁ:t:;tcg R Affinity Water Shared
Limited(5) W = ( Services Limited(7)

Affinity Water Capital J
Funds Limited(8
Affinity Water Southeast ", L Affinity Water Pension
Limited () »99% Affinity Water Holdings Trustees Limited (6)
Limited(3)

Affinity Water
Limited
" whole” )
1 business :
1 securitisation , Affinity Water Programme
lt_ [lrlg_f_en_cE ) Finance Ijmi'led@

This example identifies the ownership of the company and the group structure.
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2, Details on board composition

Requirement

The report should give detail on the composition of the board, identifying separately executives of the company,
directors who are executives or representatives of the private equity firm and directors brought in from outside
to add relevant industry or other experience.

Basic compliance

The Companies Act requires the disclosure of the directors of the company; but this is not, by itself, sufficient to
meet this requirement of the Guidelines. Additional disclosures are required to highlight which of the directors
are also directors of, or had been appointed by, the private equity firm.

Good practice

Attributes of good practice include:

e  Additional explanations of the industry and other relevant experience that external directors bring to
the company; and
e  Disclosure of other appointments.

Sky Bet — 30 June 2015

BOARD OF DIRECTORS

NAME Paul Roy i Richard Fint i lan Proctor i MNathanielLeRoux : RobertLucas

AND Executive ! CEOandExecutive : CFOand Executive © Non-Executive ¢ Non-Executive

TITLE Chairman i Director ¢ Director + Director . Director

@ H . - -

APPOINTMENT | 16thOctober2015 | 2nd June 2015 i 2nd May 2015 i 2ndSeptember2015  30th March 2015

@ : : : :

BIOGRAPHY PaulRoyhasover40 | RichardFlinthasbesn | lanProctorheld ! Nethzniel NarleRoux . Roblueasisa

@ years experience in . with Sky Betting & . aseries of senior . has spent most of his : Managing Partner at
the banking, brokerage  : Gaming for neary 14 : finance roles at Sky, : careerinfinandal . CWCCapital Partners,
and asset management ; years, and has led the :  since joining the: 1 markets and was ¢ having spent nearty ten
industries. In 2003, he :  business forthe last ! companyin 1993 At 1 Chief Executive of I yearswith 3i before
co-founded NewSmith  : eight. He also serves 1 SkyBetting & Gaming, ¢ IG Group plc between ¢ Joining CWCin 1996

Capital Partners

i onthe Remuneration

¢ inaddition to the role

! 2002 2nd2006 Heis

LLF, an investment ! Committes. ! of CFOand Executive an independent director ! Robisamember
Management company ¢ ! Directorlanserveson | ofthe London Metal ! of CWC's Eurcpesn
acquired by Man Group  : Richard holdsa - theAudit, Risks and : Exchange and atrustee ¢ Investment Committee
in 201E. Prior to this, . Master'sdegreein : [Ethics committes. . ofvarious charities. . and sits on the board
hewas Co-President ¢ Engineering, Economics  : ¢ Hesits on SB&G's : ofbothCVCanda
of the Global Markets i andManagementfrom : Heisagualified v Audit, Risks and i numberof CVC's
and Investment ! Oford University, ! Chartered Accountant | Ethics Committes. b investes companies.
Banking division at and a Mastersin and holds a BAin . He graduated
Merrill Lyneh & Co 1 Public Policy from : Business Studies + Nat holds an MAin Law ; from imperizl

:  Hamvard University. : from Robert Gordon : fromthe University : College, London.
Paulwas a Non- : Hehas also worked :  University, Aberdean. . ofCambridge and an :
Executive Director of { asaconsultantat i MScinAnthropalogy
Benfield Group Plcand @ McKinsey & Company: : lanalseo forms part : from University
Cenkos Securities Ple : ofthe Operational ¢ College, London.
from 2006 to 2010, i Richardalsoformspart | Leadership Team H
From2007to2013,he  : ofthe Operational ! in addition to the
served as Chaimanof | Leadership Team ! othercommittees.
the British Horseracing . inaddition tothe
Parthority, recponsible | othercommittess.
for governance and
regulation of the . Richard has ower

sport. Paul serves on
WO committess st
SB&G: Remureration,
and Audit, Risks and
Ethics. He holds a

BA in economics and
aDoctor of Laws
from the University
of Liverpool.

18 years’ experience

i inonline businesses,

: startingas aChannel

1 Directorat FT.comand
: then asthe Product

:  Director of online start
' up flutkercom (merged
i with Betfair in 2001).

This example provides a detailed background of the directors including those appointed by the private equity firm and
their relevant experience and appointments.

Good practice reporting by portfolio companies

PwC e 7



Improving transparency and disclosure

New Day — 31 December 2015
1 Sir Malcolm Williamson

Chairman and Independent Non-Executive Director,
Member of the Board Remuneration and
Nomination Committee

Sir Malcolm Williamson is the former Group Chief Executive
of Standard Chartered Bank and President and CEQ of Visa
International. Knighted in 2007, Sir Malcolm was Chairman
of Signet Jewelers, Clydesdale Bank/MNational Australia
Group Europe and a Non-Executive Director of National
Australia Bank until 2012. He also previously served as
Chairman of CDC Group. Friends Life Group and Britannic
Group and Deputy Chairman of Resolution. He has been
aMNon-Executive Director of JF Morgan Cazenove Holdings,
(45 and the National Grid Group. He was also a member
of the Board of Trustees for the International Business
Leaders Forum.

Current external appointments include: Senior Independent
Director at Aviva; Chairman of Cass Business School's Strategy
and Development Board; the Governing Council of the Centre
for the Study of Financial Innovation; and the Board of
Trustees for Youth Business International.

2 Alison Reed

Senior Independent Non-Executive Director,
Chairman of the Board Audit Committee, Member
of the Board Risk Committee

Alison Reedis a Chartered Accountant with over 35 years’
commercial experience across retail and financial services.
She was Chief Financial Officer at Marks and Spencer plc

and Group Finance Director at Standard Life plc (including
Standard Life Assurance Company). She was a Non-Executive
Director at HSBC Bank plc for nine years.

Current external appointments include: Non-Executive
Director and Deputy Chairman of British Airways plc;
MNon-Executive Director and Chair of the Audit Committee
at Darty plc and DRS (Data and Research Services) plc;
atrustee of Whizz Kidz, the working name of The Moverment
for Non-Mobile Children charity; and a member of the Board
of Advisers of Exeter University Business School.

3 Mary Phibbs

Independent Non-Executive Director, Chairman
of the Board Risk Committee, Member of the Board
Audit Committee

Mary Phibbs is a Chartered Accountant and a Fellow of the
ICAEW and CA ANZ with 30 years' experiencein international
financial services. Previously, she was a Non-Executive
Director of Friends Life Group plc. Northern Rock plc (during
its period of tempaorary public ownership), Stewart Title
Limited and the Charity Bank Limited. She has also been
Interim Group CRO for Allied Irish Banks, Deputy Group Chief
Credit Officer at Standard Chartered Bank and has held senior
positions at companies including ANZ, National Australia
Bank. Commonwealth Bank of Australia, KPMG and PwC.

Current external appointments include: Non-Executive
Director and Chairman of the Audit Committee of Novae
Group plc; Morgan Stanley International Limited; Morgan
Stanley and Co International ple; Morgan Stanley Bank
International Limited; Morgan Stanley Securities Limited;
and Mottingham Building Society. At Morgan Stanley
International Limited, Mary is Chairman of the Nomination
and Governance Committee and a member of the Risk
and Audit Committees.

4 Rupert Keeley
Independent Non-Executive Director, Chairman of
the Board Remuneration and Nomination Committee

Rupert Keeley has more than 30 years of banking and
payments experience and was formerly Visalnc.'s Group
Executive and President of the Asia Pacific and CEMEA regions
and a Section 16 Officer of the company. In his 11-year career
with Visa, he held a number of management roles including
President of Asia Pacific and Global Head of Strategy and
Corporate Development. Prior to joining Visain 1999, Rupert
held senior management positions with Standard Chartered
plc based in London, Singapore and the Middle East.

Current external appointments include: General Manager,
EMEA, for PayPal's businesses; a Senior Vice President of eBay
Inc.: and Chief Executive Officer of the PayPal Europe bank.

This example provides a detailed background and experience of the board along with their specific roles on the various

committees, as well as additional external appointments.

PwC « 8
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3. Financial review — position

Requirement

The financial review should cover risk management objectives and policies in the light of the principal financial
risks and uncertainties facing the company, including those relating to leverage, with links to appropriate detail
in the footnotes to the balance sheet and cash flow section of the financial statements.

To cover the financial review requirement the analysis has been split into two parts. The first looks at
information on the position of the entity at year end. The second looks at the financial risks identified (see
page 11).

Basic compliance

The review of financial position should include an explanation of the year end debt and capital structure of the
company and its funding requirements. This should be linked into the financial statements and notes through
appropriate cross referencing.

Good practice
Attributes of good practice include:

An analysis of the components of debt and the repayment schedule;

Discussion and quantification of debt covenants;

A discussion of gearing and leverage;

A reconciliation of the year end net debt position to the prior year (or to free cash flow);

Where non-GAAP measures (for example, net debt and free cash flow) are used to support the discussion
in the financial review these are appropriately reconciled to the financial statements; and

e  Proforma information, where appropriate, to enable meaningful comparatives to be provided (for example
where the portfolio company is a NewCo acquisition vehicle in its first years of reporting).

Prezzo — 3 January 2016

Finmancial structure

Strong financial capital management is an integral part of the strategy to achieve the Group's growth ambitions. The Group's
Treasury function is controlled on a day to day basis by senior management, operating within defined limits and guidelines
agreed by the Board and ensuring that there is sufficient liquidity lo meet all obligations as they become due.

As is common practice in many Private Equity backed transactions, a high proportion of the value of the business is funded
with debt. The Group has an extemnal syndicated bank loan of E130m and also has a £176.6m shareholder loan from TPG
Advisors VI-AIV, Inc. In addition, there is a £25m revalving facility which remained undrawn at the end of the pericd.

AL the end of the period the group had net debt of £284.6m including amounts owed to Group entities and overall gearing (net
debtfequity) was 25:1. Excluding the shareholder loan, the Group's net debt was £107.9m, resulling in a gearing ratio of 9.7:1.

Further information on the Group's capital structure is included in note 29 to the financial statements, including details of how
the Group manages risk in respect of capital, interest rates and liquidity. A debt maturity profile is also included within note 29.

The Company is the ullimate UK parent company in which the results of the Company and all its subsidiaries are
consolidated, has a share capital of £1.8m, formed of 1.8 million of ordinary £1 shares.

This example provides a good summary of the overall position of the group, particularly on gearing and leverage.

Good practice reporting by portfolio companies PwC 9
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Four Seasons Health Care — 31 December 2015
Financing arrangements
At 31 December 2015 the group’s long term liabilities comprised the following:

= Senior secured and senior notes
- Senior Secured Motes: £350m at a fixed interest rate of 8.75%, due to be repaid in 2019
- Senior Motes: £175m at a fixed interest rate of 12.25%, due to be repaid in 2020
= Tem loan
- Term loan: £40m at an interest rate of LIBOR + 6%, due to be repaid in December 2017

In addition, there was £358.0m owed to related undertakings within the wider Four Seasons Health Care group of
companies, accruing interest at 15% on a compounding basis.

The purpose of these financial instruments is to finance the group’s operations. It is, and was throughout the year under
review, the group’s policy that no trading in financial instruments shall be undertaken. The group has borrowed
predominantly at fixed interest rates to avoid exposure to interest rate fluctuations.

Liquidity and capital resources

The group maintains cash to fund the day-to-day requirements of the business, which display limited seasonality and are
relatively constant throughout the year, subject to intra-month peaks and troughs related to the timing of fee receipts
compared to purchase ledger, payroll and rent payment cycles. At the year end the group had £55.1m of unrestricted
cash on its balance sheet. The directors recognise that the current funding structure of the group may not be appropriate
for the long term needs of the business and in October 2015 advisors were appointed to conduct a review of the group’s
current financing arrangements. Options are now being explored for, and on behalf of, a parent undertaking (FSHC
Group Holdings Limited) with regard to a financing solution for the group (see note 1).

This example describes the components of debt at the year end, the timing of repayments and plans to refinance.

Affinity Water — 31 March 2016

The following chart shows the maturity profile of the bonds at 31 March 2016:

£m
300 —
£250m £250m
(Class A) (Class A)
250 —
£190m
200 — (Class A)
150 —
L £80m £10m (Class B)
100 (Class A)
£95m
Class B]
so ( )
e =g R
SSE‘.E‘.E‘»E‘.E‘.S oooooooooooooooooooo 335§.333333
RRRRRAESS S SRRRRASVRKRR
. Class A Conventional Debt Class A RPI Linked Debt . Class B RPI Linked Debt

The credit ratings for our bonds assigned by the rating agencies, Moody's and Standard & Poors are:

Bonds Moody’s Standard & Poors
Class A A3 A-

Class B Baa3 BBB

Corporate family rating Baal Not applicable

This example provides the maturity profile of the bonds for the group.

PwC e 10 Good practice reporting by portfolio companies
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4. Financial review — financial

risks

Requirement

The financial review should cover risk management objectives and policies in the light of the principal financial
risks and uncertainties facing the company, including those relating to leverage, with links to appropriate detail
in the notes to the balance sheet and the cash flow section in the financial statements.

To cover the financial review requirement the analysis has been split into two parts. The first looks at
information on the position of the entity at year end (see page 9). This second section looks at the financial
risks identified.

Basic compliance
The review of financial position requirements should include the following:

e  Discussion in the financial statements of the overall risk management objectives and policies of the
company; and
e  Discussion of the risk management policies relating to the company's leverage.

Good practice
Attributes of good practice include:

e  More detailed discussion in the financial statements of the overall risk management objectives and
policies;

e Discussion focused on the key financial risks identified (see page 15 for principal risks), for example
liquidity and cash flow, credit, interest rate, and how the risk management policies address these risks;

e  Quantitative information to support the discussion on risks; and

e  Disclosure of the likelihood and impact of these risks and clear linkage to how they are managed and
monitored.

Travelodge — 31 December 2015

Interest rate risk: The group finances its operations through borrowings. The group borrows at fixed and floating rates, The group manages its interest risk
through a periodic review of interest rates. The interest rates are reviewed against the forward interest rates curve.

Interest rate sensitivity: The sensitivity analyses below have been determined based on the exposure to interest rates at the reporting date and the
stipulated change taking place at the beginning of the financial year and held constant throughout the reporting year.

At 31 December 2015, if interest rates had been 25 basis points higher or lower with all other variables held constant, the group’s net profit and cash
interest payment would be unaffected, due to the minimum cash pay interest rate being set at the greater of LIBOR and 1.00% in the year ended 31
December 2015.

This example articulates the interest risk associated with borrowings and how this risk is managed.

Good practice reporting by portfolio companies PwCe 11
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Premium Credit — 31 December 2015

This note explains the Group’s exposure to financial risks and how these risks could affect the
Group’s future financial performance. Through its normal operations, the Group is exposed to a
number of risks, the most significant of which are credit risk, liquidity risk, and market risk. Current
year profit and loss information has been included where relevant to add further context.

Risk Exposure arising on Measurement Management

Credit risk Loans and advances to Aged analysis Credit checks
customers, Cash and cash | Credit ratings Credit limits
equivalents Loan loss reviews

Market risk — interest rate | Long-term borrowing at Sensitivity analysis Interest rate swaps
variable rates

Liquidity risk Debt securities in issue Rolling cashflow Availability of revolving

forecasts sterling facilities

Market risk — FX rate Financial assets and Cashflow forecast Concentration limits on
liabilities not Sensitivity analysis loans and advances in
denominated in pounds Euro and US Dollars
sterling

b) Market risk — interest rate

Exposure to interest rate risk arises from the Group funding its acfivities via a securitisation facility on
which the rate of interest paid is variable. Interest rate swaps are executed to mitigate interest rate
exposures where interest payments are variable and hence vulnerable to interest rate movements.

The Group’s exposure interest rates risk is managed by the Asset and Liability Committee and
governed by the Group’s treasury policies. The Group seeks to limit the net exposure to changes in
interest rates. Exposure has been mitigated by issuing fixed rate debt and by the use of derivative
financial instruments such as interest rate swaps. Further information on these financial instruments
may be found in note 14.

A 1% adverse movement in the interest rate on borrowing would have reduced Group’s profit before
taxation by £6.0 million (2014: £6.0 million).

This example shows the summary of the financial risk, exposure measurement and mitigations provided as well as an
example of the detailed discussion included within the annual report.
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5. Balanced and comprehensive
analysis of development and
performance during the year
and position at the year end

Requirement

The strategic report must contain a balanced and comprehensive analysis of development and performance of
the company’s business during the year and position at the year end. The purpose of this is to inform the

members of the company and help them assess how the directors have performed their duty.

Basic compliance

In order to provide sufficient insight into a company’s development and performance during the year and its
position at the end of the year, this should be a fair reflection of the performance and provide appropriate

context to the discussion such as the market environment in which the company operates.

Good practice
Attributes of good practice include:

e Discussion aligned to the strategic priorities, development and performance;
e  Explanation of the performance in the wider market context; and

e  Discussion at an appropriate divisional level to demonstrate how different parts of the business

are performing.

The Vita Group — 31 December 2015

Review of operations

The Vita Group. a world-class producer of cellular polymers. was founded in 1949: today it operates as VCF
out of 13 countries. principally in Europe. supplying a range of foams and liquid compounds for industrial
applications including automotive, construction and packaging. and serves a range of markets from
transportation to furniture & bedding.

VCF prides itself on working with its customers to provide innovative, quality products. Our expertise spans
flexible polyurethane foam found in comfort products, liquid compounds used in transport and a wide range of
industrial applications. Its aim is simple - to be the best in all the markets it operates in.

During 2015 VCF benefited from strong growth, most markedly in the UK and Eastern Europe. although the
pace of growth slowed a little in the final quarter. European foam demand remained robust in comfort markets
(furniture & bedding). The businesses in Hungary and Romania. together with their satellite conversion sites in
Croatia. Bulgaria and Serbia. benefited from market growth due to more furniture & bedding manufacturers
migrating to lower cost countries. from demand driven both by export and domestic requirements, and from
strategic initiatives to expand the converted product offering. including the Adormo mattress range. Poland
continued to see growth in demand during 2015 from customers supplying major retailers and the business
gained new ‘project’ related business. Vita Baltic had another vear of record production in 2015 with strong
demand from customers supplying Scandinavian and Western European markets, despite experiencing some
impact from the continued effect of the Russian economic decline. a country where VCF’s businesses have
minimal direct exposure. In the UK, VCF’s largest and most diverse business unit had another strong year. with
the UK comfort business continuing its record of volume growth. In 2015 the Revo range was launched for
furniture & bedding. this range offers enhanced breathability compared with traditional visco elastic
polyurethane foams. This benefit, coupled with the bedding market’s continuing trend away from springs and
towards foam for mattress construction, fuelled strong volumes throughout the year.

This example is part of a detailed performance review of operations by geographic division.

Good practice reporting by portfolio companies
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New Day — 31 December 2015

Focus on improving service and delivering

our Manifesto

Our Marifesto underpins everything we do. After its
successful introduction in 2014, we have continued
to embed its values throughout the organisation,

as reflected in the customer-led initiatives that
were delivered in 2015:

« we adopted the Net Promoter Score (NPS),
which is now part of every customer service
call. Our NPS score of +60 demonstrates our
favourable service levels when benchmarked
against leading competitors:

« we launched a new online servicing site inthe
Co-brand business and will be launching the new
site for the Mear-prime business in early 2016,
where customers can access up-to-date account
information and manage alerts and settings;

« we completed an in-depth review of our default
fee charges to ensure we continue to treat our
customers fairly; we further promoted our alerts
service to customers who are approaching their
credit hmits and payment dates;

« we introduced agua gold for existing customers,
many of whorm will receive this product enhancement
alongside a lower APR as part of our commitment to
rewarding customers for their loyalty; and

« we changed our customer contact numbers
to '03 numbers to ensure customers do not
hawve to pay premium rate charges to talk to us.

Increasing number of new customers

We welcomed arecord 1.0 million new customers
throughout 2015. aqua acquired 277,000 new
accounts, up from 234,0001n 2014, and the re-launch
of marbles in May was well receved, generating 64,000
new accounts. In the Co-brand business, our four
retail partners generated 685,000 new accounts,
primarily through their network of over 2,500 stores.

Asreceivables grow and develop, we continue to
focus on ensuring our operating capabilities keep
pace. This focus has delivered a number of operating
initiatives in 2015.

We heavily invested in our digital origination and servicing
capabilities, whichwill enable us to reach more customers,
and also improved the apphication expenence. We expect
this to support our continued growth plans in 2016 and
enhance the customer experience.

Monthly credit card spend

£225 million

In addition, we continued to collaborate with our
Co-brand partners, strengthening and extending
anumber of key relationships during 2015, We expanded
our credit range providing customers with access to
instant credit to finance purchases online and introduced
arange of Buy Mow Pay Later and other interest free
offerings. We are looking to add more partnersin
2016, and would expect increased scale to bring
further profit growth.

Robust credit management

Gross receivables ended the year at £1,470.6m
(2014: £1,302.8m), driven by growth across all

of our open portfolios (businesses acquinng new
customers), partially offset by the expected decline
in closed books (no longer open to new customers
with assets in run-off).

The open book growth was underpinned by the
customer acqguisitions noted above and higher
spend levels by consumers on the back of a further
rise inconsumer confidence, together with the
maturing of our low-and-grow credit line strategies.

Whilst we are keen to continue our growth trajectory,
credit quality is central to cur business and responsible
lending is our focus. Although impairment increased
at the Group level to 8.7% (2014: 6.0%) this was mainly
aresult of the Group's strategy to grow the Mear-
prime book, which has a higher average impairment
rate. The increase s therefore driven by achange in
receivables mix and is within the Group's risk appetite.

Most importantly, charge-offs in both the Near-prime
and Co-brand businesses continued to decline,
reflecting the quality of our underwriting.

This example shows a discussion of the performance in different areas of the group, aligned to the group’s strategic

priorities.
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|
6. Principal risks and

uncertainties facing the

company

Requirement

The strategic report must contain a description of the principal risks and uncertainties facing the company.

Basic compliance

To comply with this requirement, the strategic report should contain an explicit identification of the principal
risks and uncertainties facing the company. The definition of ‘principal’ may be unique to a business and the
number identified will be dependent on a business size and complexity, however in order to be meaningful long
lists of boiler-plate risks should be avoided.

Good practice
Attributes of good practice include:

e  C(Clear alignment between strategy and risks;

e  Explanation of how each risk is managed; and

e  Assessment of the risk profile — the likelihood versus the impact of each risk — and an explanation of how
the profile has changed during the year.

Affinity Water — 31 March 2016

We have an established framework for
identifying, evaluating and managing
the key risks we face.

Akey aim is to foster a culture in which teams throughout
the business manage risks as part of their management of
day-to-day operations. Operational risks are recorded and
assessed, including existing management and control
processes, and an action plan is prepared, if necessary,

for further mitigation. Activities against these plans are
monitored on an on-going basis. Operational risks are also
ranked by our teams during the year. Based on these
rankings the most significant risks are discussed by our
senior management and included in the strategic risk
register, which is presented to the Board and the

Key:

Audit Committee. The latter reviews senior management's
work on risk management and reports to the Board on the
effectiveness of risk management processes (refer to

page 48 for further information on the responsibilities of
the Board and the Audit Committee in relation to risk
management and internal control).

The following have been identified from our risk
management process as potentially having a material
adverse effect on our business, financial condition, results of
operations and reputation. They are managed as described
but are not always wholly within our control and may still
result in a material adverse impact. Factors other than those
listed could also have a material adverse effect on our
business activities.

{} Unchanged during the year A Increased during the year v Decreased during the year

# Risks included in the sensitivity stress testing for the viability statement (refer to page 42)
® Risk included in the scenario stress testing for the viability statement (refer to page 42)

Risk | Commentary ‘ Mitigation
Operational
Injuries and accidents to our Failing to manage this risk may | We seek to operate our business to the OHSAS18001

people and the public® result in disruption to
‘} operations, reputational
damage, criminal fines,
civildamages and
regulatory penalties.

safety standard and help our employees to take
personal responsibility for their own safety and the
safety of others.

We have been implementing a number of initiatives
aimed at significantly reducing our accident
frequency rate over AMP6. We have already seen a
reduction in lost time injuries in 2015/16 compared
to the previous year (refer to page 29 for further
information on our safety and health performance
in 2015/16).

This example demonstrates the nature of the risk, mitigations and assessment of the position since the prior year.

Good practice reporting by portfolio companies
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Prezzo — 3 January 2016

Principal risks and uncertainties

The Board of Directors (‘the Board®) has the principal responsibility for identifying the principal risks which the business faces
and for developing appropriate policies to manage those risks.

The following are judged to be the principal risks affecting the Group's operations, but it should be noted that this is not an
exhaustive list and the Group has policies and procedures in place to address other areas of risk facing the business.

UK macro-economy and competition in the UK casual dining market

The strength of discretionary spend by the UK consumer has always been sensitive to shocks to or uncertainty
owver the UK economy. While our market positioning in the high quality and value for money segment of the market
provides us with a degree of insulation, we are mindful that competlition on the UK high street is increasing. We are
therefore determined to deliver quality and continucus improvement in everything we do, to ensure that we offer a
superior guest experience and our value proposition remains truly compelling.

Input cost pressures - both market and legislation driven

In a highly operationally geared business, there are almost always input cost pressures to be managed and it is

not always possible fo pass such costs on to consumers via menu price increases. The introduction of the UK - ,
Naticnal Living Wage from April 2016 is the latest in a series of legislative driven cost increases that we have been

facing. While we will seak to mitigate some of the incremental cost through increased focus on labour productivity

and supply chain efficiencies, this is also likely to lead to further menu price increases.

Employee recruitment and retention

The high levels of staff tumover seen in the UK hospitality industry give rise to higher costs of recruitment and
training and can also impact on service standards. As the UK employment market conlinues to tighten the
operational and cost challenges that this presents are likely to become even more acute. We regularly review our
employment policies and levels of compensation to ensure that we are competitive in the marketplace and we are
committed to providing high quality training and development programmes for all levels of staff in all areas of the
business.

Quality control and health & safety

We have a legal obligation to ensure that guests and staff are safe when they wisit or work al our premises.
Serving hot and cold food, we must maintain the highest standards and hygiene in our kitchens at all times. The
wellbeing and safely of our guests and staff is one of cur highest priorities. We have a comprehansive system of
policies and procedures o ensure compliance with all relevant legislation and best practice and a dedicated Health
and Safety manager who reviews the performance of each branch as they are subjected to regular audits to
ensure that the highest standards are maintained.

This example provides a discussion for individual risks identified by the group that are specific to its operations.

Infinis — 31 March 2016

RISK DESCRIPTION MITIGATION/COMMENTS

LOSS OR EXPIRY OF LANDOWNER »
LEASES OR LICENCES

To date we have a 100% success rate for lease and licence
renewals sourced by Infinis.

We have an effective monitoring process for tracking lease
and licence obligations and expiries to enable lease and
licence compliance and close engagement with landowners
on renewals.

COMPLIANCE WITH REGULATIONS »
AND CORPORATE LEGISLATION

We have dedicated compliance teams to monitor and
ensure compliance with environmental obligations and
permits and health and safety requirements. We also have
an experienced commercial team responsible for ensuring
2Ima slation is  compliance with aj able law and regulations relevant to
instrumental in continuin on. our commercial ac

vities.
Policies and procedures are aligned to compliance
Cur  staff are continually trained in

requirement new regulations and legislative changes,
including ongoing refresher training in key areas such as
health and safety to encourage a compliance culture
throughout the organisation.

The Group ceased to be subject to certain regulations
including the Listing Rules of the Financial Conduct
Authority upon the delisting of Infinis Energy plc on 18
December 2015.

This example shows the risks identified, mitigations and risk assessment compared to the prior year.
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7. Key performance indicators —

Jfinancial

Requirement

The strategic report must, to the extent necessary for an understanding of the development, performance or
position of the company’s business, include analysis using financial key performance indicators. ‘Key
performance indicators’ means factors by reference to which the development, performance or position of the
company’s business can be measured effectively.

Basic compliance

For ease of confirming compliance and effective communication we encourage companies to explicitly disclose
their KPIs and not leave it up to the readers to deduce what management consider to be ‘key’.

Good practice
Good practice reporting goes further than just identifying KPIs and also provides:

e  Aclear alignment of KPIs to the company's strategic priorities and remuneration policies so that their
relevance as a basis for management's assessment of strategic success is clear;

e  An explanation of why each KPI has been included — it should be clear why this would be considered key;

e A definition of how they have been calculated;

e  Quantified trend data; and

e  Targets or milestones, whether qualitative or quantitative.

Sky Bet — 30 June 2015

Group key performance indicators
We have identified a number of key performance indicators ('KPIs) measuring the financial and operational performance and
strength of the Group as a whole to users of the financial statements.

Overall revenues increased +36%, driven by +33% increase in average revenue per unigue (ARPUY) from new and existing customers. Good
growth in the number and quality of new depositors (+-0.5m) and solid existing customer retention in medium to higher value segments.

12 month performance to 30th June 2015 against these KPIs is:

i i Yeareandad 30th June Yearended 30th Jun=

Financial KPls 2015 2014 % changs

MNet revenue growth 36% 19% +16%
EBITDA margin 324% 31.6% +0.8%

Sky Betting revenue up Sky Betting revenue £m sky Gaming revenue up Sky Gaming revenue £m

0 FY2018 oo T
+53 A) Y20 +20% Froe )
FY2013 T Frzo13 [

. R S e

This example clearly articulates the year on year performance of each key performance indicator, analysing this at a
divisional level which is supported with further discussion in the annual report.
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New Day — 31 December 2015

Performance

Risk-adjusted margin
[RAM)

16.1%

1431
139

215 2014 2015

Irpairment rate

8.7%

549
6.0

2013 2014 2015

MHormalised cost-
to-inCome ratio’

43.3%

Llilel

4381

JULS 2014 ot h

Hormalised profit
before tax®

£70.8m

514
493

20135 A4

Definition

Risk-adusted income
itotal ncome less
impairment) (£212.6m)/
average gross
receivables (£1,521.9m)

Impairment (£114 9m)f
AVErage gross
recevables (£1,521.9m)

hMormaksed costs?
[servicing costs,
rvestment costs and
salameas, benefits and
overhesds) (£141.8mlf
total Income [£327.5m)

Risk-adjusted mcome
[EZ12.6m) - normalised
costs (E141.8m)

Explanation

RAM ncreased 1o 16.1%
(2014; 13.9%'). The
increase is prncipsly the
result of Mear-prime
groswth, with agua now
the Group's largest
portfolic 25 measured by
qrosEs recevahles.
Addiionsly, a significant
portion of the year-on
YEar ETprovement is
attnbutable 1o the
reducticn incost of funds
following the suocessful
secuntisstions of both
the Mear-prime and
Cio-brand segments.

The Growp's immpairment
rate increased to 8.7 %
[2014: 5.0%), principalby
driven by the change in
sagqrment mix, with
kear-prime significanthy
Increasing in size sgainst
an overall reduction in
Co-brand gross
recenables.

The Group's normalised
cost-to-Income? ratio
rniprosved significanthy
to 43 3% (2014: 50.0%).
The reduction reflects
substantial growthn
the Mezr-prime segment
with cost efficiencies
redlised as aresultof
nioressed scale along
with leveragng our
operating platform

and monetisng the
significant iInvestrnent

i ourinfrastructune

n 2014,

Mormalised PET?
incressed to £ 70.8m
[20704: £49.3m], largeky
duetothe £38.5m {22%)
Incrasse in nsk-adjusted
incorme, companed 1o
£170m (14%) Increase
innomaaksed costs?.

Thee Improverment o
rizk-adusted moome is
attributable to lower cost
offurds and growth in the
Mear-prime segment. The
growth inoosts was imited
1o 14% foliowing severd
infiatves to reduce our
core serioing costswhilst
continuing tomest n
arurmber of aress to
support future growth.

This example provides quantified financial measures with a clear definition of the measure and explanation as to

performance.
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8. Key performance indicators —
non-financial including
environmental matters and
employees

Requirement

The strategic report must, to the extent necessary for an understanding of the development, performance or
position of the company’s business, include, where appropriate, analysis using other key performance
indicators, including information relating to environmental matters and employee matters. ‘Key performance
indicators’ means factors by reference to which the development, performance or position of the company’s
business can be measured effectively.

Basic compliance

For ease of confirming compliance and effective communication we encourage companies to explicitly disclose
their non-financial KPIs and not leave it up to the readers to deduce what management consider ‘key’.

For instance many companies state that their employees, customers or suppliers are important to the ongoing
success of their business. In these circumstances there would be a reasonable expectation by the reader to see
employee, customer or supplier-based KPIs as a means to demonstrate performance. The relative importance of
certain KPIs will differ depending on the company’s industry.

Good practice
Good practice reporting goes further than just identifying KPIs and also provides:

e  Clear alignment of strategic priorities and non-financial KPIs;
e  An explanation of why each KPI has been included and a definition of how they have been calculated; and
e  Quantified trend data, targets and milestones, whether qualitative or quantitative.

Four Seasons Health Care — 31 December 2015

Average Weekly Fee

The Average Weekly Fee ("AWF") in 2015 in the Care Home Division ("CHD") increased by 3.6% to £626 from £604 in
2014. This was driven by an increase of 3.8% in Scotland from April 2015, albeit linked to a pay settlement, together
with private fee rate increases of up to 6% across the division. However the increase in English Local Authority fees,
blended across all regions, was between only 1.0% and 2.0% whilst the increase in Northern Ireland was only 2.0%.

Within The Huntercombe Group ("THG") the AWF in 2015 increased by 4.3% to £2,173 from the average of £2,083 in
2014, '

Occupancy

Average occupancy in 2015 for CHD was 85.7%, albeit with approximately 990 fewer beds as a result of closures and
disposals during the year. In 2015, average THG occupancy increased by 5.0 percentage points compared to 2014, to
80.5%, mainly as a result of 11 units closed/sold during 2015.

This example articulates specific non-performance measures that are relevant to the group’s industry with an explanation
compared to performance in the prior year.
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South Staffordshire Water — 31 March 2016

At our last price review we committed to produce a simple scorecard each year
showing our performance. This is intended to supplement the information we have
provided on each outcome in this report. This will be updated on an annual basis

Uit of Target
—mmmm

Meamn fone

Compiiance SO.OG70 Q9884 99970 10000 10000 10000 e
E:cellent
Acceptability
water quality B ErisEs P'E'tir:_l”"a"d 1563 196 143 1.73 123 1.23 e
customers
Interrupticns to Minutes and seconds
1000 014 1000 10200 1000 10:00
2 supply per property v’
Secure Assat health
and reliabile infras e Category Stable Stable Ztable stable stable  Stable v
supplies :‘"‘E:"’E"Tr:""' Categary Stable  Stable  Stable Stabla  Stable  Stable v
5' ,|E' "'I':E I.':I'_ZI_IE-'"'E Score 550 6.3 S0 500 200 oS00 e
3
Excellent c"’;"‘f’:"t:n 0% a8 =Ty 28 58 oa a8 o
customer
experience C“"m“r:g“ Days 200 2565 200 200 200 200 e

The example identifies performance against non-financial measures, showing the history of performance and whether
they were on target.

Travelodge — 31 December 2015

2015 2014 Growth
UK like-for-like KPIs:
Occupancy 76.6% 75.6% 1.0pts
Average room rate £50.19 £45.53 10.2%
RevPAR £38.44 - £34.42 11.7%
EBITDA! £105.1m £66.2m 58.8%
Operating profit® £62.9m £30.3m

(1} Earnings before interest, tax, depreciation, amortisation, exceptional items and IFRS rent charge
(2) Before exceptional items

UK like-for-like RevPAR was up 11.7% to £38.44, substantially outperforming the Smith Travel
Midscale and Economy Sector, which was up 7.2% for the same period,

Our UK hotel modernisation programme was completed on schedule. Customer feedback on the
new look and feel has been excellent and modernised hotels featuring the new look have an
average Trip Advisor score of 4 out of 5 stars. The investment we made in upgrading our
guestrooms, together with our 'That’s Travelodgical’ advertising campaign, led to UK like-for-like
occupancy rising 1.0 percentage point, to 76.6% (2014: 75.6%). UK like-for-like average room
rate, supported by effective yield management was up 10.2% to £50.19 (2014: £45.53).

Total revenues were up 13% to £560m, with strong growth in both London and the UK regions.
Significant further growth from business custorners remained one of the principal drivers of our
improved performance, with direct business sales up 45% aon the prior year.

This example provides quantitative measures on a track record basis, with a summarised discussion.
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9. Strategy

Requirement
The strategic report should clearly articulate how the business intends to achieve its objectives.

Basic compliance

The strategy should underpin the reporting and provide a context for the activities and performance of the
company. Strategic statements set in isolation from the rest of the company reporting can appear as hollow
statements of intent.

Good practice
Attributes of good practice include:

e A clear statement of the strategy and how this is used to underpin the remainder of the report; and
e A clear articulation of the company’s strategy to explain the strategic themes, targets, time frames and add
further clarity to the reporting.

Travelodge — 31 December 2015

Strategy

The group continues to pursue its strategic aim of becoming the favourite hotel for value, with a
clear focus on offering a great quality hotel stay at an attractive low price.

In this our 30th anniversary year, we delivered further improvements for our customers.
Investing in Quality
We continue to invest in improving the quality and consistency of our hotels:

Our £100m UK hotel modernisation programme was concluded on December 18. This marked the
culmination of a three year programme, in which almost 35,000 rooms were modernised with our
new more contemporary look and feel and the new Travelodge Dreamer® king-sized beds. Every
UK Travelodge hotel now offers a consistent quality room experience to our guests, updated for the
needs of modern travellers.

Supported by these upgraded quality levels and the great customer service provided by our team
members, our average Trip Advisor scores continue to strengthen. Our UK estate now averages
four out of five stars. We were pleased to receive 168 Trip Advisor certificates of excellence in
2015, more than double the number in 2014,

Strengthening the Brand and Direct Channels

We have continued to strengthen the appeal of our brand and our direct distribution channels,
which account for more than 85% of our sales.

Our ‘That’s Travelodgical’ advertising, launched in May 2015 has received tremendous customer
feedback, raising our brand awareness and heightening awareness of our upgraded rooms.

In April we launched our mobile app, which has now been downloaded by c. 200,000 customers
and has an average booking conversion rate almost twice that of our website as a whole.

These new initiatives contributed to web sales up 12% on prior year.

This example clearly sets out the strategic priorities of the business, with the progress against these outlined.
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Anglian Water — 31 March 2016

FAIR PROFITS

A financially
responsible,
efficlent business.
earning rair
profits

INVESTING
/I'f

OUTCOMES
' FOR CUSTOMERS
AND THE
ENVIRONMENT

CARING FOR
COMMUNITIES

‘working responsibly with
and for your community

Leading by example on i
reducing emissions and
conserving the world's
natural resources

A SMALLER

FOOTPRINT
tox nabure and

Tor everyone

FLOURTISHING
ENVIRONMENT

This example shows the 10 outcomes the group is trying to achieve through its strategy which is presented in a wider

detailed strategy section in the annual report.
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SATISFIED
CUSTOMERS

Ensuring that
customers are
wery satisfied
with thelr
sarvice

FAIR
CHARGES

Bilis balance falrness,
affordability and
valua for monay

SAFE,
CLEAN
WATER

Drinking water s
safe, clean and
acceptable

Our services cope
with the effect of

disruptive events, In

particular increasingly
severs weather events

RESILIENT
SERVICES

SUPPLY MEETS
DEMAND
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10. Business model

Requirement
The strategic report must include a description of the business model.

Basic compliance
The business model should as a minimum identify what the company does to create value and how they do it.

Good practice
Attributes of good practice include:

e  An explanation of how the business model builds on the strategy that is set out in the strategic report;

e  Gives reference to the key capabilities, resources and relationships the company uses to create and sustain
value; and

e Where businesses operate distinct business models with divisions, further disclosures may be required to
provide meaningful information that aids understanding of how a company operates.

Voyage Healthcare — 31 March 2016
Company Overview

We are the leading prowvider of care senices for adults with leaming disabilities and other related complex and challenging
support meeds across the UK, measured in terms of beds. We supported 2,870 people as at 31 March 2018, The wast
majonty of pecple we support have lifedong conditions and high acuty nesds, which have been assessed as either
“ertical” or “substantial” by Local Authorities and the MHS and therefore require on-going care senvices to help them look
after themsehres. Approximately 72% of the people we support have been in our care for more tham five years and certain
of the people we support have been im our care for more than 20 years, Approximately 38% of the people we support are
under 40 years of age, which contributes o a long average length of stay. The non-discretionary nature of such high
acuity. long-term conditions. combined with the lomg average length of stay, provides us with wisibility of expecied
occcupancy levels and provides a degree of resilisnce to govemment spending pressures.

Of the care we provide, 95% is paid for by Local Authorities and the NHS and, a5 at 31 March 2018, we generated
turnover from over 250 of these publicly-funded purchasers across the UK. Our long-standing relationships with Local
Authorties and the MHS are built on our strong reputation for providing quality services to the people we support. Our
“person centred” approach to care ensures that we deliver quality, bespoke care packages tailored to the complex, high
acuity care nesds of the people we support. We believe this approach provides us with a competitive advantage compared
o other care providers in the private sector, as evidenced by B1.5% of services inspected achieving a rafing of Good or
Outstanding following imspection. In Wales and Scotland, all of our senvices are ‘compliant’ with their respective inspection
regimes.

The typical person we support is between the ages of 18 and 65, has high dependency needs, alied medical nesds, is
highity likely to present challenging behaviour, may have difficulty communicating verbally andior may cause ham to
themsehes or a member of the public without appropriate care. With approamately 8,800 staff, we stive o meset each
indrvidual's reguirements and develop bespoke care packages tailored to their needs. Individual care plans are reviewead
and armended on a regular basis to address changing support needs and to enswre that we continue to provide a
personalised level of care that is appropnate for each indrvidual. Due to the high acuty care needs of the people we
support, we typically provide at least two support staff members for every three individuals. This level of support is
reflected in ouwr residential average weskly fee of £1. 47T per person for the year ended 31 March 2016,

At 31 March 20168, we provided care to 2,485 individuals through our residential division with a total capacity of 2,730
residential b=ds and supported a further 511 individuals throwgh our Outreach business. Under owr residential division,
care is provided either in care homes directly registered with the CQC or in communal settings generally provided by
registered sodal landlords with the domicliary care office registered with COC. Our residential division does not include
our Outreach services, in which care is generally provided to pecple in their own homes.

This example provides a summary of how the business delivers care across its areas of expertise and the resources needed
to achieve this.
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Affinity Water — 31 March 2016

Our business model

Owur vision | (
k“w.__h .

To be the UK’s leading community
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This example sets out the business model for the group and how value is delivered to its customers and other stakeholders.
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11. Trends and factors affecting

Juture development,
performance or position

Requirement

The strategic report must, to the extent necessary for an understanding of the development, performance or
position of the company’s business, include the main trends and factors likely to affect the future development,
performance and position of the company’s business.

Basic compliance

The strategic report should have a high-level forward-looking orientation explaining the trends and factors
likely to influence the business including market trends, future strategic priorities or investment in research
and development. This could be throughout the annual report or in a specifically headed section.

Good practice

Attributes of good practice include:

Discussion of drivers shaping the future growth of markets in which a company operates;

o  Reference to the macro-economic, competitive or regulatory trends and factors shaping the business and
identification of product pipeline and expected market size; and

e  Discussion of future trends and factors are supported by quantifiable evidence.

Infinis — 31 March 2016

The growth in renewable generation has been encouraged  Within the renewable sector, solar and wind-based
by UK Government policy which aims to gradually de- technologies (onshore and offshore) have seen the largest
carbonise the power generation sector whilst ensuring deployment at 60% followed by bioenergy (biomass,
affordability and security of supply. LFG and incineration) at 32%".

By 2020 the UK Government expects renewables to
account for over 20% of electricity generation, a critical
step reguired in meeting its 15% binding EU renewable
enargy targets?.

UK RENEWABLES AS A % OF TOTAL POWER GENERATION

23%» 30%

Renewable generation in the UK has grown quickly over the
past decade and is now dominated by large utilities®. Infinis
is the only mid-sized player in the UK top ten of largest
renewable generators thanks to our leading position in the
LFG sector and rapid capacity growth achieved in onshaore
wind over the past five years. The outlook for the onshore
wind sector is uncertain as this current government has
withdrawn support for future onshore wind programmes
under the RO regime and also under the replacement
contract for differences (CfD) regime.

This example uses external data to discuss the future market, providing good context for the discussion of the business.
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Four Seasons Health Care — 31 December 2015

Our business benefits from a number of competitive strengths, including:

Ll We operate in an industry with a growing potential client base and favourable industry trends

Increased life expectancy is resulting in a rapidly ageing profile of the population of the United Kingdom. According
to the UK Office for National Statistics, by 2046 the number of people aged 85 and over is projected to be more than
2.8 times larger than in 2015, reaching 4.5 million and accounting for 6% of the total population, and the population
aged 65 and over is expected to account for 25% of the total population, compared to 17% in 2015.

The industry has seen a significant shift to private-sector providers, which represented only 5% of the market in
1993, but ¢80% by September 2014. This trend is expected to continue as Local Authorities seek to reduce their
costs following recent central government cutbacks. We expect that these factors will underpin the long-term
sustainability of overall demand in our core markets and we believe that as the largest independent elderly care
operator in the United Kingdom we are well positioned to benefit from these dynamics.

This example highlights the trend in the market to outline the possibilities for the business.

South Staffordshire Water — 31 March 2016
The year ahead

As we progress through this five year regulatory cycle, much of our activity is mapped out.
Our primary business objective of consistently supplying excellent quality water to customers
as well as achieving our other performance commitments remains and we must focus on

ensuring that the predicted benefits of investing £480 million are fully realised.

We will continue to develop our systems, processes and organisational structures in
preparation for the non-household retail business opening up for competition in April 2017,
with significant change expected in a number of areas. This new era presents both risks and
opportunities for the business and we will continue to ensure we have identified and planned

accordingly for both.

With the recent publication of Ofwat"s Water 2020: Our Regulatory Approach for Water and

Wastewater Services in England and Wales® the direction of future regulation i1s becoming

clear. Whilst the full implications are yet to be fully evaluated, early indications are that the
broad abjectives align to the direction of travel within our business. Key components of this
are understanding our customers” needs, adapting to change in a positive way and ensuring
that we look after our resources and environment whilst continuing to provide excellent value

for money. We look forward to meeting these new challenges.

This example highlights the regulatory impact that shapes the operations of the group.
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12. Environmental matters

Requirement

The business review must, to the extent necessary for an understanding of the development, performance or
position of the company’s business, include information about environmental matters (including the impact of
the company’s business on the environment), including information about any policies of the company in
relation to those matters and the effectiveness of those policies.

Disclosures concerning greenhouse gas emissions are not a mandatory requirement under the Guidelines.
However where this information is available and is significant to the understanding of the portfolio company
and its operations, its inclusion could only improve the transparency and quality of reporting.

Basic compliance

Basic compliance includes a discussion of the environmental matters affecting the business, the policies in place
to address them, and the impact of these policies.

The type of disclosure required is, naturally, dependent on the nature of the business. For example it would be
expected that water companies would focus on discussions about the level of water wastage and food
manufactures would focus on reducing packaging, the levels of salt and hydrogenated fats in food.

Good practice

Attributes of good practice include:

e  Discussion of the specific actions taken to address the environmental matters identified, supported by
quantifiable evidence and specific targets where applicable;

e  C(Clear explanation, and alignment, of the specific environmental matters and strategy; and

e  Extracts from a company's Corporate and Social Responsibility Report often provide the most relevant
disclosure; this can be cross-referenced to avoid duplication.

South Staffordshire Water — 31 March 2016

1,076 » > [PEEEY,

water efficiency

Site of Spedcial Sdentific Interest ‘ free of cha rge
(555[) at Blithfield Reservoir to customers

Our targets
For the period 2015 to 2020 we hawve five regulatory targets designed to measzure how ervironmentally
sustainakble our activities are.

The first two relate to the volume of leakage within each region. Our targets for the period are 70.5 million litres
per day in the South 5taffs region and 13.5 million litres per day in the Cambridge region.

Owur third target is water efficiency. This is a measure that tells us how much water our customers are using on
average. The UK average is 150 litres per person per day® which we are already below. Cur target is to reduce
usage from around 131 litres per person per day in 201516 to 128 by 2020,

Owur fourth target tracks biodiversity activity, by measuring the amount of land area on which we have
implemented initiatives that improve or enhance biodiversity. Our target is 76 hectares of managed land for

biodiversity in 2015416 rising to 116 hectares by 2020,

Our final fifth target measures carbon emissions with the aim of 509 tonnes saving in 201516 rising to 5,210
tonnes by 2020,

This example summarises the specific actions taken by the business, with some useful metrics.
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Prezzo — 3 January 2016
Environment

The Board believes that it is important that Prezzo does its bit to protect the environment through sound and responsible
operating practices. To this end, we have recently embarked on projects to improve our performance in the following two
areas - )

(i) Waste disposal and recycling

We have recently appointed a new supplier and business partner to work with us to increase the proportion of our waste
which is appropriately segregated and recycled. A review of the level of recycling undertaken across the business will be
completed over the remainder of 2016 and our target is to enter 2017, with a much improved run rate of between 60% and
70% of our waste being recycled.

(ii) Energy usage reduction

Towards the end of 2015, we completed our first survey and report under the UK government's Energy Savings Opportunity
Scheme (ESOS) which has been introduced for businesses of a certain scale in arder to comply with Article 8 of the EU
Energy Efficiency Directive (2012/27/EU) and in an effort to help them focus on areas where energy usage reduction can be
achieved.

We have already invested in the installation of smart electricity meters across over 90% of our premises and we are now
looking at an opportunity to install smart metering to monitor gas usage. Through more effective use of automatic targeting
and monitoring (aM&T) techniques applied to the data that we are capturing from smart meters, we are targeting
meaningful reductions on the base energy usage that was recorded in the ESOS survey.

In addition, we are driving energy and other utility efficiencies in each of our new store openings by the installation of -

» Low energy lighting, using LED bulb technology;

+ Lights which switch-off automatically until reactivated by sensors in appropriate areas;

* Improved controls to ensure that heating and ventilation systems operate anly over appropriate hours; and
+ Controls over automated flushing to limit unnecessary water usage.

This example provides a good understanding of the activities of the group in relation to environmental matters.

Moto — 30 December 2015
ENVIRONMENTAL POLICY

Moto is committed to being an environmentally responsible group and aims to manage its activities in order 1o
minimise its impact on the environment. Moto has undertaken a number of key environmental initiatives to help
promote sustainable business practices which include:

Energy Management - Investrnent in energy-cfficient technology to reduce power comsumption. There are
operational procedures to reduce power consumption on heating and hot water, lighting and power.

Wasie Management — Moto continued iis aim to reduce the level of waste sent to landfill. In 2013 we have recycled
in excess of 520 tons of cardboard waste. We continued to mial diverting food waste from landfill into anaerobic
digestion and this will continue through 20146,

Used Cooking Oil — The used cooking oil that was collected by Moto during 2015 was recycled into around 261,000
litres of bio diesel (a 10.9% increase on 2004). This used cooking oil has been recycled to produce green bio diesel
which has created 524 metric tonnes of carbon benefit or the equivalent of 2,631 average family cars being removed
from the roads in 2013,

A detailed list of all environmental initiatives being undertaken by the company can be located on the Moto website.

This example provides good examples of how the business manages environmental concerns, and is supported further by
a Corporate and Social Responsibility Policy presented in a separate document.
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13. Employees

Requirement

The strategic report must, to the extent necessary for an understanding of the development, performance or
position of the company’s business, include information about the company’s employees including information
about any policies of the company in relation to those matters and the effectiveness of those policies.

Basic compliance

The Companies Act requires, for all companies with greater than 250 employees, the disclosure of the
company’s policy in respect of the employment of disabled persons, of the health, safety and welfare at work of
employees and of the involvement of employees in the management of the company. To comply with the
Guidelines, to the extent that employees are considered a critical resource of the business, disclosures should
also include a discussion of the management and development of employees, including recruitment, training
and development practices.

Good practice

Attributes of good practice include:

e  Alignment of strategy and employee policies and actions;

e  Detailed discussion of employee policies including benefits, share schemes and performance bonuses and
explanations of how these link to performance and development;

e  Policies around recruitment, training and development;
Quantifiable evidence of performance; and

e  Disclosure of targets, qualitative or quantitative, and discussion of performance against targets.

Infinis — 31 March 2016

EMPLOYEE TURNOVER (%)

201516 20415 201314

| R W Total 1 W Total

. M v oluntary 37 [l Volntary

O O O

SICKMESS ABSEMNCE RATE: Awverage working days lost per year and per employee

2015116 201415 201314 Thasa figures are substantialy
lowar than the private sactor
average of 6.6 working days lost
PEr aNnum per employes®

" Chartered Institute of Personnal and Deveiopmant

This example shows a high level of transparency in the discussion of employee management using metrics.
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National Car Parks — 25 March 2016
EMPLOYEES *
The Group's vision statement is "to be the first choice in parking’.
The Group and its siaff apply the following values:

Deliver what we say

Respec for evaryona

Integrity in everything we do
Views are valued

Energy and passion at all times

m =< — 300

The strateqy of the Group is communicated to &ll feam members when they join the Group and complete the induction course. An ongaing communicalion
process takes place by further updates on a weekly and monthly basis, which include information relating to the financial and economic factors that affect the
perfarmance of the Group. The Group values team engagement and the delivery of the strategy through team involvement. The activities that impact an our
teams are closely monitored to ensure that both the strategy and team engagement are aligned to keep the Group at the forefront of a competitive
markstplace. Regular staff surveys are camied out to monitor areas of success and development,

The Group has in place existing information and consultation agreements approved by employees through workplace ballots. In accordance with the
Caonzultation of Employees Regulations, the Group communicates with its employees and provides:

Information on:
»  the recent and probable development of the Group's activities and econamic situation,

Information and consultation on:
+  the sftuation, struclure and probable development of employment within the Group and, in particular, an the anficipatory measures envisaged where
there is a threat to employment; and

Information and consuliation with & view 1o reaching agreement on:
«  decisions likely to lead to substantial changes conceming work organisation or in contractual relations,

The Group is fully commitied to treating all job applicants and employees fairy and equally regardless of thair race, religion or belief, gander, sexuality, age or
disability. Furthermare, the Group befieves that it is crucially important to value and respect all employees s individuals and concentrale on personality and
individual strengths in order to gain from a diverse workforce,

The Group is commitied to employment policies which follow best practics, based on equal opportunities for all employees, imespective of sex, race, colour,
disability or manital status and offers appropriate training and career development for all staff. If members of staff become disabled the Group continues
employment wherever possible and undertakes the necessary adjustments to facilitate their ongaing employment.

This example provides a balanced discussion of the employee policies of the business.

Premium Credit — 31 December 2015

The Group is committed to atiracting, developing and retaiming the best talent in order to achieve ifs
strategic objectives. Key imitiatives include:

* An employee engagement programme focusing on frainng and development. This ncludes online
trammng for all staff on our new electrome leaming platform (Premimum Credit Academy);

* Strengthening recnutment to reflect the complexity of the business and mmclude a graduate
programme; and

* Investing in bwlding skills in important capabiliies eg teclmology, data amalytics, lean
management and cost analytics.

This example is the introduction to a wider section covering employees, covering equality, diversity and how success is
recognised.
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14. Social, community and

human rights issues

Requirement

The strategic report must, to the extent necessary for an understanding of the development, performance or
position of the company’s business, include information about social, community and human rights issues,
including information about any policies of the company in relation to those matters and the effectiveness of
those policies.

Basic compliance

Basic compliance includes a section of the annual report describing, at a high level, the social, community and
human rights issues affecting the business and the company’s policies to address them. A compliance led
statement is a minimum, identifying what the company does in these areas and confirming, if appropriate, that
human rights is not a material issue for the company.

Good practice
Attributes of good practice include:

e  Alignment of social, community and human rights issues to strategy;

e  Explanation of the actions taken to address the specific social, community and human rights issues for
example, local recruitment, investment in education and overseas employment policies;

e  Supply chain management monitoring to ensure social policies are consistent throughout, for example use
of labour and the wider impact on society in overseas locations; and

e  The discussion is supported by quantifiable evidence.

Extracts from a company’s Corporate and Social Responsibility Report often provide the most relevant
disclosure and can be cross-referenced to avoid duplication.

Anglian Water — 31 March 2016

Hiowever, the safety and well-being of ocur
employees and contractors is something we
take very seriously. You can read about how w
are performing on the following pages.

Keeping everyone healthy and safe

Whatewer the job, however urgent the deadline
we never compromise on health or safety. Our
approach is set cut in our health and safety
charter, which states:

Human rights

The Companies Act 2006 requires us, to the
extent necessary for an understanding of the

development, performance or position of the
Company's business, to include information
about human rights issues in this report.
Given the nature of our business and area of
operations, we do not believe it is necessary
to include such information.

= Mothing is so important that we cannot take
the time to do it safely

= We will never knowingly walk past an unsafe
or unhealthy act or condition

= We believe that work should have a positive
effect on health and well-being and that all
accidents or harm are preventable.

This example illustrates the consideration of the human rights element of the requirement and relevant policies.
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Affinity Water — 31 March 2016
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This example is part of a wider disclosure, summarising the group’s corporate and social responsibilities in line with the

strategy.
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15. Gender diversity information

Requirement

The strategic report must include a breakdown at the end of the financial year showing the number of people of
each sex who were directors the (parent) company, the number of people of each sex who were senior managers
of the company (other than those already identified as directors) and the number of people of each sex who
were employees of the company. The Guidelines allow the portfolio company to apply their own definition in
relation to the role of a senior manager.

Basic compliance

Basic compliance includes a section of the annual report describing, at a high level, the gender diversity under
the three required headings.

Good practice

Attributes of good practice include:

e  Clear overview of diversity statistics identifying the split at the three levels described;
e  Policies and actions to promote diversity and actions taken to avoid discrimination;

e  Detail about the relevance to the business of diversity and how this links in with the strategy; and
e  Explicit detail about the definition of a senior manager to the business.

PA Consulting — 31 December 2015

Diversity and inclusion

PA operates in many different countries and seeks to
people with different ic
of whom contribute in unique ways. Our willingness to thin
differently, develop bold r

ways is vital to our suc

promoting and remunerat
of their ability to contribute to PA’s objectives. We do this
xgard to sex, race, disability, religion, national

origin, ethnicity, sexual ori

The table below provides a breakdown of the gender of
jership team and empl

directors, senior le
at 31 December 20

el

Female

Company directors
Based ir

at 31 Dec

s, styles and skill sets, all

deas and work in innovative
NMe are committed to recruiting
ble solely on the basis

Senior leadership team
Of all the Partners and Function Heads at

2015

PA asat 31C

itation, age or marital status.

PA employees

Th 2

ees at PA as

We recognise that a diverse senior leadership team is good
for business, and remain committed to having a diverse
team in terms of gender as well as diversity of experience,
background, skills and knowledge. We recognise that we
still have work to do to improve the balance of gender
diversity, and it is our intention to improve it each year.

In 2015 we established a Diversity and Inclusion Working
Group tasked with improving diversity and inclusion at PA.
In the coming year we aim to create a diversity strategy to
support our growth ambitions, developing inclusivity

to drive innovation and help PA ‘make the difference’

to our clients.

This example includes both metrics and narrative regarding the diversity of the organisation at both a gender and age
level, across the whole population and senior leadership level.

Good practice reporting by portfolio companies

PwC e 33



Improving transparency and disclosure

Infinis — 31 March 2016

DIVERSITY - RAISING THE BAR

Our diversity policy is designed to ensure that we recruit,
develop and promote employees based on performance
regardless of race, gender, religion or belief, age, culture,
sexual orientation, disability or background.

As with many companies working in the engineering sector,
we face substantial challenges in attracting a diverse
workforce. We recognise this challenge and, while actively
looking to ensure we have the highest quality workforce, we
seek to do so irrespective of background. We give full and
fair consideration to all job applicants irrespective of
disability, marital status, gender, sexual orientation, race or
religion and belief. Opportunities for promotion and career
development are managed on a similarly meritocratic basis.

DIVERSITY

B Male i. Board of Directors

ili. Employees

Hl Female

T

ii. Senior Managers (other than above)

S iid IRt

Figures represant employes numbers at end of financial year 201516

DIVERSITY: Gender (%)
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This example is part of a comprehensive section that includes both metrics and narrative regarding the diversity of the
organisation at both a gender and age level, across the whole population and senior leadership level with history.
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Appendix

Guidelines for disclosure by portfolio companies and private equity firms

The requirements of the update Guidelines for the form and content of disclosure by portfolio companies within
their annual report and accounts are set out below:

1. Definition of a portfolio company to be covered by the Guidelines

A portfolio company is a UK company:

e  Acquired by one or more private equity firms in a public to private transaction where the market
capitalisation together with the premium for acquisition of control was in excess of £210 million and more
than 50% of revenues were generated in the UK or UK employees totalled in excess of 1,000 full-time
equivalents; or

e Acquired by one or more private equity firms in a secondary or other non-market transaction where
enterprise value at the time of the transaction is in excess of £350 million and more than 50% of revenues
were generated in the UK or UK employees totalled in excess of 1,000 full-time equivalents.

Private equity firms for the purposes of the Guidelines include private equity and ‘private equity-like’ firms
(together “PE firms”). PE firms include those that manage or advise funds that either own or control one or
more companies operating in the UK and the company or companies are covered by the enhanced reporting
guidelines for companies. PE firms include those that acquire portfolio companies: i) with funds provided by
one or more investors; ii) an exit/disposal of the company is envisaged and iii) may play an active management
role in the company. This would therefore include, but is not limited to, other types of investment funds
including infrastructure funds, pension funds, sovereign wealth funds and credit/debt funds. It also applies to
firms that may be headquartered outside of the UK. Banks and credit institutions, other than their asset
management operations, are specifically excluded.

A portfolio company of a PE firm or firms becomes a Walker company, subject to meeting the other criteria as
laid out in the Guidelines, when any one of the following criteria is met:

e Itis evident the PE firm holds a majority stake (>50% of the ordinary shares) in the underlying business;

e Ifa PE firm, in its own financial statements, discloses that it maintains control of the portfolio company;

e A PE firm has the ability to direct the financial and operating policies of a portfolio company with a view to
gaining economic benefits from its activities. Consideration shall include, but not be limited to:
management control; board seats; directors indicative of significant influence.

Where more than one PE firm invests in a portfolio company, those firms will be jointly responsible for
ensuring that the portfolio company applies the Guidelines.

The Group continues to review whether the transaction size criteria should be lowered to bring more portfolio
companies into scope. Further communication will be issued if new criteria become applicable.

2. Content of disclosure by a portfolio company

A portfolio company should include as part of its audited annual report and accounts the following disclosures,
none of which call for disclosures beyond those specified for quoted companies in the Companies Act 2006 or
other disclosure requirements applicable to quoted companies. Such reporting should throughout focus on
substance rather than form and on the economic reality of a company or group rather than its legal structure.

The report should identify the PE fund or funds that own the company and the senior executives or advisers of
the PE firm in the UK who have oversight of the company on behalf of the fund or funds.

The report should give detail on the composition of the board, identifying separately executives of the company,
directors who are executives or representatives of the PE firm and directors brought in from the outside to add
relevant industry or other experience.

PwC e 36 Good practice reporting by portfolio companies



Improving transparency and disclosure

The financial review should cover risk management objectives and policies in the light of principal financial
risks and uncertainties facing the company, including those relating to leverage, with links to appropriate detail
in the footnotes to the balance sheet and cash flow section of the financial statements to explain the financial
position of the company and/or group.

The directors of a company must prepare a strategic report for each financial year of the company. The purpose
of the strategic report is to inform members of the company and help them assess how the directors have
performed their duty under section 172 (duty to promote the success of the company). The report should also
include a strategic report that substantially conforms to the provisions of Chapter 4A of Part 15 of the
Companies Act 2006 including sub-sections 7 and 8 of section 414C (which are ordinarily applicable only to
quoted companies):

e  The strategic report must contain— a) a fair review of the company’s business, and b) a description of the
principal risks and uncertainties facing the company.

e  The review required is a balanced and comprehensive analysis of— a) the development and performance of
the company’s business during the financial year, and b) the position of the company’s business at the end
of that year, consistent with the size and complexity of the business.

e  The review must include— a) analysis using financial key performance indicators, and b) where
appropriate, analysis using other key performance indicators, including information relating to
environmental matters and employee matters. The term ‘key performance indicators’ means factors by
reference to which the development, performance or position of the company’s business can be measured
effectively.

e 5414C(7) requires in the case of a quoted company and as adopted by the Guidelines the strategic report
must, to the extent necessary for an understanding of the development, performance or position of the
company’s business, include —

a) the main trends and factors likely to affect the future development, performance and position of the
company’s business, and

b) information about— i. environmental matters (including the impact of the company’s business on the
environment), ii. the company’s employees, and iii. social, community and human rights issues,
including information about any policies of the company in relation to those matters and the
effectiveness of those policies. If the report does not contain information of each kind mentioned in
paragraphs (b)(i), (ii) and (iii), it must state which of those kinds of information it does not contain.

e 5414C(8) requires in the case of a quoted company and as adopted by the Guidelines the strategic report
must include —

a) adescription of the company’s strategy,
b) adescription of the company’s business model,

¢) abreakdown showing at the end of the financial year— i. the number of persons of each sex who were
directors of the company; ii. the number of persons of each sex who were senior managers of the
company (other than persons falling within sub-paragraph (i)); and iii. the number of persons of each
sex who were employees of the company.

In subsection (8), ‘senior manager’ means a person who — a) has responsibility for planning, directing or
controlling the activities of the company, or a strategically significant part of the company, and b) is an
employee of the company.

In relation to a group strategic report a) the reference to the company in subsection (8)(c)(i) is to the
parent company; and b) the breakdown required by subsection (8)(c)(ii) must include the number of
persons of each sex who were the directors of the undertakings included in the consolidation.

3. Form and timing of public reporting by a portfolio company

The audited report and accounts should be readily accessible on the company website. The report and accounts
should be made available no more than six months after the company year end; and
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A summary mid-year update giving a brief account of major developments in the company (but not requiring
updated financial statements) to be placed on the website no more than three months after mid-year.

4. Conformity by a non-UK portfolio company or group

Where a portfolio company is applying the Guidelines in an audited annual report which is not covered by the
Companies Act 2006 it should look to ensure all the requirements are met in this annual report but does not
need to explicitly produce a separate strategic report.

5. Conformity with each of the Guidelines should be on a ‘comply or explain’

basis.

Where an explanation is given for ‘non-compliance’, this should discussed with other related relevant
disclosures called for under these Guidelines in the annual report and financial statements which should be on
the website of the PE firm or portfolio company.
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This publication has been prepared for general guidance on matters of interest only, and does not constitute professional
advice. You should not act upon the information contained in this publication without obtaining specific professional advice.
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