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-  SAGA GROUP LIMITED
Directors' report

Directors: R M De Haan (Chairman)
T B Bull
A R Deacon
J A Goodsell
S M Howard
P Phiilipson

Secretary: R J Fraser
Registered Office:  The Saga Building, Enbrook Park, Folkestone, Kent, CT20 3SE
The directors submit their report together with the audited accounts for the year ended 31 January 2004,

Principal activity and review of business developments

The Group's principal activity consists of the provision of a wide range of services to people aged fifty and
over, including holidays, insurance, financial services, radio broadcasting and publishing.

The year under review has been an excellent one for the Group and the directors anticipate further progress
int the year to 31 January 2005.

Subsequent events and future developments

The directors anticipate that 2004/2005 will see a continuation of the Group's long term strategy of
developing its core businesses.

Results‘and dividends

The profit for the year before taxation amounts to £86,325,000. After taxation and dividends, an amount of

£9,757,000 has been transferred to reserves. Dividends paid on ordinary shares during the year amounted
to £52,000,000.

Directors
The directors of the company during the year ended 31 January 2004 were those listed above.

T B Bull and P Phillipson retire by rotation and, being eligible, offer themselves for re-election.




- SAGA GROUP LIMITED
Directors' report continued

Directors’ interests

R M De Haan is a director of the ultimate parent undertaking, Saga Limited, and his interests in shares is
set out in the accounts of that company. No other director has an interest in the shares of the company,
immediate parent undertaking, or the ultimate parent undertaking.

It 1s the company’s policy to maintain indemnity insurance for directors and officers.

Donations

During the year the Group made payments to various charitable and non-profit making organisations
totalling £1,030,000. This included £748,000 of donations and £34,000 of payments in kind to UK
charitable organisations and further payments of £248,000 to sponsor charitable and other non-profit
making organisations and events. No political donations were made.

Employee involvement

During the year the Group has maintained the practice of keeping employees informed about current

activities and progress by various methods including a regular staff newsletter. Employee participation
and involvement is encouraged.

Employment of disabled persons

It is the policy of the Group to develop a working environment and to offer terms and conditions of service
to provide disabled persons, with the appropriate skills and qualifications, equal opportunities to seek and
maintain employment with the Group. We shall retain in employment, whenever practicable, employees
who become disabled and in line with our general Group policy we shall give all such employees equal

consideration for training and career development to enable them to fulfil their promotion potential within
the Group.

Auditors

Ernst & Young LLP have expressed their willingness to continue in office as auditors and a resolution
proposing their reappointment will be submitted at the Annual General Meeting.




SAGA GROUP LIMITED
Directors' report continued

Statement of directors' responsibilities

The Directors are required by law to prepare financial statements for each financial year which give a true

and fair view of the state of affairs of the Company and of the Group and of the profit of the Group for the
year,

The Directors confirm that the accounting policies are appropriate to the Group's business and have been
applied consistently. In preparing the accounts for the year, the Directors have made reasonable and
prudent judgements, have ensured that applicable accounting standards have been followed, and confirm
that 1t 1s appropriate to prepare the accounts on a going concern basis.

The Directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the group and to enable them to ensure that the financial
statements comply with the Companies Act 1985. They are also responsible for safeguarding the assets of

the group and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.

By order of the Board

The Saga Building | .
Enbrook Park 7

Folkestone ' R J Fraser
Kent Secretary
CT20 3SE 22 April 2004




SAGA GROUP LIMITED

Consolidated profit and loss account for the year ended 31 January 2004

Turnover

Continuing operations

Discontinued operations

Cost of sales

Gross profit

Administrative and marketing expenses
Exceptional item

Total administrative and marketing expenses

Other operating income

Operating profit
Continuing operations

Discontinued operations

Interest payable and similar charges

Profit on ordinary activities before taxation

Taxation

Profit on ordinary activities after taxation
Dividends

Retained profit for the year

Note

12

13

26

2004 2003
as restated
£2000 £000
382,734 336,744
142 4,93]
382,876 341,675
(177212)  (169,189)
205,664 172,486
(122,625)  (119,029)
(2,123) (2,100)
(124,748)  ~ (121,129)
6,050 5.243
87 612 56,697
(646) (97)
86,966 56,600
(641) (1,040)
86,325 55.560
(24,568) (15,203)
61,757 40,357
(52,000) (14,000)
9,757 26,357

Details of the restatement to the 2003 comparatives are set out in note 2 to the accounts.
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SAGA GROUP LIMITED
Year ended 31 January 2004
Consolidated statement of total recognised gains and losses
Note 2004 2003
as restated
£7000 £'000
Profit for the financial year ' 61,757 40,357
Exchange differences arising on the translation 26 264 708
of net assets of overseas subsidiary companies
62,021 41,065
Prior year adjustment ‘ 2 9,293 -
Total recognised gains and losses since last annual report 71,314 41,065
Reconciliation of movement in shareholders' funds
2004 - 2003
as restated |
£000 £000 |
Total recognised gains and losses relating to the year 62,021 41,065
Dividends 13 (52,000) (14,000)
Net movement in shareholders’ funds ‘ 10,021 27,065
Shareholders' funds brought forward (originally £53,006,000 62,299 35,234
before adding prior year adjustment of £9,293,000)
Shareholders' funds carried forward 72,320 62,299




SAGA GROUP LIMITED

Consolidated balance sheet as at 31 January 2004 -

Fixed assets

Tangible assets

Current assets

Stock

Debtors

Cash on deposit

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

Insurance technical provisions

Provisions for liabilities and charges

Capital and reserves

Called up share capital

Share premium account

Currency equalisation account
Profit and loss account

Total equity shareholders' funds

R M De Haan }
}  Directors
S M Howard }

22 April 2004

Note

14

16
17
18

1

el

20

23

24

25
26
26
26

S

2004 2003
as restated

£°000 £'000
81,206 64,063
878 1,362
102,546 84,328
183,074 139,805
11,456 8,273
297,954 233,768

(257,952} (219,300)
40,002 14,468
121,208 78,531

(23,504) (14,924)
(21,223) -

(4,161) (1,308)
72,320 62,299
3,617 3,617
24 84
1,177 913
67,442 57,685
72,320 62,299




SAGA GROUP LIMITED
Company balance sheet as at 31 January 2004

Fixed assets

Tangible assets
Investments in subsidiaries

Current assets

Stock

Debtors

Cash on deposit

Cash at bank and in hand

Creditors
- amounts falling due within one year

Net current Habilities

Total assets less current liabilities

Creditors
- amounts falling due after more than one year

Provisions for liabilities and charges

Capital and reserves
Called up share capital
Share premium account
Profit and loss account

Equity shareholders' funds

R M De Haan } W

} Directors
S M Howard }

22 April 2004

Note

14
15

16
17
18

19

20

24

25
26
26

2004 2003
£1000 £000
46,046 38,950
74,517 28,517
120,563 67,467
14 7
10,903 9,255
1,036 2,037

4 3
11,957 11,302
(92,353)  (36,234)
(80,396)  (24,932)
40,167 42,535
(9,032) (9,232)
_ (319)
31,135 32,984
3,617 3,617
84 84
27,434 29,283
31,135 32,984




SAGA GROUP LIMITED
Notes to the accounts

1

Accounting policies

Accounting convention

The accounts are prepared under the historical cost convention and in accordance with applicable
accounting standards.

Basis of consolidation
The consolidated accounts incorporate the accounts of the Company and each of its subsidiaries.

Turnover

Turnover from tour operations (passenger revenue) is recognised upon departure date with the
exception of cruises where passenger revenuc is recognised on a daily basis if the cruise ship is
operated by the group. Commuission income from third party insurers is recognised at the
commmencement of the period of risk. Additional commission from these insurers may be eamed
dependent upon the underwriting results of the business insured. This income is recognised when
the results of this business can be deterrmned reasonably.

Income received in advance relating to long term commercial agreements is recognised when the
group has performed its contractual obligations.

The policy for recognition of income relating to insurance premiums is described in note 1(n).
Income from other activities is recognised when the service is provided to the customer.

Tangible fixed assets

Tangible fixed assets are stated at cost less amounts written off. The cost of fixed assets less their

expected residual value is depreciated by equal instalments over their useful economic lives. These
lives are as follows:

Land and buildings
Land ‘ nil
Buildings 50 vears
Related fittings 3 -10 years
Leasehold properties over the period of the lease.
Cruise ships 10 - 13 years
Computers 3 years
Plant and other equipment 5-10 years

Costs relating to cruise-ship dry-dockings are capitalised and depreciated over the period up to the
next dry-dock.

Leased assets and hire purchase commitments

Assets held under finance lease and hire purchase arrangements are capitalised and depreciated
over their useful lives. The capital element of the related rental obligation is included in creditors.
The interest element of rental obligations is charged to the profit and loss account so as to produce

a constant periodic rate of charge. Rentals in respect of operating leases are charged to profit as
incurred.

Stocks
Stocks are valued at the lower of cost and net realisable value.

Advance receipts

All booking fees and balance payments for holidays with starting dates after the year end and
insurance premiums received which relate to insurance policies incepted after the year end, are
treated as receipts in advance at the balance sheet date and are separately disclosed within creditors.




SAGA GROUP LIMITED
Notes to the accounts continued

1 Accounting policies continued

h Deferred expenditure

Expenditure on holiday brochures, which relates to next year's trading 1s carried forward at the
balance sheet date and charged against profits in the following accounting year.

i Deferred taxation
Deferred tax 1s recognised in respect of all timing differences that have originated but not reversed
at the balance sheet date where transactions or events have occurred at that date that will result in
an obligation to pay more, or right to pay less or to receive more, tax. Deferred tax is measured on
a non-discounted basis at the tax rates that are expected to apply in the years in which timing
differences reverse, based on tax rates and laws enacted or substantively enacted at the balance
sheet date. Deferred tax assets are recognised only to the extent that the directors consider it is
more likely than not that there will be suitable taxable profits from which the underlying timing
differences can be deducted.

j Foreign currencies
Exchange differences arising in respect of revenue transactions for the year are included in the
profit and loss account. Assets and liabilities existing at the balance sheet date are translated at
year end rates except where covered by forward contracts where the contract rate is applied. The
accounts of overseas subsidiaries have been translated using the net investment method. Under the
net investment method the balance sheets have been translated at year end rates and the profit and

loss accounts at weighted average rates for the year. Resultant translation differences are taken to
reserves.

k Pension benefits
Annual contributions are made to the UK defined benefit pension scheme on the advice of actuaries
for funding of retirement benefits in order to build up reserves for participating employees during
the employee's working life to pay to the employee or dependent a pension after retirement. The
costs of providing these benefits are charged to the profit and loss account on a regular basis.
Overseas subsidiaries make provisions for pensions in accordance with local law and practice.

1 Government grants

Government grants received in respect of capital expenditure are released into the profit and loss
account in equal instalments over the expected useful life of the relevant assets.

m Derivative instruments

The group uses forward foreign currency contracts to manage its exposure to movements in foreign
exchange rates. The group considers its derivative instruments qualify for hedge accounting when
certain criteria are met.

The criteria for forward foreign currency contracts are:

»  The instrument must relate to a future foreign currency commitment;

* ]t must be denominated in the same currency as the hedged item; and

e It must reduce the risk of foreign currency exchange movements on the group’s operations.
The rates under such contracts are used to record the hedged item. As a result, gains and losses are
offset against the foreign exchange gains and losses on the related financial assets and liabilities, or

where the instrument is used to hedge a future transaction are not recognised until the transaction
occurs.




SAGA GROUP LIMITED
Notes to the accounts continued

1 Accounting policies continued

n Insurance business
Earned premiums relate to business incepted during the year less an allowance for cancellations,
excluding taxes and duties levied. These premiums are recognised as income over the period of the

policy on a time apportioned basis, having regard to the incidence of risk. The uneamed premium
reserve is calculated on a daily pro-rata basis.

Claims incurred include reported and unreported losses occurring during the year, related handling
costs and any adjustments to claims outstanding from previous years. Provision is made for any
deficiencies arising when unearned premiums are insufficient to meet expected claims and
expenses after taking into account future investment return.

Acquisition costs comprise those expenses relating to the conclusion of insurance contracts. Those
acquisition costs relating to the unexpired period of risk of contracts in force at the balance sheet
date are carried forward from one accounting period to the next. The bulk of these costs relate to

product-specific advertising expenditure and overheads relating to the underwriting and call centre
departments.

0 Insurance technical provisions
The provision for outstanding claims is set on an individual claim basis and is based on the
ultimate cost of all claims notified but not settled less amounts already paid by the balance sheet
date, together with a provision for related claims handling costs. The provision also includes the
estimated cost of claims incurred but not reported at the balance sheet date, which 1s set using

statistical methods. Claims estimates represent a point within a range of possible outcomes. Further
details of estimation techniques are given in note 23.

The amount of any anticipated reinsurance, salvage or subrogation recoveries are separately
1dentified and reported separately as assets.

Differences between the provisions at the balance sheet date and settlements and provisions in the

following year (known as ‘run off deviations’} are recognised in the profit and loss account for that
year.

p Cash flow statement

The directors have taken advantage of the exemption available under FRS 1 from the requirement
to prepare a cash flow statement as a consolidated cash flow statement has been presented in the
financial statements of the ultimate parent company, Saga Limited.

10




SAGA GROUP LIMITED
Notes to the accounts continued

2 Change of accounting policy
As a consequence of the guidance set out in the recently published amendment to FRS 5
‘Reporting the substance of transactions : Revenue recognition’, the group has changed its
accounting policy for income received in advance relating to long term commercial agreements.
Income received in advance relating to the group’s credit card product was formerly recognised
over the term of the contract but is now recognised in the profit and loss account to the extent that

the group has obtained the right to consideration in exchange for performance of its contractual
obligations.

The 2003 comparative consolidated balance sheet and profit and loss accounts have been restated to
reflect this change in policy. The impact has been to increase turnover by £665,000 and the
taxation charge by £199,000. Net assets at 31 January 2003 increase by £9,293,000 comprising a

reduction in deferred income of £13,275,000 and an increase in the current tax liability of
£3,982,000.

For 2004 the impact has been to reduce turnover by £1,472,000 and the taxation charge by
£442,000 resulting in a reduction in net assets at 31 January 2004 of £1,030,000.

3 Turnover
Turnover comprises sales to third parties, net of value added tax, commissions receivable from
insurers and eamed insurance premiums (gross of commisstons).

4 Segmental analysis
Tumover, operating profit and total assets are analysed by class of business and origin as follows:

2004 2003
as restated
Turnover £000 £000
By class of business:
Financial Services _ 165,051 124,968
Travel 199,727 194,984
Media & Business Services 17,956 16,792
Discontinued Operations 142 4,931
382,876 341,675
Operating profit
By class of business: '
Financial Services 81,124 51,275
Travel 9,577 7.447
Media & Business Services (3,089) (2,025)
Discontinued Operations (646) 97
Operating profit 86,966 56,600
Net assets
By class of business:
Financial Services 88,490 28,358
Travel 64,592 57,746
Media & Business Services 1,137 4,537
Discontinued Operations (4,087) (4,014)
150,132 86,627
Unallocated assets (77,812) (24,328)

Net assets 72,320 62,299

11




SAGA GROUP LIMITED
Notes to the accounts continued

4 Segmental analysis continued

All turnover arising from continuing operations originates in the UK. Turnover relating to
discontinued operations relates to the Group’s US operations. Turnover by destination is not
materially different from turnover by origin.

All continuing operations’ assets are located in the UK. Assets relating to discontinued operations
are located in the US. Unallocated net assets consist of head office tangible assets and head office

indebtedness to the rest of the group. Borrowings are allocated to the segment containing the
related operation or asset.

The directors have reviewed the definitions of segments used in these accounts and updated them to
reflect the structure of the business.

5 Gross Profit

The following analysis shows the elements of the group’s turnover and cost of sales that relate to
insurance underwriting activities. These underwriting activities cornmenced January 2004.

2004 2003
Turnover £7000 £000
Insurance activities - earned premiums 898 -
Other activities 381,978 341,675

382,876 341,675
Cost of sales

Insurance activities — claims incurred (646) -
Other activities (176,566)  (169,189)

(177212)  (169,189)
Gross profit 205,664 172,486

The amount disclosed for claims incurred does not include any material run off deviation.

6 Other operating income 2004 2003
£'000 £'000

Interest on deposits 5,635 5,232
Inter-company interest 356 -

Other interest receivable 59 11

6,050 5,243

12
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SAGA GROUP LIMITED
Notes to the accounts continued

7 Operating profit 2004 2003
Operating profit is stated after charging/(crediting): £'000 £'000
Depreciation of owned tangible fixed assets 8,050 5,343
Depreciation of leased tangible fixed assets 895 1,032
(zain on disposal of fixed assets (23) -
Deferred government grant release (72) (65)
Auditors' remuneration - for audit services 115 105

- for non-andit services 119 121
Property lease charges 1,599 650
Hire of plant and machinery 4,286 1,390
Exceptional item 2,123 2,100

The exceptional item relates to costs associated with a major one-off programme of remedial works
to one of the Group’s office buildings.

The components of operating profit split between continuing and discontinued operations are as

follows:
2004 2003
Continuing Dis- Total Continuing Dis- Total
continued continued
£000 £000 £°000 £000 £000 £7000
Costof sales  (177,264) 52 (177,212) (165,374) (3,815) (169,189)
Gross profit 205,470 194 205,664 171,370 1,116 172,486
Total
administrative :
and marketing (123,929) (819)  (124,748) (119,961) (1,168) (121,129}
expenses
Other
operating 6,071 (21) 6,050 5,288 (45) 5,243
income
8 Interest payable and similar charges 2004 2003
£'000 £'000
Loan interest 569 481
Finance lease and hire purchase interest 68 72
Inter-company interest - 467
Other interest payable 4 20
641 1,040

13




SAGA GROUP LIMITED
Notes to the accounts continuned

9

10

Directors’ emoluments

Emoluments
Pensions to former directors

Members of defined benefit pension scheme

The amounts paid in respect of the highest paid director were as follows:

Emoluments

Defined benefit pension scheme:
Accrued pension at end of year

Staff costs

Wages and salaries
Social security costs
Other pension costs

Average number of persons employed during the year was:

Financial Services

Travel

Media & Business Services
Discontinued Operations

14

2004 2003
£1000 £1000
2,720 1,889

- 6
27720 1,895
2004 2003

4 4
2004 2003
£2000 £1000
1,439 548
2004 2003
£2000 £'000

33 303
2004 2003
£2000 £'000

49,681 50,158
3,881 3,469
4,081 3,416

57,643 57,043
1,103 1,190
1,089 1,080

339 317

5 21
2,536 2,608




SAGA GROUP LIMITED
Notes to the accounts continued

11

Pension costs
The Group operates a pension scheme in the UK with defined benefit and defined contribution
sections.

In the past year contributions of £50,000 were paid to the UK defined contribution section of the
scheme.

In the past year contributions of £3,864,000 were paid to the defined benefit section of the scheme.
The Group contributed at a rate of 15% and Members contributed at the rate of 5% of pensionable
salary. Included in debtors is a pension contribution prepayment of £1,353,000 (2003 -
£1,520,000).

The Scheme’s Actuary has calculated that, based on latest financial information and on financial
assumptions adopted in the valuation as at 30 November 2003, the contribution rate will be
sufficient to make good the actuarial deficit over a period of approximately 10 years.

A full actuarial valuation was carried out as at 30 November 2003 and updated to 31 January 2004
by a qualified independent actuary based on membership data as at 30 November 2003,

The major assumptions used by the actuary in respect of the FRS17 valuation were:
At 31 Jan At 31 Jan At 31 Jan

2004 2003 2002
Rate of increase in salaries 4.8% 4.6% 4.6%
Rate of increase of pensions in payment 2.8% 2.4% 2.4%
Rate of increase of pensions in deferment 2.8% 2.4% 2.4%
Discount rate 5.5% 5.3% 5.6%
Inflation assumption 2.8% 2.4% 2.4%

The assets in the scheme and the expected rates of return were:

At 31 Jan 2004 At 31 Jan 2003 At 31 Jan 2002
Rate of Market Rate of Market Rate of Market
Return Value Return Value Return Value

Expected £°000 Expected £°000 Expected £°000

Equities 6.80% 32,960 6.40% 20,186 7.10% 22,234
Bonds 4.60% 3,962 4.40% 5,445 5.10% 4,449
Cash 3.40% 2,764 3.15% 691 4.00% 1,554
Total market value of assets 39,686 26,322 28,237
Actuarial value of liability (61,751) (57,323)

FRS17 deficit in the scheme (22,065) (31,001)

Related deferred tax asset 6,620 9,300

FRS17 Net pension liability (15,445) (21,701)

15




SAGA GROUP LIMITED
Notes to the accounts continued

11

Pension costs continued

Analysis of the amount that would have been charged to operating profit if FRS17 had been

adopted in full:-

Service cost
Past service cost
Total operating charge

Analysis of net return on pension scheme:-

Expected return on pension scheme assets
Interest on pension liabilities '
Net return

If FRS17 had been adopted in full the net return would have been charged as an expense in the

profit and loss account.

Analysis of the amount that would have been recognised in the Statement of Total Recognised

Gains and Losses (STRGL):-

Actual return less expected return on assets
Experience gains and losses on liabilities
Changes 1n assumptions

Actuarial gain/(Joss) recognised in STRGL

Movement in deficit during the year:-

Deficit in scheme at beginning of year
Movement in year:-

Current service cost

Contributions

Past service cost

Net return on assets/(interest cost)
Actuarial gain / (loss)

Deficit in scheme at end of year

Yearto 31 Yearto 31
January January
2004 2003
£000 £000
3,758 2,519
3,758 2,519
Yearto 31  Year to 31
January January
2004 2003
£°000 £000
1,695 2,010
(3,153) (2,631)
(1,458) (621)

Yearto31  Year to 31
January January
2004 2003
£000 £7000
16,874 (8,221)
2,800 (1,388)
246 (4,596)
9,926 (14,205)
Yearto 31  Year to 31
Japuary January
2004 2003
£000 £000
(31,001) (17,027)
(3.758) (2,519)
4,226 3,371
(1,458) (621)
9,926 (14,205)
{22,065) (31,001)

The FRS17 valuation at 31 January 2004 showed a decrease in the deficit before tax from

£31,001,000 to £22,065,000.

16




SAGA GROUP LIMITED
Notes to the accounts continued

11

Pension costs continued

History of experience gains and losses:-

Year to 31 Year to 31 Year to 31 Year to 31

January  January January  January
2004 2004 2003 2003
£000 Yo £7000 %
Difference between expected and
actual return on scheme assets:-
- Amount : 6,874 (8,221)
- Percentage of scheme assets 17% (31%)
Experience gains and losses on
scheme habilities:-
- Amount 2,806 (1,388)
- Percentage of scheme liabilities 5% (2%)
Total amount that would have been
recognised in STRGL:-
- Amount 9,926 (14,205}
- Percentage of scheme liabilities 16% (25%)

If FRS 17 had been adopted in full, the group’s net assets and profit and loss reserves would have

bheen as follows:

Year to31  Year to 31

January January

2004 2003

£000 £2000

Net assets excluding pension liability 303,663 277,979
Reversal of pension prepayment (1,353) (1,520)
Pension liability (15,445) (21,701)
Net assets including pension liability 286,865 254,758
Profit and loss reserve excluding pension liability 50,652 10,388
Reversal of pension prepayment (1,353) (1,520)
Pension liability (15,445) (21,701)
Profit and loss reserve including pension liability 33,854 (12,833)

Additional disclosures required under SSAP24 (Pension costs):-

In the UK an actuarial valuation of assets and liabilitics of the scheme is carried out triennially by
external professional actuaries to determine the financial position of the scheme and to enable the
Group to determine the contributions to be made to the scheme. The scheme's funds are held

independently of the Group's assets.

The most recent full valuation was conducted as at 30 November 2003 at which date the actuarial
valuation of the Scheme assets was £37.8m. This valuation was prepared using the projected unit
funding method and showed a deficit of £11.5m allowing for salaries projected to retirement or
earlier withdrawal. This is equivalent to a funding level of 77%. The main financial assumptions
used 1 the valuation were that the rate of return on investments is 7% per annum (pre-retirement)
and 5.5% per annum (post-retirement), the rate of salary growth is 4.75% per annum and the rate of

price inflation 1s 2.75% per annum.

17




LTSS

SAGA GROQUP LIMITED
Notes to the accounts continued

12

Tax on profit on ordinary activities

The charge based on the profit for the year comprises:

UK corporation tax @ 19% (2003 - 19.16%)

UK corporation tax @ 30%

Group Relief @ 30%

Current tax

Adjustments relating to prior years
Overseas taxes — prior years
Deferred tax ~ current year
Deferred tax — prior years

The tax credit relating to the exceptional item amounts to £637,000 (2003 - £630,000)

Reconciliation of Current Tax Charge:-

Pre-tax profits at 30%

Capital allowances in excess of depreciation

Permanent differences
Other timing differences
Tonnage tax adjustment

Unrelieved losses of overseas subsidiary

Other items

2004 2003
as restated
£000 £000
20 16
24,489 14,363
2,139 2,021
26,648 16,900
350 45
- (378)
(1,799) (1,194)
(631) (170)
24,568 15,203
2004 2003
as restated
£000 £000
25,897 16,668
(527) (15)
320 566
2,326 1,076
(1,503) (1,617)
167 29
(32) 193
26,648 16,900

The tonnage tax adjustment takes account of the fact that, for the group’s subsidiary, Saga Shipping
Company Limited, the basis of taxation is the tonnage of ships sailed rather than the profits eamed.

There are no circumstances foreseen that are expected to materially impact future tax charges.

Deferred tax in the balance sheet is made up as follows:

2004 2003 2004 2003
Group Group Company Company
£000 £'000 £'000 £000
Accelerated capital allowances (41) 67 (1,286) (957)
Short term timing differences 3,835 1,297 2,228 638
3,794 1,364 942 (319)
At start of period 1,364 - (319) (1,232)
Deferred tax credit in profit and loss 2,430 1,364 1,261 913
account
Deferred tax asset/(provision) 3,794 1,364 942 (319)

18




SAGA GROUP LIMITED
Notes to the accounts continued

13

14

Dividends 2004 2003
£000 £'000
Dividends paid on ordinary shares:
£2.8751 per share (2003: £0.77408 per share) 52,000 14,000
Tangible fixed assets
Group Short
Freehold Leasehold
Land & Land & Cruise Other
Buildings  Buildings Ships Assets Total
£'000 £'000 £'000 £000 £'000
Cost -
At 1 February 2003 38,083 5,389 31,733 23,991 99,196
Exchange Adjustments - - - (1) (11}
Additions 6,465 574 14,542 5,027 26,608
Disposals - - (2,727) (1,122) (3,849)
At 31 January 2004 44,548 5,963 43,548 27,885 121,944
Depreciation
At 1 February 2003 5,939 39 12,453 16,702 35,133
Exchange Adjustments - - - (11 (1)
Charge for year 1,071 391 4,530 2,953 8,945
Disposals - - (2,717) (612) (3,329)
At 31 January 2004 7,010 430 14,266 19,032 40,738
Net book amounts
At 31 January 2004 37,538 5,533 29,282 8,853 81,206
At 31 January 2003 32,144 5,350 19,280 7,289 64,063
Company
Cost
At 1 February 2003 38,082 4,704 - 14,618 57,404
Additions 6,465 584 - 2,372 9,421
At 31 January 2004 44,547 5,288 - 16,990 66,825
Depreciation
At 1 February 2003 5,938 - - 12,516 18,454
Charge for year 1,071 323 - 931 2,325
At 31 January 2004 7,009 323 - 13,447 20,779
Net book amounts
At 31 January 2004 37,538 4,965 - 3,543 46,046
At 31 January 2003 32,144 4,704 . 2,102 38,950
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SAGA GROUP LIMITED
Notes to the accounts continued

14 Tangible fixed assets continued

Included in land and buildings are amounts in respect of land, with an original cost of
£2,636,000, which have not been depreciated.

The net book amount of tangible fixed assets includes £2,072,000 (2003 - £2,341,000) for the

Group and £421,000 (2003 - £685,000) for the Company in respect of assets held under finance
leases and hire purchase contracts.

The Group had no expenditure contracted for but not provided in the financial statements in either
year.

15 Investment in subsidiaries

Subsidiary

Company Undertakings
£000

Cost
At 1 February 2003 33,290
Additions 46,280
At 31 January 2004 : 79,570
Provision
At 1 February 2003 4,773
Movement in year 280
At 31 January 2004 5,053
Net book amount
At 31 January 2004 74,517
Net book amount
At 1 February 2003 28,517

The main operating subsidiary undertakings of Saga Group Limited, all of which are wholly
owned, are listed below:

Counfry of Nature of
Company registration business
Saga Holidays Limited England Tour operating
Saga Shipping Company Limited England Cruising
Saga Cruises Limited England Cruising
Saga Services Limited England Financial services
Saga Insurance Company Limited Gibraltar Insurance underwriting
Saga Investment Direct Limited England Regulated investment products
Saga Publishing Limited England Publishing
MetroMail Limited England Mail processing
Saga Digital Radio Limited England Radio broadcasting
Saga Radio Limited England Radio broadcasting
Saga Regional Digital Radio Limited  England Radio broadcasting
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SAGA GROUP LIMITED
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16 Debtors

Trade debtors

Amount owed by group undertakings
Other debtors

Prepayments and deferred expenditure
Taxation recoverable

Deferred taxation

2004 2003 2004 2003
Group Group Company Company
£'000 £000 £'000 £000
78,660 64,858 17 304
- 4,226 6,500 6,500

5,410 2,651 1,365 731
14,499 10,658 2,079 1,720
183 571 - -
3,794 1,364 942 -
102,546 84,328 10,903 9,255

The amount owed to the Company by group undertakings is receivable after more than one year.

Included within prepayments are amounts paid in respect of pensions by the Group of
£1,186,000 (2003 - £1,353,000) and by the Company £930,000 (2003 - £1,063,000) which are
chargeable to profit and loss account after more than one year.

17 Cash on deposit
Deposits with financial institutions

Held in trust
Other

2004 2003 2004 2003
Group Group Company Company
£000 £'000 £'000 £000
70,485 68,020 1,036 2,037
112,589 71,785 - .
183,074 139,805 1,036 2,037

Monies received in respect of holiday packages sold by the group's UK tour operating business
from customers in advance of holiday departure dates, are paid directly into independently
controlled trusts. The monies remain in trust until the tour operating companies have fulfiiled their
obligations to the customer. (See also, the footnote to note 19). Monies held in trust also include
amounts relating to payments made into an Employee Benefit Trust.

Group deposits amounting to £4,000,000 have maturity dates in excess of one year. Although these
mvestments could be realised at short notice it is anticipated that they will be held until maturity.

18 Cash at bank and in hand

Held in trust (see note 17)
Other

2004 2003 2004 2003
Group Group Company Company
£000 £000 £'000 £'000
1,534 1,104 - -
9,922 7,169 4 3
11,456 8,273 4 3
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Creditors 2004 2003 2004 2003
as restated

- amounts falling due within one year Group Group  Company Company
£'000 £'000 £00 £000

Bank loans 3,473 2,667 - -
Bank overdraft 3,764 1,023 816 112
Leasing and hire purchase (note 21) 519 431 148 141
Advance receipts (see footnote below) 58,151 54,450 - -
Trade creditors 108,013 108,607 859 10
Due to group undertakings 23,111 - 77,545 22,758
Corporate taxation 17,795 12,978 500 500
Other taxation and social security 3,996 4,580 1,028 894
Deferred government grants 71 71 52 52
Other creditors 4,088 4,974 1,283 2,885
Accruals and deferred income 34,971 29,519 10,122 8,482
257,952 219,300 92,353 36,234

Of the amounts included in advance receipts £55,552,000 (2003 - £51,487,000) relates to advance
customer holiday payments which are held in trust, as explained in note 17.

Creditors
- amounts falling due after more than one year 2004 2003 2004 2003
as restated
Group Group Company Company
£'000 £'000 £000 £000
Bank loans 9,630 1,333 - -
Due to group undertakings 6,500 6,500 6,500 6,500
Deferred income 3,211 3,496 - -
Deferred government grants 2,413 2,485 2,300 2,352
Leasing and hire purchase (note 21) 1,750 1,110 232 380
23,504 14,924 9,032 9,232
The bank loans and loan notes fall due for repayment:
In one year or less 3,473 - - -
Between one and two years 2,140 1,333 - -
Between two and five years 6,420 - - -
After five years 1,070 - - -
13,103 1,333 - -

Interést rates on the bank loans are on a variable basis linked to LIBOR.

A bank holds a mortgage over the group’s cruise ships, as security against borrowings advanced to
Saga Shipping Company Limited in the amount of £13,103,000.
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Obligations under finance leases and hire purchase contracts

2004 2003 2004 2003

The capital amounts due under finance lease Group Group Company Company
and hire purchase obligations are: £'000 £'000 £'000 £0060
Within one year 519 431 148 141
Within two to five years 1,750 1,110 232 380

2,269 1,541 380 521

Lease commitments

The annual commitment under non-cancellable operating leases 1s as follows:

2004 2003 2004 2003
Group Group Company Company

Land and buildings £'000 £000 £'000 £'000

Leases expiring:
Within one year R4 - . .
Between two and five years 247 288 218 178
After five years 1,525 1,359 - 919 795
1,856 1,647 1,137 973

Plant and machinery

Leases expiring:
Within one year 3,216 142 126 142
Between two and five years 622 715 622 715
After five years - - - -

3,838 857 748 857

Insurance technical provisions

The ultimate cost of outstanding claims is estimated by using standard actuarial claims projection
techniques including the chain ladder and Bornhuetter-Ferguson methods. Such methods
extrapolate the development of paid and incurred claims, average costs per claim and ultimate
claim numbers for each accident year, based on the observed development of earlier years and
expected loss ratios. The main assumption underlying these techniques is that past claims
development experience can be used to project ultimate claims costs.

Judgement 1s used fo assess the extent to which past trends may not apply to the future, for example
to reflect public attitudes to claiming or levels of claim inflation. The approach adopted takes into
account, inter alia, the nature and materiality of the business and the type of data available. Case
estimates are generally set by skilled claims technicians applying their experience and knowledge
to the circumstances of individual claims. Additional qualitative input, such as allowance for one
off occurrences or changes in legislation, policy conditions or portfolio mix, is used in arriving at
the estimated uitimate cost of claims, in order that it represents the most likely outcome, from a
range of possible outcomes, taking account of all the uncertainties involved.

Included within insurance technical provisions is an amount of unearned insurance premium
reserve of £20,130,000.

Provisions are calculated allowing for reinsurance recoveries and a separate asset is recorded for the
reinsurers’ share having regard to collectability.
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Provisions for liabilities and charges

Group

Balance at 1 February 2003
Charge for the year

Balance at 31 January 2004
Company

Balance at 1 February 2003
Charge/(credit) for the year

Balance at 31 January 2004

Other Deferred

Provisions Taxation Total
£'000 £000 £'000
1,308 - 1,308
2,853 - 2,853
4,161 - 4,161

Deferred
Taxation Total
£000 £'000
319 319
(319) (319)

The other provisions in the Group comprise property dilapidations, customer compensation and
insurance policies that lapse post year end. The latter item is reviewed and updated annually. The
other provisions are anticipated to be utilised in the coming year.

Called up share capital
2004 2003
Authorised £'000 £'000
27,000,000 ordinary shares at 20p each 5,400 5,400
Allotted and fully paid up
- 18,086,076 ordinary shares at 20p each 3,617 3,617
Reserves Currency Share Profit
Equalisation  Premium and Loss
Account Account Account  Total
Group : £000 £'000 £'000 £'000
At 1 February 2003 as previously stated 913 84 48,392 49,389
Prior year adjustment - - 9,293 9,293
At 1 February 2003 as restated 913 84 57,685 58,682
Retained profit for the year - - 9,757 9,757
Currency adjustments 264 - - 264
At 31 January 2004 1,177 84 67442 68,703

The cumulative amount of goodwill written off at 31 January 2004 is £271,000 (2003 - £271,000).

Company

At 1 February 2003
Retained loss for the year
At 31 January 2004

24

Share Profit
Premium and Loss

Account - Account  Total
£000 £'000 £'000
84 29,283 29,367
- (1,849) (1,849)
84 27,434 27518
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Contingent liabilities

At 31 January 2004 there were contingent liabilities under counter indemnities given, in the normal

course of business, to the Company's bankers in respect of financial bonds and other guarantees
amounting to £3,221,000 (2003 - £3,102,000).

The group has been notified of a legal claim relating to the use of the services of Tour Directors by
the group’s U.S. based tour business. The information required by FRS12 is not disclosed on the
grounds that to do so may prejudice seriously the outcome of litigation.

The company’s cruise subsidiary, Saga Shipping Company Limited, benefits from a lower tax
charge as a result of the Tonnage Tax regime. If the company were to opt out of Tonnage Tax, a
deferred tax liability of £1,250,000 (2003 - £1,717,000) would arise.

The company 1s a guarantor of the borrowings of the ultimate parent undertaking. As at 31 January
2004 the amount subject to guarantee was £70,000,000 (2003 - £75,000,000).

Related party transactions :

During the year Saga Holidays Limited used the services of David De Haan Tours Limited (a
company resident in New Zealand controlled by a relative of the director R M De Haan) as an
overseas handling agent. All arrangements were on an “arms-length basis" and amounts paid
during the year totalled £1,300,000 (2003 - £852,000) in respect of hotel and other direct costs
incurred in New Zealand on behalf of the group's tour operating businesses. In addition, a further
amount of £66,000 (2003 - £1,209,000) was owed to David De Haan Tours Limited as at 31
January 2004 in respect of such arrangements.

During the year, Saga Group Limited made donations to The Creative Foundation and the
Metropole Arts Centre Trust, charitable organisations of which R M De Haan is a director.
Charitable donations during the year to the Metropole Arts Centre Trust totalled £130,000 (2003 -
£138,550). Donations to the Creative Foundation during the year totalled £25,000 (2003 -
£100,000). In addition, as at 31 January 2004, there remained an outstanding interest free loan,

repayable on demand, made by Saga Group Limited to the Metropole Arts Centre Trust of £60,000
(2003 - £70,000).

Profit for the financial year
Of the profit for the financial year, a loss of £1,849,000 has been dealt with in the accounts of the

Company. The directors have taken advantage of the exemption given by the Companies Act 1985
Section 230 in not publishing separately a company profit and loss account.

Ultimate parent undertaking

The ultimate parent undertaking is Saga Limited, which is incorporated in England. The accounts
of the company have been included in the consolidated accounts of Saga Limited.
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF SAGA GROUP LIMITED

We have audited the company's and the group’s financial statements for the year ended 31 January 2004 which
comprise the Consolidated Profit and Loss Account, the Consolidated Balance Sheet, the Company Balance Sheet,
the Consolidated Statement of Total Recognised Gains and Losses, the Reconciliation of Movement in

Consolidated Shareholders’ Funds and the related notes 1 to 30. These financial statements have been prepared on
the basis of the accounting policies set out therein.

This report is made solely to the company's members, as a body, in accordance with Section 235 of the Companies
Act 1985. 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 auditors' 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 auditors

As described in the Statement of Directors' Responsibilities the company's directors are responsible for the

preparation of the financial statements in accordance with applicable United Kingdom law and accounting
standards.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements
and United Kingdom Auditing Standards.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985. We also report to you if, in our opinion, the Directors'
Report is not consistent with the financial statements, if the company has not kept proper accounting records, if we
have not received all the information and explanations we require for our audit, or if information specified by law
regarding directors' remuneration and transactions with the company and the group is not disclosed.

We read the Directors' Report and consider the implications for our report if we become aware of any apparent
misstatements within it.

Basis of audit opinion

We conducted our audit in accordance with United Kingdom Auditing Standards issued by the Auditing Practices
Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
financial statements. It also includes an assessment of the significant estimates and judgements made by the
directors in the preparation of the financial statements, and of whether the accounting policies are appropriate to the
company's and the group’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial statements
are free from material misstatement, whether caused by fraud or other irregularity or error. In forming our opinion
we also evaluated the overall adequacy of the presentation of information in the financial statements.

Opinion

In our opinion the financial statements give a true and fair view of the state of affairs of the company and of the

group as at 31 January 2004 and of the profit for the group for the year then ended and have been properly prepared
in accordance with the Companies Act 1985, /

AN
N oy LS
Ernst & Young LLP ’M l /7 J TN i)

Registered Auditor
London
28 May 2004
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