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Orbit Treasury Limited
Strategic report

The directors present their Strategic Report on Orbit Treasury Limited for the year ended 31 March 2017.
Review of the business

Orbit Treasury Limited was set-up in September 2007 as a wholly owned subsidiary of Orbit Group Limited (Orbit)
to provide cost-effective treasury management to the operating associations. Orbit Treasury Limited has loan
agreements in place with a number of banks, building societies and other financial institutions and draws down
funds to on-lend to those Orbit subsidiaries that have entered into an Intra-group loan agreement, which sets out
the basis of the relationship as well as how loans will be drawn and distributed and the basis of charging and
repayment.

Orbit Treasury Limited has access to all assets of these subsidiaries, which are not subject to fixed charges to
other lenders as all parties have entered into a cross guarantee structure. Loans drawn are secured on properties
charged to a security trustee.

Orbit Treasury Limited supports members of Orbit in our aim to make our organisation great by continuing to
provide a cost-effective treasury management service. Financial performance in the year was in line with plan.
The charge made to operating associations is set at a level sufficient to recover interest payable, commitment fees
and treasury operational costs, resulting in a breakeven position. The average interest rate based on a
consolidated group level for the housing sector from the 2016 Global Accounts published by the HCA for the year
ended March 2016 was 4.90%, 0.24% higher than Orbit Treasury's rate of 4.66%. If this benefit were to be
maintained in 2016-17, with average balances of £798 million, the saving in interest cost would amount to £1.9
million per annum.

Orbit continued to make strong progress in the implementation of its 2020 strategy and the delivery of 12,000 new
homes with a significant increase in development activity during the year. In support of this strategy, Orbit
Treasury Limited:

1. Continued negotiations with the remaining 2 funders for an increase in the Debt per Unit covenant from £35k to
£47.5k in order to increase funding capacity in support of the development programme. Legal completion of
these was June 2017

2. Broke the syndicate between Barclays and Nationwide into separate facilities as part of the negotiation relating
to the above.

Treasury policy

The Board recognises that its high degree of debt makes it important to regularly review its treasury policy. The
Treasury function operates within a framework of clearly defined Orbit board approved policies, procedures and
delegated authorities. The fundamental principle underlying the company’s approach is to treat treasury activities
as a means of controlling risk rather than for profit generation. For Orbit Treasury Limited this is reflected in a
value for money (VFM) approach to all activities undertaken in ways such as minimising loans drawn and cash
held at bank, and removing and reallocating excess loan security.

The following derivative transactions are currently included in the policy — interest rate swaps, forward rate
agreements, interest rate options and cap and collar transactions. In relation to derivatives, Orbit Treasury
Limited:

e Currently does not have any collar arrangements;
e Will not write any hedging transactions itself but will always transact derivatives from a counterparty; and
e May also use interest rate swaps combining options (e.g. extendible/callable/cancellable swaps).

The mark to market exposure on interest rate swaps is monitored at least weekly, and more frequently where
necessary in response to movements in market rates. Property is used as security against adverse movements in
the mark to market exposure and the consequent risk of cash calls. Treasury policy requires sufficient security at
any time to cover the risk of a 0.5% reduction in interest rates.

Further details of Orbit’s risk management framework can be found in Orbit Group Limited’s financial statements
which are published on the Orbit website www.orbit.org.uk.



Orbit Treasury Limited

Strategic report
Financial risk management

The company's operations expose it to a variety of financial risks. The Group has in place a risk management
programme that seeks to limit the adverse effects on the financial performance of the company and Group by
monitoring levels of debt finance and related finance costs. The key risks are as follows:

Interest rate risk

At 31 March 2017, 86% of the company's debt was fixed or hedged. There is no intention to repay any term debt
other than in accordance with the terms of each agreement. Orbit has £160m of variable debt funding, of which
£146m is held in OTL, which could be exposed to rises in LIBOR rates. If LIBOR was to increase by 0.50%, then
the impact would be additional interest costs of £0.7m to the statement of comprehensive income. Any such costs
can be recovered from the associations.

Liquidity risk
The company actively lends the full amount of the loans it has itself borrowed, thus the entity has assets to fully
offset its liabilities and interest receivable to offset its interest payable.

Credit risk

The liabilities to funders are secured by a legal charge over property assets owned by the associations with a
value in excess of total borrowings. The associations have entered into a guarantee with the company over future
interest payments and the property security. The carrying amount of the funding liabilities represents the
maximum value exposed to credit risk. At the end of the financial year the credit rating of A1 from Moody’s
remained in place.

Key Performance indicators (KPIs)

The performance of Orbit Treasury Limited is closely scrutinised by Orbit Group Limited, the parent company. In
addition, the Board receives a report each quarter comparing the actual position against internal and covenant
limits for a range of key indicators including liquidity, interest cover, debt per unit, swap mark to market exposure,
security and funding costs.

Orbit's KPIs are included in the operating and financial review statement in the Orbit Group Financial Statements.

Approved by the Board of Directors and signed by the order of the Board:

Richard Wright

Company Secretary

13 July 2017



Orbit Treasury Limited
Directors’ report

The directors present their annual report on the affairs of Orbit Treasury Limited (the company) and the audited
financial statements for the year ended 31 March 2017.

Results and dividends

The operating profit for the financial year was nil and for 2016 was an operating loss of £192k following the
adoption of FRS 102. The directors do not recommend payment of a dividend. (2016: nil).

Charitable donations
There were no donations in the year or in the year ended 31 March 2017 (2016: nil).
Directors

The directors who served during the year and up to the date of signing the financial statements are shown on
page 1. The directors benefit from a qualifying third party indemnity provision indemnifying them against legal
claims from third parties that has been in place throughout the financial year and up to and including the date the
financial statements are signed. The company is a wholly owned subsidiary of Orbit Group Limited.

Statement of directors’ responsibilities

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

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

e select suitable accounting policies and then apply them consistently;
make judgements and accounting estimates that are reasonable and prudent;
state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensure that the financial statements comply with the Companies Act 2006. They have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the company and to
prevent and detect fraud and other irregularities.

The directors are responsible for the maintenance and integrity of the corporate and financial information included
on the company’s website. Legislation in the UK governing the preparation and dissemination of financial
statements may differ from legislation in other jurisdictions.

Disclosure of information to auditors
Each of the persons who is a director at the date of approval of this report confirms that:

(1) so far as the director is aware, there is no relevant audit information of which the company’s auditors is
unaware; and

(2) each director has taken all the steps he/she ought to have taken as a director in order to make himself/herself
aware of any relevant audit information and to establish that the company’s auditors is aware of that
information.

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the Companies
Act 2006.

4



Orbit Treasury Limited

Directors’ report

Going concern

The financial statements are prepared on a going concern basis.

Orbit Treasury Ltd is the funding vehicle for Orbit Group. An intra group loan agreement has been entered into by
all of the operating associations which provide a commitment to Orbit Treasury to pay interest on intra group
loans. The group’s financial plan and cash flow forecasts demonstrate there are sufficient committed facilities to
meet forecast expenditure for the foreseeable future. The directors have concluded the going concern basis of
preparation is appropriate to enable the company to continue trading for at least one year from the date of signing
these financial statements.

Independent Auditor

KPMG LLP were appointed as the company’s auditor for the year ended 31 March 2017.

A resolution to re-appoint the auditors for external audit services will be proposed at the Orbit Group Limited
Annual General Meeting.

Approved by the board of directors and signed by the order of the board:

&_;w((

Richard Wright
Company Secretary

13 July 2017



Independent auditor’s report to the members of Orbit Treasury Limited
For the year ended 31 March 2017

We have audited the financial statements of Orbit Treasury Limited for the year ended 31 March 2017 set out on
pages 8 to 23. The financial reporting framework that has been applied in their preparation is applicable law and
UK Accounting Standards (UK Generally Accepted Accounting Practice), including FRS 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland.

This report is made solely to the company’s members, as a body, in accordance with chapter 3 of part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company’s members, as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditor

As explained more fully in the statement of directors’ responsibilities set out on page 4, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view. Our responsibility is to audit, and express an opinion on, the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland). Those standards require us to comply
with the Auditing Practices Board’s Ethical Standards for Auditors.

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements is provided on the Financial Reporting Council’s
website at www.frc.org.uk/auditscopeukprivate.

Opinion on financial statements
In our opinion the financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 March 2017 and of its loss for the year
then ended;

e have been properly prepared in accordance with UK Generally Accepted Accounting Practice; and

e have been prepared in accordance with the requirements of the Companies Act 2006.
Opinion on other matters prescribed by the Companies Act 2006

In our opinion the information given in the Strategic Report and the Directors’ Report for the financial year is
consistent with the financial statements.

Based solely on the work required to be undertaken in the course of the audit of the financial statements and from
reading the Strategic report and the Director’s report:

e we have not identified material misstatements in those reports; and

e in our opinion, those reports have been prepared in accordance with the Companies Act 2006.



Independent auditor’s report to the members of Orbit Treasury Limited
For the year ended 31 March 2017

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report
to you if, in our opinion:

e adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; or

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

e we have not received all the information and explanations we require for our audit.

Sarah Brown (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

One Snowhill

Snow Hill Queensway

Birmingham

B4 6GH 4 & M



Orbit Treasury Limited
Statement of comprehensive income

For the year ended 31 March 2017

Turnover
Cost of sales

Operating profit/(loss)
Interest receivable and similar income

Interest payable and similar charges
Movement in fair value of financial instruments

(Loss) before tax
Tax on profit/(loss) on ordinary activities

(Loss) for the financial year

Other comprehensive income
Change in fair value of hedged financial instrument

Total comprehensive income for the year

All activities derive from continuing operations.

Notes

w

12

2017 2016
£000 £000
36,585 38,759
(36,585) (38,951)

- (192)
(3,181) (2,979)
(2,448) (1,962)
(5,629) (5,133)

415 -
(5,214) (5,133)
(3,811) (6,487)
(9,025) (11,620)




Orbit Treasury Limited
Statement of financial position

For the year ended 31 March 2017

Debtors: amounts falling due after more than one year

Current assets
Debtors
Cash at bank and in hand

Creditors: amounts falling due within one year
Net current assets

Total assets less current liabilities
Creditors: amounts falling due after more than one year

Net liabilities

Capital and reserves
Called up share capital
Cash flow hedge reserve
Revenue reserves

Total shareholders’ funds deficit

Notes

2017 2016
£000 £000
761,958 761,253
33,374 30,772
695 2,401
34,069 33,173
(24,473) (15,122)
9,596 18,051
771,554 779,304
(897,190) (895,915)
(125,636) (116,611)
(65,919) (62,108)
(59,717) (54,503)
(125,636) (116,611)

The financial statements on pages 8 to 23 were approved by the Board of directors and signed on its behalf by:

\ |5

DaVid Young
Orbit Treasury Limited
Chair

13 July 2017

Company Registration Number 06264601



Orbit Treasury Limited
Statement of changes in equity

For the year ended 31 March 2017

Balance at 1 April 2016

Total comprehensive income for
the period

(Loss) for the year

Change in fair value

Balance at 31 March 2017

Called Up  Cash flow
share hedge Revenue
capital reserve reserve Total equity
£000 £000 £000 £000

- (62,108) (54,503) (116,611)
- - (5,214) (5,214)
- (3,811) - (3,811)
- (65,919) (59,717) (125,636)

10



Orbit Treasury Limited
Cash flow statement

For the year ended 31 March 2017

Cash flows from operating activities
(Loss)/profit for the year

Adjustments for:

Change to amortised loan and swap costs
(Increase)/decrease in trade and other debtors
(Decrease)/increase in trade and other creditors

Net cash from operating activities

Cash flows from financing activities
Cash outflow/(inflow) from increase in debt

Net cash flow from financing activities

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at 1 April

Cash and cash equivalents at 31 March

Note

15

15

2017 2016
£000 £000
- (192)
810 439
(2,891) (119,048)
(229) (1,735)
(2,310) (120,536)
604 121,580
604 121,580
(1,706) 1,044
2,401 1,357
695 2,401

11



Orbit Treasury Limited

Notes to the financial statements

For the year ended 31 March 2017

1.

Accounting policies

Basis of accounting
These financial statements were prepared in accordance with Financial Reporting Standard 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland (“FRS 102").

The presentation currency of these financial statements is sterling. All amounts in the financial statements have
been rounded to the nearest £1,000.

The principal accounting policies, which have been consistently applied unless otherwise stated throughout the
year, are set out below.

Orbit Treasury Ltd has taken the exemption of not to disclose related party transactions under FRS 102, and no
other exemptions have been taken.

Going concern
The financial statements are prepared on a going concern basis.

Orbit Treasury Ltd is the funding vehicle for Orbit Group. An intra group loan agreement has been entered into by
all of the operating associations which provide a commitment to Orbit Treasury to pay interest on intra group
loans. The group’s financial plan and cash flow forecasts demonstrate there are sufficient committed facilities to
meet forecast expenditure for the foreseeable future. The directors have concluded the going concern basis of
preparation is appropriate to enable the company to continue trading for at least one year from the date of signing
these financial statements.

Turnover
Turnover results from interest and other charges to members of Orbit to cover the cost of securing and managing
the loan portfolio.

Cost of sales
Costs of sales includes interest payable and similar charges on the bank and other loans on-lent to members of
the Orbit Group and administrative costs including legal costs, valuation fees, treasury staff and other costs.

Taxation
The charge for the year is based on profits arising on activities that are liable to tax. Taxable members of the
Group have adopted the accounting standard for deferred tax (FRS 102, section 29).

Deferred tax is provided in full, at the tax rates expected to apply to the period when the asset is realised or the
liability is settled, on any timing differences, although deferred tax assets are only recognised to the extent it is
regarded as more likely than not they will be recovered. Timing differences arising from the revaluation of fixed
assets are only recognised where there is a binding agreement to sell the revalued assets.

Deferred tax assets and liabilities are not discounted.

Interest-bearing borrowings classified as basic financial instruments

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to
initial recognition, interest-bearing borrowings are stated at amortised cost using the effective interest method,
less any impairment losses.

Loan classifications and subsequent valuations are the key areas of judgement applied in the financial
statements. Fixed rate and variable loans have been classified as basic instruments. Fixed rate loans are stated at
amortised cost using the effective interest rate method. Variable rate loans are disclosed at carrying value due to
the short term interest period.

Advice has been sought from external treasury advisors on fair value judgements and estimates.

12



Orbit Treasury Limited
Notes to the financial statements
For the year ended 31 March 2017

1. Accounting policies (continued)

Derivative financial instruments

Orbit uses derivative financial instruments to reduce exposure to interest rate movements. Orbit does not hold or
issue derivative financial instruments for speculative purposes. For an interest rate swap to be treated as a hedge
the instrument must be related to actual assets or liabilities or a probable commitment and must change the
nature of the interest rate by converting a fixed rate to a variable rate or vice versa. Interest differentials under
these swaps are recognised by adjusting net interest payable over the periods of the contracts.

Derivative financial instruments are recognised at fair value. The gain or loss on re-measurement to fair value is
recognised immediately in the statement of comprehensive income. However, where derivatives qualify for hedge
accounting, recognition of any resultant gain or loss depends on the nature of the item being hedged (see below).

Fair value hedges

Where a derivative financial instrument is designated as a hedge of the exposure to a fixed interest risk or foreign
exchange risk of a debt instrument measured at amortised cost or the commodity price risk in a firm commitment
or of a commodity held, all changes in the fair value of the derivative are recognised immediately in profit or loss.
The carrying value of the hedged item is adjusted by the change in fair value that is attributable to the risk being
hedged (and any gains or losses on re-measurement are recognised in the statement of comprehensive income.

If hedge accounting is discontinued and the hedged financial asset or liability has not been derecognised, any
adjustments to the carrying amount of the hedged item are amortised into the statement of comprehensive income
using the effective interest method over the remaining life of the hedged item.

Cash flow hedges

Where the hedged risk is the variable interest rate risk in a debt instrument measured at amortised cost; the
interest rate risk in a firm commitment or a highly probable forecast transaction, the company recognises the
effective part of any gain or loss on the derivative financial instrument in other comprehensive income (OCI). Any
ineffective portion of the hedge is recognised immediately in the statement of comprehensive income.

The hedging gain or loss recognised in OCI is reclassified to the statement of comprehensive income when the
hedged item is recognised in the statement of comprehensive income or when the hedging relationship ends.

Orbit Treasury Limited accounting policy for derivatives is to recognise in the statement of comprehensive income
gains and losses on hedges of revenues or operating payments only as they crystallise. Treasury policy states
clearly all transactions will be in sterling or hedged to sterling.

Movement in fair value of financial instruments

Hedge accounting

The principle of hedge accounting applies only to standalone swaps, which have to be fair valued at each period
end.

However, RPl swaps and swaps with cancellable options do not meet the criteria of hedging instruments
(S12.17C). The movement in fair value is therefore taken directly to the statement of comprehensive income.

For the remaining vanilla interest rate swaps an assessment must be made of the hedge effectiveness. The
MTM movement during the accounting period on each vanilla swap is analysed between effective and ineffective,
with the effective element posted to the cash flow hedge reserve and the ineffective element charged/credited to
the statement of comprehensive income.

13



Orbit Treasury Limited

Notes to the financial statements

For the year ended 31 March 2017

1.

Accounting policies (continued)
Debt instruments (loan portfolio)

External loans also need to be categorised either as basic or other. The basic approach results in a requirement
to report interest costs using the EIR (Effective Interest Rate) method. This necessitates modelling on a loan by
loan basis averaging (via an EIR calculation) all elements of income and expenditure relating to the loan (margin,
including future step ups, arrangement fees)

The EIR for fixed rate instruments will be calculated as the rate which exactly discounts the instrument’s future
cash flows to the carrying amount (section 11.15). Arrangement fee amortisation will be calculated separately
and netted off against the carrying value of the debt liability.

Due to the short term of our floating rate instruments the carrying amount will be set equal to the nominal loan
amount less unamortised fee.

14



Orbit Treasury Limited
Notes to the financial statements
For the year ended 31 March 2017

2. Other interest receivable and similar income

2017 2016
£000 £000

Net gain on financial liabilities measured at fair value through statement of

comprehensive income (excluding derivatives used in hedging relationships) - -

3. Interest payable and similar charges
2017 2016
£000 £000

Net loss on financial liabilities measured at fair value through statement of

comprehensive income (excluding derivatives used in hedging relationships) 3,181 2,979

4. Expenses and auditor’s remuneration
2017 2016
£000 £000

Included in the statement of comprehensive income are the following:

Change in fair value of derivatives through income and expenditure 2,448 1,962
2017 2016
£000 £000

Auditor’s remuneration:

Audit of these financial statements 16 15

5. Directors’ and executive officers’ emoluments

Payments to non executive directors are shown below except for those who have roles as directors of other Orbit
companies. Their payments are disclosed in the consolidated financial statements of Orbit Group Limited. The
executive directors are employed by the parent company, Orbit Group Limited, and their emoluments are disclosed
within the consolidated financial statements. The remuneration paid by the parent in respect of the executive directors’

services to Orbit Treasury Limited is shown below. No compensation was paid to directors for loss of office.

2017 2016
£000 £000
Aggregate emoluments paid to or received by directors who are not executive staff
members including salaries, honoraria and other benefits 10 14
Aggregate emoluments paid to or received by directors who are executive staff
members including salaries, honoraria and other benefits 52 62

15



Orbit Treasury Limited
Notes to the financial statements
For the year ended 31 March 2017

6. Debtors

Deferred tax asset (see note 12)
Amounts due from group undertakings

Total due after more than one year

Amounts due from group undertakings within one year
Other debtors

Total due in less than one year

7. Cash and cash equivalents/bank overdrafts

Cash at bank and in hand

8. Creditors: amounts falling due within one year

Bank loans and overdrafts
Amounts owed to group undertakings
Accruals and deferred income

Total

9. Creditors: amounts falling due after more than one year

Bank loans and overdrafts

Less: amortised loan/swap costs
Loan fair value adjustments

Other financial liabilities (see note 11)

2017 2016
£000 £000
415 -
761,543 761,253
761,958 761,253
33,349 30,772
25 -
33,374 30,772
2017 2016
£000 £000
695 2,401
2017 2016
£000 £000
18,780 9,200
71 88
5,622 5,834
24,473 15,122
2017 2016
£000 £000
779,620 788,400
(8,734) (9,348)
9,480 6,299
116,824 110,564
897,190 895,915

Bank loans are shown gross of loan arrangement fees of £3,229k (2016: £3,536k) and swap buy-out cancellation fees
of £5,505k (2016: £5,812k). Additional loan arrangement fees have been incurred in the year for new loans.

16



Orbit Treasury Limited
Notes to the financial statements
For the year ended 31 March 2017

10. Interest-bearing loans and borrowings

This note provides information about the contractual terms of the company’s interest-bearing loans and borrowings,
which are measured at amortised cost. All loans and borrowings are measured at amortised cost, including those that
have embedded derivative financial instruments attached to them whereby the embedded derivative is deemed to be
closely related to the host contract.

Debenture and secured bank loans are secured by way of a first fixed charge over housing properties and include an
asset cover test based on the ratio on the value of properties secured to the carrying value of the loan. Secured bank
loans include interest cover and gearing covenants each of which is tested on an annually against relevant disclosures
within the profit and loss and balance sheet of the financial statements.

2017 2016
£000 £000
Creditors falling due more than one year
Bank loans and overdrafts 779,620 788,400
Creditors falling within less than one year
Secured bank loans 18,780 9,200
798,400 797,600
The debt is repayable as follows:
2017 2016
£000 £000
In one year or less, on demand 18,780 9,200
Repayable by instalments:
More than one year but not more than two years 32,480 16,280
In more than two years but not more than five years 97,440 94,170
In more than five years 499,700 527,950
629,620 638,400
Repayable other than by instalments:
In more than two years but not more than five years 55,000 40,000
In more than five years 95,000 110,000
150,000 150,000
Net debt at 31 March 798,400 797,600

The bank loans are repaid in instalments at fixed and variable rates of interest. The final instalments fall to be repaid in
the period 2037 to 2038. Loans repayable other than by instalment have bullet repayments between 2020 and 2038.

17



Orbit Treasury Limited
Notes to the financial statements
For the year ended 31 March 2017

11. Other financial liabilities

2017 2016
£000 £000
Amounts falling due after more than one year
Financial liabilities held for trading (including all derivatives) 116,824 110,564
12. Deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following:
2017 2016
£000 £000
Assets Assets
As at 1 April - -
Movement relating to fair value losses through statement of comprehensive income (467) -
Tax release to statement of comprehensive income 52 -
Total (assets)/liabilities as at 31 March (415) -

The adoption of FRS 102 has resulted in certain costs relating to the third party borrowing being recognised using an
effective interest rate method rather than on a straight line basis as previously. As a result the difference between the
carrying values at 31 March 2015 using old GAAP accounting and the carrying values at that date as restated

applying FRS 102 have been brought into account as a taxable transitional adjustment, spread over a ten year period.

None of the borrowing which gave rise to the transitional adjustments was fully repaid by 31 March 2016 therefore
10% of the adjustments will be taxed each year starting with the period to 31 March 2016; a loss of £2,882,000

resulting in a deduction of £288,200 per year.

Deferred tax should be recognised in respect of the taxable transitional adjustments.

The deferred tax asset is calculated using the tax rate of 18% of the carrying value at 31 March 2016 (£2,593,800)
and spread over the remaining nine year period, resulting in £51,876 of future tax release per year to the statement of

comprehensive income

13. Capital and reserves

Other comprehensive income

Own share
reserve
£000

Cash flow
hedge
reserve
£000

2017
Statement of Total other
comprehensive comprehensive
income income
£000 £000

Other comprehensive Income -

Effective portion of changes in fair value of
cash flow hedges -

(3,811)

- (3,811)

Total other comprehensive
income :

(3,811)

- (3,811)




Orbit Treasury Limited
Notes to the financial statements

For the year ended 31 March 2017

2016
Cash flow Statement of

Total other

Own share hedge comprehensive comprehensive
reserve reserve income income
£000 £000 £000 £000
Other comprehensive Income - - - -
Effective portion of changes in fair value of
cash flow hedges - (6,487) - (6,487)
Total other comprehensive
income - (6,487) - (6,487)
2017 2016
No. £ No. £
Issued and fully paid shares of £1 each 2 2 2 2
14. Financial instruments
(a) Carrying amount of financial instruments
2017 2016
The carrying amounts of the financial assets and liabilities include: £000 £000
Liabilities measured at fair value through profit or loss 126,304 116,863
Liabilities measured at amortised cost 798,400 797,600
Loan commitments at amortised cost (8,734) (9,348)
915,970 905,115

(b) Hedge accounting

The following table indicates the periods in which the cash flows associated with cash flow hedging instruments
are expected to occur as required by FRS 102.29(a) for the cash flow hedge accounting models

2017
Carrying Expected 1 year or 1to<2 2to<5
amount cash flows less years years 5 years
£000 £000 £°000 £°000 £000 and over
Interest rate swaps:
Assets 44,810 1,107 1,424 6,561 35,718
Liabilities 65,919 (143,964) (10,359) (10,358) (30,188) (98,059)
65,919 (99,154) (9,252) (8,934) (23,627) (57,341)
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2016
Carrying Expected 1 year or 1to<2 2to<5
amount cash flows less years years 5 years
£000 £000 £000 £000 £000 and over
Interest rate swaps:
Assets 62,705 1,813 2,060 8,785 50,047
Liabilities 62,108 (154,381) (10,414) (10,359) (30,724) (102,884)
62,108 (91,676) (8,601) (8,299) (21,939) (52,837)

The following table indicates the periods in which the cash flows associated with cash flow hedging instruments

are expected to affect profit or loss:

2017
Carrying Expected 1 year or 1to<2 2to<5
amount cash flows less years years 5 years
£°000 £°000 £°000 £°000 £°000 and over
Interest rate swaps:
Assets 11,265 167 236 1,072 9,790
Liabilities 50,904 (35,980) (1,816) (1,818) (5,463) (26,883)
50,904 (24,715) (1,649) (1,582) (4,391) (17,093)
2016
Carrying Expected 1 year or 1to<2 2to<5
amount cash flows less years years 5 years
£°000 £°000 £°000 £°000 £°000 and over
Interest rate swaps:
Assets - 15,096 286 325 1,410 13,075
Liabilities 48,456 (37,806) (1,824) (1,818) (5,458) (28,706)
48,456 (22,710) (1,538) (1,493) (4,048) (15,631)

(c) Fair values

The fair values of all financial assets and financial liabilities by category together with their carrying amounts
shown in the statement of financial position are as follows:

Loan
Bond
Embedded swap

2017 2016
Carrying Fair Carrying Fair
amount Value amount Value
£°000 £°000 £°000 £°000
462,775 735,341 451,975 670,581
95,000 112,882 95,000 110,046
240,625 100,801 250,625 96,510
798,400 949,024 797,600 877,137
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Orbit Treasury Limited has thirty cash flow hedges. The hedge relationships of twenty five meets each condition for

hedge accounting, which are consistent with the entity's risk management objectives for undertaking hedges. The
remaining five cash flow hedges do not meet the conditions of hedge accounting due to having callable options in the

swap contract from the banks.

Orbit Treasury Limited considers that an economic relationship exists between the hedging instrument (interest rate

swap) and the hedged item (floating rate loan) in that the values of the hedged item and hedging instrument move in

opposite directions in response to movements in LIBOR, the hedged risk, over the life of the hedge.

The objective of the hedge is to mitigate the changes in the future cash flows stemming from the floating rate interest
payments related to the floating rate loan entered into by Orbit Treasury Limited.

In accordance with chapter 12 of FRS 102, hedge accounting has been applied to the following swap contracts.

Barclays £5m 4.96% 31 January 2020
Barclays £5m 5.06% 14 April 2023
Barclays £5m 4.24% 14 April 2023
Barclays £10m 4.7% 26 April 2025
Barclays £5m 4.43% 14 April 2028
Barclays £5m 4.28% 13 June 2025
Barclays £5m 3.78% 14 April 2030
Barclays £10m 4.665% 01 July 2034
Barclays £5m 4.085% 12 February 2037
Barclays £10m 4.238% 31 October 2031
Barclays £15m 4.0425% 15 April 2033
Lloyds £10m 4.81% 03 April 2028
Lloyds £5m 4.865% 12 November 2029
Lloyds £20m 3.955% 30 March 2037
Lloyds £10m 3.89% 30 November 2037
Lloyds £20m 2.735% 30 November 2031
Lloyds £30m 2.78% 28 November 2031
Lloyds £10m 4.24% 04 April 2022
Lloyds £10m 4.229% 31 October 2031
Lloyds £10m 4.761% 07 July 2038
Lloyds £10m 4.946% 07 July 2038
RBS £15m 2.0675% 13 May 2020

RBS £25m 2.4875% 13 May 2022
Dexia £9m 4.775% 01 April 2030

Dexia £10m 3.975% 30 March 2037

2017 2016
£000 £000
598 761
1,215 1,313
1,269 1,287
2,818 2,877
1,660 1,616
1,260 1,270
1,540 1,454
5,053 4,803
2,371 2,218
3,946 3,765
5,944 5,609
3,709 3,649
2,091 2,040
9,070 8,448
4,544 4,214
4,051 3,581
6,259 5,560
1,720 1,912
3,934 3,753
6,273 5,951
6,616 6,299
631 689
2,041 2,060
3,758 3,647
4,571 4,260
86,942 83,036
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The following swap contracts do not qualify for hedge accounting.

2017 2016

£000 £000

Dexia £5m 4.235% 30 April 2037 3,045 2,722
Lloyds £5m 4.235% 30 April 2037 2,733 2,722
Barclays £10m 4.125% 02 July 2033 4,272 4,164
Lloyds £12.5m 4.39% 31 August 2037 13,205 12,021
Dexia £10m 4.34% 07 July 2038 6,626 5,899
29,881 27,528

Total fair value of derivatives 116,823 110,564

The total movement in fair value of derivatives in the year was £6,259% (2016: £8,449k) of which £3,811k (2016:
£6,487k) were recognised in other comprehensive income representing the effective component of the swap with the
ineffective component of £96k deficit (2016: £404k surplus) representing the shortfall of the fair value of hedging
instruments over the change in the fair value of expected cash flows together with £2,352k (2016: £2,366k) fair value
movement of swap contracts that don't qualify for hedge accounting.

The hedged items have a variable interest rate risk associated with the LIBOR linked bank loan. The counterparty to
the swap and the credit risk associated is considered to be low.

Financial risk management

The company's operations expose it to a variety of financial risks. The Group has in place a risk management
programme that seeks to limit the adverse effects on the financial performance of the company and Group by
monitoring levels of debt finance and related finance costs. The key risks are as follows:

Interest rate risk

At 31 March 2017, 86% of the company's debt was fixed or hedged. There is no intention to repay any term debt other
than in accordance with the terms of each agreement. The Group has £160m of variable debt funding which could be
exposed to rises in LIBOR rates. If LIBOR was to increase by 0.50%, then the impact would be additional interest
costs of £0.7m to the statement of comprehensive income. Any such costs can be recovered from the associations.

Liquidity risk
The company actively lends the full amount of the loans it has itself borrowed, thus the entity has assets to fully offset
its liabilities and interest receivable to offset its interest payable.

Credit risk

The liabilities to funders are secured by a legal charge over property assets owned by the associations with a value in
excess of total borrowings. The associations have entered into a guarantee with the company over future interest
payments and the property security. The carrying amount of the funding liabilities represents the maximum value
exposed to credit risk. At the end of the financial year the credit rating of A1 from Moody’s remained in place.
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15. Reconciliation of net cash flow to movement in net debt

2017 2016
£000 £000
Cash (inflow)/outflow from increase in debt (800) (122,750)
Other cash changes 196 1,170
Movement in net funds in the year (604) (121,580)
(Decrease)/increase in cash in the year (1,706) 1,044
Cash movements (2,310) (120,536)
Other movements (810) (439)
Net debt at 1 April (785,851) (664,876)
Net debt at 31 March (788,971) (785,851)
16. Analysis of changes in net debt
2017
At 1 April Cash Other At 31 March
2016 flows changes 2017
£°000 £°000 £°000 £°000
Cash at bank and in hand 2,401 (1,706) - 695
Housing loans due within one year (9,200) - (9,580) (18,780)
Housing loans due after one year (788,400) (800) 9,580 (779,620)
Loan arrangement fees 9,348 196 (810) 8,734
(785,851) (2,310) (810) (788,971)
2016
At 1 April Cash Other At 31 March
2015 flows changes 2016
£°000 £°000 £°000 £°000
Cash at bank and in hand 1,357 1,044 - 2,401
Housing loans due within one year (9,200) - - (9,200)
Housing loans due after one year (665,650) (122,750) - (788,400)
Loan arrangement fees 8,617 1,170 (439) 9,348
(664,876) (120,536) (439) (785,851)

17. Related party transactions

Orbit Treasury Ltd is a wholly owned subsidiary of Orbit Group Limited. As permitted by FRS 102 para 33.1A (Related
Party Disclosures), the company has taken advantage of the exemption for wholly owned subsidiaries not to disclose
related party transactions with group entities. There were no other related party transactions disclosable under FRS8.

23



