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RANKED

FIRST

2009 & 2010

Ability to Understand Clients’ Business Needs

Heath Lambert was
recognised again for

its ability to understand
clients’ needs

Insurer and Broker Service Survey 2010
StrategicRISK
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“Heath Lambert's holistic approach brought
together all the elements of Travelex's
business in their proposals. Heath Lambert's
articulate and enthusiastic presentation to
our selection panel addressed our objective
to engage with our broker as part of an
integrated approach to risk management.”

Peter Russell Group Treasurer
Travelex

Heath Lambert is one of the UK's
leading independent insurance
brokers and advisers. it listens to
clients, understands insurance
markets and tries harder,

Heath Lambert’'s CEO, Adrian
Colosso explains further:

The gfobal recession continued into 2009 and,
like all companies, it was necessary 10 make
tough decisions dunng that penod
Notwrthstanding this, the positive outcomes for
the Company are wisible, we have won and
retained our hugh profile client base by bulding
on our exceptional service, specialist expartise,
and excellent insurer relationships  Qur
approach in understanding clients' nsks,
designing and placing insurance programmes
aligned to chents’ key nsks and providing
exceptional senvice has borne frut  This has
led us to secure savngs for and delvered
benefits to our chients dunng this difficutt
trading penod and our retention rates still

remain at over 95% for many of our corparate
and commercial business areas This was a
major achigvement and testament to the long-
term relatlonships and trust our clients hold in
both the Heath L.ambert brand, but more
importantty, our people

Exceptional client service has always been our
mantra, and the all the hard work paid off in
2009 It was a year we will remembear for
awards and accolades Strategic Risk
magazine’s survey of the top nsk managers
named us number one for service and we
topped four further categones, this agan
reinforced our proposition of listening, going
the extra mile and then delivenng what our
clients require

The icing on the cake came In December 2009
when we picked up the Insurance Times
Commercial Lines Broker of the Year —a
tnumph for the whole Heath Lambert team and
endorserment of ther dilgence and
professionaltsm

Reshaping

At the end of the first quarter In 2009, we
ntegrated our core general retall Insurance
actwvities into one business, Heath Lambert
Retal This restructunng exercise meant we
could focus more effectively on our specialist
areas, “Specialist Desks" and our Regional
Offices, permitting us to penetrate more deepty
nto proftable sectors and achieve our vision of
being best of breed In our specialist sectors

Across the Company we have hired 165 new
recruts, with more to come in 2010 We are
refocusing and reshaping the team, investing in
skills and traning to both retain and attract
dynamic and talented individuals, dedicated to
developing and maxarmusing the best for Heath
Lambert and its clients
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“l personally have been associated with
Heath Lambert for 30 years. As a client over
this period of time, | have been constantly
re-educated, updated on new developments
and for many years now have looked after
marine and political risk insurance related
risks in a more professional manner.

Thank you Heath Lambert.”

Colin Bain Director

Andalusite Resources and Tantalite Resources

Business Wins

A number of outstanding victones has validated
the Company’s approach, Co-op, Care UK,
Travelex, Post Office Financial Services (POFS),
Fat Face, Trader Media, Skipton Building
Socety, TargetFollow to name but a fow Heath
Lambert places insurance on behalf of and
advises the major UK High Street retailers

Heath Lambert s now the leading provider of all
nsurances for the biggest infrastruciure projects
inthe UK and Europe This 1s demonstrated by
the Company’s achievernent in wanning the
insurance work in respect of the extenson o
the Forth Bndge, to sit alongside its current
clients of Crossral and Thames Tideway

Through its specialist emergency serices
affinrty broker, George Burrows, the Company
places insurance on behalf of 13 out of 43
Police Federations and we have invested in a
rabrand of this specialist area to be rolled out
2010 Thus will offer a fresh feel to reflact the
maodern and ever-changing environment In
which the emergency serices work

Wae reinvigorated our Public Sector Unit team,
won and retained major distnct councils
aganst all our man competitors, and took five
naw aceounts in the space of five weeks at the
end of 2009 The team’s efforts to create a
completely innovative approach to nsurance
buying made headliines in both the national and
trade press, by encouraging a consortiurm of
Southwaest distnct councils to work togeather
and maximise spend dunng this difficult
economic penod

The Company's Art, Jewellery and Private
Clent team launched a unique service,
Chnstie’s Insurance Services, in corunction
with the world-class auction house This was a
key development with our insurer partner
Chubb, which will give us global recognition
among tha most prestigious museums, gallenes
and fine art collectors  In addiion, we were
again proud to sponsor the Fneze Sculpture
Park in 2009 and we also supported the highly-
acclaimed The Real Van Gogh The Artist and
rus Letters exhibition at the Royal Academy

The Company also won the Care UK account
which s the country's leading independent health
and social care provider  The Company will now
focus on growing its healthcare business
(creating in 2010 a separate new specialist area
dedicated to the heatthcare business) to cater for
pnmary care senaces and NHS trusts

Our Personal Lines dmston will grow further in
2010, working on a sohd foundation of brand
names such as Admiral Group's

glephant ¢o uk and female-onented motor
insurer Diamond, Debsnhams online home
nsurance, plus chanties such as Diabetes UK
and The Stroke Association Wa plan to recrunt
a number o key executves to boost the affindy
business where we are building on an excellent
foundation This 15 further highlighted by our
launching a surte of small commercial ines
products for the SME sector va POFS, with
our insurer partner Fortis, in May 2009 and this
1S growing rapxdly across the national network
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RANKED

FIRST

2009 & 2010

Level of Risk Expertise

Risk managers again
rated Heath Lambert
as the top Risk Expert

Insurer and Broker Service Survey 2010
StrategicRISK
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Overall Service

For the second year,
Heath Lambert
topped the table

for Overall Service

Insurer and Broker Service Survey 2010
StrategicRISK

RANKED

FIRST

2009 & 2010
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“Heath Lambert constantly deliver set

objectives and have worked hard with the
business to promote and raise the risk -
profile to the insurance market. We feel they
are part of the team with their knowledge of
our business, providing practical and
innovative ideas to develop our global
insurance and risk programme.”

Suzette Cooper Group Insurances and Claims Ofiicer

New ook Retallers Ltd

Wa opened our new Bimingham office In the
heant of the aty in March 2009, and we have seen
the Midlands market grow We hired a new head
of office and new staff which has led to a sharp
ncregse N rew business and Income growth

Employee Benefits

Despite the economic environment, 2009 was
a stable year for our employee benefits
business and profitability was increased In
Novernber 2009, we recruted Michael Brown
as Managing Director for this business, after
some 30 years with a leading competitor and
over 40 years in the field of employee benefits
and financial services

Following his appointment a strategic review
was camed out leading to the implemeantation
of a new structure for the bus:ness, focused on
the needs of our many clients trustess of
pension schemes, employers, and indmduals
Investments are being made in capable people
and new service propostions for clients which
are designed 10 both upgrade services to
existing clients, but also to dnve the acquisition
of new clients The business I1s now well
positicned for the implementation of the Retall
Distnbustion Review in 2012

Innovation

Cperationally we are achieving our vision that
began in 2008 with major iInvestment in the
Actuns system which s strearmiineng our
business, plus investmant in a new an-ling HR
system Innovation s & key dnver and the
professional ndemnity and drectors’ and
officers’ online quoting and documentation
engines hava been well receved by our
strategic partners, RIBA and ACE, improving
conversion rates for new businaess by 38% and
client retention rates by 18%
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“Heath Lambert has consistently provided an
exceptional level of expertise and service to
Buss Global, particularly during one of the
more challenging periods in the market.
The team has a very deep knowledge of

our industry and has always been very
responsive to us in regard to all matters.”

John Rhodes CFO
Buss Global

Ethics

Heath Lambert 15 committed 1o maintaining the
highest ethical standards and conducting
business with the utmaost level of INtegnty We
fully support the intiatives of the FSA and the
varnous insurance industry tradse and
professional bodies such as BIBA, the Cll and
LIIBA, to nstil professionalism and a code of
conduct within our industry We support the
Aldermanbury Declaration which was launched
this year by the Cll to set a standard of
excellence and commitment to on-going
treurung across the industry to help improve the
overall expenence for the UK and intemational
customer

International

Qur international allance, the Heath Alliance,
with IIke-minded practces such as Wells Fargo
and the German allance, FUNK Gruppe,
continues to deliver central gnp and control of
global clients' insurance programmes  This
enhances our abilty to prowide client focus,
qualty and professional adwice, guidance and
to improve market relationships

In September 2009 we entered a strategic
relationship with Hentage Group in Guernsey to
enhance captive management services for our
chents This resulted in Hentage Group
acquinng our capive management teams in
Guernsey and Malta

In Decemnber 2009, it was announced that we
had become a strategic partner with AIRMIC,
the global nsk managers association, and we
will develop the Heath Alliance to push the
boundanes of our international scope and
expertise

We have a lot to be proud of | am personally
dehighted with the way in which we pulled
together, deatt with ongoing economic
difficulties and still gave excellent service 1o our
clients it s the Company's aim to carry on In
the same vein in 2010 and bayond

| would personalty like to thank the Heath Lambent
staff and clients for thew continued support

Adrian Colosso
Chief Executve
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British Insurance
Awards 2010
GCommercial Lines
Broker of the Year
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Directors’ Report

The directors submit their report together with the audited financial statements of the Company and its subsidianes for the year ended 31 December
2009
Activities and Review of the Business

The principal actvity of the Company an accredited Lloyd's Broker, continues to be that of insurance broking and the provision of a full range of
nsurance broking services in the United Kingdom The Company's primary trading subsidiary 1s Heath Lambert Consulting Limited, an employee
benefits consultancy Both Heath Lambert Limited and Heath Lambert Consulung Limited are authonsed and regulated by the Financial Services
Autharity

Capital Reduction
In order to eliminate a dividend block the share capital of the Company was reduced from £75,000,000 1o £7,500 000 n December 2009 by way
of a salvency statement in accordance with Section 642 of the Companies Act 2006

Results and Dividend

The Group made a profit after net exceptional items and taxation of £6 9m {2008 £199m) The Group has net assets of £98 7m at 31 December
2009 (2008 £91 7m) No final dvidend (s proposed (2008 £nil) A retained profit of £6 9m (2008 £19 9m) has been transferred to reserves
During the year the Group sold its shareholdings in the Guernsey based entities Heath Lambert Insurance Management (Guernsey) Lid and Friary
Court Insurance PCC Lid to Hentage Management Holding Limited {or an imitial consideration of £1 5rm with further consideration of up to £1m due
dependent on performance

Qutlook

2009 continued 10 be very difficult in the UK economy The Group 15 well positoned and continues 1o trade profitably Interest rates have remained
at historically low levels and therefore interest income has fallen significantly in 2009 The business has made a reasonable start to the year and
continues to benefit from the rationalisation made in operating costs in 2008 and 2009

Key Performance Indicators

The Board monitors the performance of the Group In reference to specific KPls amongst other perfermance cntena All KPis relate to continuing
operations

Insurance Employee
Group broking benelits
Revenue per employee
Turnover™ {fees and commissions) divided by 2009 69,486 657,290 87,075
the total staff numbers {average for the year) 2008 69,209 67,038 86,250
Adjusted broking profit as percentage of tumover* 2009 15 4% 15 8% 13 3%
Adjusted broking profit dvided by turnover {fees and commissions) 2008 14 0% 15 7% 36%
Stafl cost to tumover* ratio
Direct salary costs diviaded by turnover (fees 2009 60 2% 61 1% 54 7%
and commissions) 2008 60 6% 61 3% 56 5%

* Turnover excludes turnovar from Guernsey operations sold in the year
The calculauon of adjustad braking profit 1s set out below

The above ratios indicaie that the Insurance broking operations have improved profitabilty year on year and have become more efficient

Trading Results — Continuing Operations

2009 2008
£m £m
Trading Result 11 151
Add back
Redundancies 27 14
Legacy insurance run off settlements 09 -
Qverseas entilies winding up costs 03 02
Adjusted Result 150 167
Interest (0 8) {30)

Adjusted Broking Profit 142 137
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Directors’ Report (continued)

Risk Management

Robust nsk management s fundamental to the achievement of the Group's abjectives The Board of Directors 1s responsible for setting the Group's
nsk appetiteé and ensuning that it has an appropnate and effective risk management framework and monitors the ongoing process for identifying,
evaluating, managing and reporting significant nsks faced by the Group To facilitate this, the Group maintains a Risk Framework through which
the kay nsks affecung the Group are identified, assessed and monitored

Risk Framework

The Risk Framework identifies nisks within eight nsk categories, listed below The risks within each area are analysed, miugatng factors assessed
and relevant controls identified The nsks are then graded for their expected seventy and probability and a nsk rating assigned to them {6 enable
the Board of Directors to prioritise its attention 1o them Action is taken by the Board of Directors to manage the key risks as it considers appropniate
so as to safeguard the Group and the interests of its shareholders

The Risk Assessment Framework 1s regularly updated and is reviewed at least twice each year by the Board of Directors with particular focus on
top rated nsks

The eight nsk categories are as follows

1 Market Risk 15 the nsk to the Group from the performance and solvency of the insurers with whom we place our chents' business To mitigate
this nsk we only use insurers that have a mirimum BBB S&P or equivalent credit rating and our busingss 1s well spread across many insurers

2 Credit Risk s the nisk of financial loss to the Group in the event of non-performance by a chent or counterparty with respect to its contractual
obhgations to the Group The Group s exposure to credit nisk 1s minimised as when acting as an agent in placing the insurable risks of clients with
insurers, brokers are generally not hable as principals for amounts ansing from transactions other than for marne risks placed under the terms of
the Manne Insurance Act 1906 Voluntary funding of payments on behalf of clients from whom funds have not yet been received, happens only in
exceplional circumstances In each case, any voluntary funding 1s pre-approved by the Board of Direciors

3 Operational Risk 1s the nsk 1o the Group from inadequate or falled internal processes and systems Operational nisk covers a wide and diverse
range of ngk types Our top rated operaucnal nsks are failure to placing a clients insurance policy properly and faillure to operate approprate
controls over delegated underwnting authonties We mitigate these risks through our publhshed divisional procedures independent peer review
and routine independent complhiance monitoring

4 Strategic and Business Risk — The Group cperates n an environment charactensed by intense competition and where failure to react to
changes in market dynamics can have an adverse impact on profilabity The Group's sirategies for miigating this nisk are for the strategy and
business plans io be agreed by the Board of Directors clearly communicated to semor management and for progress to be closely monitored

5 Governance Risk s the nsk of loss or damage to the business due (© a failure of management structures or processes This might take the form
of a falure to ensure adequate succession to key management positions or the inappropriate use of authority and influence Succession planning
15 overseen by the Board of Directors and effective management oversight and segregation of duties are 1n place o reduce the likelihood of
inappropriate use of authenty and influence

6 Regulatory, Legal and Human Resource Risk 1s the potental loss of value due to regulatory action ansing from comphiance breaches the
possible costs and penalties associated with iigation, the possibility of faillure to retain and motivate key members of staff, and the possibility of
staff lacking the core competencies to do their jobs Our top rated nisks in this nsk category are errors and onussions or other clams emerging
from current or hustoric business and staif iacking core competencies We mitigate these nisks through the use of checklists and other procedures
to control the placement of a client's insurance pohey, through early notification and management of potenttal itigation and through supervision and
training of our staff

7 Reputational Risk is the nsk that the Group's ability to do bustness might be damaged as a result of its reputation being tarmished We have a
zero nsk appetite for unethical or fraudulent acivity inancial crime and tor significant andfor intentional regulatory non-compliance

8 Financial Risk - The Group's cperations expose 1t to a vanety of financial nsks that include the effects of changes in interest rates, changes n
foreign exchange rates and iquidity sk The Board of Directors actively monitors the exposure of the Group to these nisks and where necessary,
takes action to mitigate entified risks
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Directors’ Report (continued)

Interest Rata Risk - The diractors have reviewed the exposure of the Group to any increase in interest rates and fee! that at this time there 18 no
benefit in using financial Instruments to hedge against this nsk

Exchange Rate Risk - Less than 15% of the Group's total income 15 through foresgn ncome  The directors have rewiewed the exposure of the Group
to any moverment in exchange rates and at this ume fee! that there 1s no benefit in using financial Instiruments to hedge against this nsk We mitigate
exposure to exchange rate nisk by closing potential foreign exchange exposures monthly

Liquidity Risk - The Company’s ulimate parent company, HLG Holdings Limited, has entered into financing arrangements with its shareholders
and lenders which are designed to leave the HLG Holdings Limited Group (HLGH Group) with a siable and manageable capiial and debt structure
The HLGH Group's financing arrangements are sufficient to allow funds to be made avaiable for expansion should an appropriate opportunity
arnse Working capital cash flows are monitored by the Board of Directers

Personnel

Information on the Group's activities and consullation with statf 1s provided regularly through vancus management communication channels These
nclude the circulation of internal bulletns notices, press releases, meetings and presentations by senior management at major locations and
provincial offices The Group 15 committed to the prnnciple of equal opportunity and ensuring that employees are not discnminated aganst in
recruitment, career development or promoton

Consultation with employees and their representatives continues at all levels wath the aim of ensuring that ther views are taken into account when
decistons are made that are lkely to affect therr interests and that all employees are aware of the financial and economic performance of their
business units and of the Group as a whole

Disabled Employees

It 13 the policy of the Group not to discniminate between employees or potential employees with disabilities because of a reason relating to therr
disability, and to offer the same employment opportunities, traming, career development and promotion prospects to all

Directors

The directors of the Company who held office dunng the penod and to the date of this report are

G M Barr (Resigned 1 May 2009)

W D 8loomer

M A Bruce (Resigned 30 November 2009)
A Colocsso

K Hamill (Appointed 1 May 2009)

J Hume (Appointed 1 May 2009)

A W Pratten (Resigned 1 May 2009}

P D Smith (Resigned 1 May 2009)

R N Thomas

The Company conducted a thorough review of 11s corporate governance arrangements in May 2009 and thrs has led 1o the resignanon and
appointments indicated above Mr K Hamill and Mr J Hume have been appointed as Non Executive Directors while Mr G M Barr Mr A W Pratten
and Mr P D Smith have stepped down from the Board but will form part of the newly created Heath Lambert Executive Committee whuch also
comprnises W D Bloomer A Colosso, M Constanti, R N Thomas and M G Trevor

No directors exercised share options in the year

Payments to Suppliers

The Group conformed wherever possible to the payment terms agreed with its suppliers

Donations

Duning the year, donations to charnities by the Group amounted to £21,079 (2008 £20,713)
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Directors’ Report (continued)

Cautionary Statement

The Group Chief Executive's Review and Directors’ Report together contain certain forward-looking statements with respect to the financial
condiion, results, operations and businesses of the Group These statements and forecasts involve nsk and uncertainty because they relate to
events and depend upon crrcumstancas that will oceur in the future There are a number of factors that could cause actual results or developments
to differ matenally from those expressed or implied by these forward looking statements and forecasts Nothing in this annual report should be
construed as a profit forecast

Statement of Directors’ Responsibilities

The directors are responsible for preparng the Annual Report and the financial statements 1n accordance with apphcable law and regulatons
Company taw requires the directors to prepare financial statements for each financial year Under that law the directors have prepared the group
and parent company financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom
Accounting Standards and applicable law) Under company law the directors must not approve the financial statements unless they are satsfied

that they give a true and farr view of the state of affairs of the group and the company and of the preiit or loss of the group for that period In
preparing these financial statements the directors are required 1o

+ select sutable accounting pelicies 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 matenal departures disclosed and explamed in the
financial statements

* prepare the financial statements on the going concern basis unless it 1s napproprate to presume that the company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explamn the company's transactions and
disclose with reasonable accuracy at any tme the financial position of the company and the group and enable them to ensure that the financial
statements comply with the Companies Act 2006 They are alse responsible for safeguarding the assets of the company and the group and hence
for taking reasonable steps for the preventon and detection of fraud and other irregulanties

The directors are responsible for the maintenance and integrity of the company’s website Legislation in the United Kingdom governing the |
preparation and dissemination of financial statements may differ from legislation in other junsdictions

Auditors and Disclosure of Information to Auditors

In accordance with Section 418 of the Companies Act 2006, each director in office at the date the Directors' Report 1s approved states that

* sofar as the director 1s aware there is no relevant audit information of which the company's auditors are unaware, and

+ he has taken all the steps that he ought to have taken as a director in order to make himself aware of any relevant audit infermation and to

establish that the company's auditors are aware of that information

Auditors

In accordance with Section 489 of the Companies Act 2006, a resolution to re-appaint PricewaterhouseCoopers LLP as auditors to the Company
will be proposed at the Annual General Meeting

By Order of the Board

W D Bloomer
Company Secretary
3 September 2010
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Independent Auditor’s Report

To the members of Heath Lambert Limited

We have audited the group and parent company financial statements (the “financial statements”) of Heath Lambert Liruted for the year ended
31 December 2009 which comprise the Group Profit and Loss Account the Group and Parent Company Balance Sheets the Group Statement of
Total Recogrised Gans and Losses and the related notes The financial reporting framework that has been applied n therr preparation Is
applicable law and United Kingdem Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibilities Staternent set out on page 13, the directors are responsibie for the preparation of the
financial statements and for being satisfied that they give a true and far view Our responsibility 1s to audit the financial statements in accordance
with applicable law and International Standards on Audsting (UK and lreland) Those standards require us to comply with the Auditing Practices
Board's Ethical Standards ior Audriors

This report ncluding the opinions, has been prepared for and enly for the company s members as a body in accordance with Chapter 3 of Part 16
of the Companies Act 2006 and for nc other purpose We do not, In giving these opinions, accept or assume responsibility for any other puzpose
or to any other person to whom this report 1s shown or into whose hands it may come save where expressly agreed by our prior consent in wnting

Scope of the audit of the financial statements

An audit Involves obtatning evidence about the amounts and disclosures in the financial statements sufficient to give reasonable assurance that
the financial statements are free from matenal misstatement, whether caused by fraud or error This includes an assessment of whether the
accounting policies are appropriate to the groups and parent company's circumstances and have been consistently applied and adequately
disclosed, the reasonableness of significant accounting estimates made by the directors and the overall presentation of the financial statements

Opinion on financial statements

In our opimen the financial statements

* gwve atrue and farr view of the state of the group’s and the parent company's affairs as at 31 December 2009 and of the group's profit for the
year then ended,

¢ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice and

* have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given i the Directors’ Report for the hinancial year for which the financial stalements are prepared 1s consistent with
the financial statements

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 i, In our omnion

* adequate accounung records have not been kept by the parent company or returns adequate for our audit have not been recewved from
branches not visited by us or

+ the parent company financial statements are not in agreement with the accounting records and returns, or
+ certain disclosures of dizectors’ remuneration specified by law are not made or

we have not recewved all the informauon and explanations we require for our audit
Chah-
Roy Clark (Senior Statutory Auditor)
For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Audiors
London

3 September 2010
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Consolidated Profit and Loss Account

For the year ended 31 December 2009

Continuing Duscontinued
Total operalons operations Total
2009 2008 2008 2008
Notes £m £m £m £m

Turnover 2 926 993 81 107 4
Interest receivable and similar Income 3 08 30 05 35
Total Income 934 102 3 86 1109
Adminlstrative expenses
Administrative expenses 5 {82 3) (87 2) 98) (97 0)
Exceptional administrative expenses 4 - - (22 (22
Depreciation & goodwill amartisation 78 44) (30) - (30}
Total Admimistrative Expenses 86 7) {90 2) (120) (102 2)
Operating Profit/{Loss) 5 67 121 34) 87
Analysed as
Trading results continuing operations 11 151 - 151
Trading results discontinued operations - - (34) (34)
Depreciation & goodwill amortisation {44) (30) - {30)
Profit on disposal of discontinued operations 4 - - 74 74
Profit on disposal of subsidiary undertakings 4 13 - - -
Profit on disposal of fixed asset investments 4 01 09 - 0%
Income from fixed and current asset investments 04 06 - 06
Profit on Ordinary Activities before Taxation 85 136 40 176
Taxation 6 {16) - - 23
Profit on Ordinary Activities after Taxation attributable
to Shareholders for the Period 18 69 - - 199

There are no matenal differences between the profit and loss on ordinary activiies before taxation and the retained profit for the year stated above
at therr hustorical cost equivalents Results for the current year are attinbutable 1o continuing operations

The notes on pages 18 to 30 form part of these financial statements
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Statement of Total Recognised Gains and Losses
For the year ended 31 December 2009

2009 2008

£m £m

Currency translation differences 01 01
Movement in share option reserve - 01
Net Gains Recognised Directly in Equity 01 02
Profit for the financial year 69 199
Total Recognised Profits Relating to the Period 70 201

The notes on pages 18 to 30 form part of these financial statements
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As at 31 December 2009
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Group Group Company Company
2009 2008 2009 2008
Notes £m £m £m £m
Fixed Assets
Intangible assets 49 56 43 50
Tangible assets 63 79 63 79
Invgsiments in subsidiary undertakings - - 105 128
Cther investments 10 05 05 - -
17 140 211 257
Current Asgsots
Debtors — Amounts falling due within one year 12 2018 2273 1729 196 9
— Amounts falling due after more than one year 12 85 101 64 74
Cash at bank and in hand 13 480 670 475 658
2583 304 4 2268 2701
Creditors — Amounts falling due within one year 14 (166 1) {217 4) (165 8) (223 5)
Net Current Assets 922 870 610 45686
Total Assets Less Current Liabilities 1039 010 821 723
Creditors - Amounts falling due after more than one year 14 {24) (24) {(24) {24)
Provisions for iabilities and charges 16 {28) (69) a7 (57)
Net Assets 987 917 780 642
Capltal and Reserves
Share capital 17 75 750 75 750
Profit and loss account 18 911 166 704 (109)
Other reserves 18 01 01 01 01
Equity Shareholders’ Funds 19 987 917 780 64 2

Approved by the Board of Directors on 3 September 2010 and signed on its behaf by

R NThomas
Director

Registered number 1199129

The notes on pages 18 to 30 form part of these financial statements
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Notes to the Financial Statements

(a

—

(b

—

{c

—

(d

~—r

(o)

U]

Accounting Policies

Basis of Preparation

These financial staterments are the consolidated financia! statements of the Company and 1ts subsidiary undertakings (collectively the Group™)
and have been prepared under the historical cost cenvention and in accerdance with applicable UK accounting standards

The directors have reviewed the Group's accounting policias and consider them to be approprtate 1n accordance with FRS 18's objecuve of
relevance rehabilty comparability and understandability

The directors are satisfied that adeqguate long term financing faciites are in place to enable the Group to continue as a going concern

Group Financial Stataments

Unless stated otherwise business combinations are accounted for by the acquisition method of accounting The results of subsidiary
undertakings acquired during the period are included in the consolidated profit and loss account from the effective date of acquisition In
accordance with FRS 2 ‘Accounting For Subsidiary Undertakings', the Group has excluded certain subsidiaries from conschlidation on the basis
that thewr inclusion would have an immatenal effect Subsidiary undertakings excluded from consolidation have been treated as current asset
investments Profits or 10sses on Iintra-group transactions and also intra-group balances are eliminated in full on consolidation Accounting
policies of subsidianes have been changed where necessary 10 ensure consistency with the pohcies adopted by the Group

Turnover

Insurance Broking turnover represents the aggregate of net brokerage fees commission and other related income including that ansing as a
result of run-off activity in the markets Brckerage 1s recognised at the date of inception of the nisk subject to the placement having been
completed to the clent's satisfaction In instances where the inception of the nsk does not relieve the Group of all contractual obhgations an
element of brokerage 1s deferred and subsequently released to the profit and loss account as these obligations are discharged

Brokerage on multi-year policies that are non-cancellable i1s recognised at the date of inception of the nsk, providing that the brokerage 1s not
dependent on future events Brokerage on multi-year policies which can be cancelled or varied after the inception of the nisk s apportioned
on an annual basis

Turnover denved from employee benefits consultancy and related services comprises the aggregate of net commussion, fees and other related
income arnising primarnly from the provision of employee benefits consultancy to corporate clients

Commission income receved from finanaial product providers is accounted for on an accruals basis when the policy 1s completed whilst fee
income 1s recognised In the penod 1o which it relates and when it can be measured with reasonable certainty

Commussion income received on an indemnity term basis where should the chent cancel the policy within a certain tmeframe, the relevant
proporuon of the commission 1s repayable to the provider 18 accounted for on an accruals basis when the policy 1s completed A separate
provision 18 maintained to cover the anticipated repayments to product providers of commissions previously recognised as income

Income has been recognised from the wrnting back of some specihic old run off credit items on the insurance broking ledgers which, n the
directors’ opimon {ollowing investigation durning the penod do not represent insurance broking liabitiies of the Group

Invastment Income
Dwidends recevable from participating interests are recognised as income when formally declared

Finance Leases

Assets acquired under finance leases are capitalised as iangible fixed assets and stated at cost less accumulated depreciation Interest
ncluded within lease payments 1s charged to the profit and loss account over the penod of the lease at a rate which reflects the capital
repayments outstanding

Operating Leases
Lease payments in respact of operating leases are charged against profit as incurred over the period of the lease

Where a leasehold property becomes surplus to the Group's foreseeable business requirements, provision 1s made for the expected future net
cost of the property taking account of the duration of the lease and any recovery of cost achievable from subletting
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Goodwll

Goodwill ansing from business combinations being the excess of the far value of the consideration over the tarr value of the net assets
acquired, and purchased goodwill has been capitalised at cost and 1s being amortised on a straight-line basis over its estimated useful e
not exceeding twenty years

Negatve goodwill ansing from business combinations, being the excess of the fair value of the net assets over the farr value of the consideration
acquired, has been capitalised at cost and has been fully amortised on a straighi-line basis over its estmated uselul life of 3 & years

Fixed Assets
Tangible assets are stated at cost less accumulated depreciation Depreciation I1s provided in equal annual instalments at rates calculated 10
provide for the cost of the assets over therr anticipated usefu! lives as follows

Furniture and equipment - FourfFive years

Systems Development Costs

External costs incurred in connection with the develepment of improved data handling systems are capitalised These costs are then wnitten
off in equal annual nstalments over three years commencing with the year in which benefits anse from the introduction of these systems The
carrying value s assessed annually and further provision where appreprate 15 made for any imparment in value

Investments in Subsidiary Undertakings

Investments in subsidiary undertakings in the financial statements of the parent company are stated at cost less provision for any impairment
n value

Fixed Asset Investments
Fixed asset investments comprise trade investments (in other insurance broking enuties which do not meet the cntera to be treated as
associated or subsidiary undertakings

Fixed asset nvestments are stated at therr fair value on acguisition or cost It acquired since the acquistion of Heath Lambert Group Limited
by the ulimate parent of the Company, HLG Holdings Limited, less any prowision for impairment in value

Taxation
Carporation tax payable 1s provided on taxable profits at the current rate

Deferred taxation 1s recegrised in respect of all tming differences between taxable and booked income and expenditure that have onginated
but not reversed at the balance sheet date Delerred tax assets are recognised to the extent that they are recoverable Deferred taxation 1s not
recogmsed on permanent differences or for taxation which would become payable if the undistnibuted reserves of overseas companies were
remitted to the UK Deterred tax balances are not discounted

(m) Pensions

{n)

The Group operates defined contribution pension schemes far the benefit of its employees Contnibutions are charged to the profit and loss
account as incurred

Foreign Currencles

Monstary assets and rabihties in foreign currencies are expressed in sterhing at exchange rates ruling at the balance sheet date Income
earned in foreign currencies 1s recognised in the profit and loss account at the exchange rate ruling at the date of the transaction or, where a
refated forward exchange contract has been entered into, at the rate specified in the forward contract All realised exchange difierences ansing
from trading are recognised in the result before taxation

Profits and losses of consolidated overseas subsidiary undertakings are translated into sterling at the closing exchange rate for the period The
assets and habiliues of such compares are translated at the exchange rates ruhng at the balance sheet date Exchange differences on the
translation of net assets are taken directly o reserves
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{o) Insurance Broking Debtors and Creditors

Insurance brokers usually act as agents in placing the insurable nsks of ther chents with insurers and as such, are generally not hable as
principals for amounts ansing from such transactions Notwithstanding these legal relatonships, debtors and creditors anising from insurance
broking transactions are shown as assets and habilities This recognises that the insurance broker is entitled to retain the investment income
on any ¢ash flow arising from these transactions

Debtors and creditors arising from a transaction between chents and insurers (& g a premwum or a clam) are recorded simultaneously
Consequently, there 1s a high level of correlation between the totals reported in respect of insurance broking debtors and insurance broking
creditors

The posttion of the Insurance broker as agent rmeans that generally the credit nsk s borne by the principals There can be circumstances where
the insurance broker acquires credit nsk through statute or through the act or ormission of the insurance broker or of one of the principals
There 1s much legal uncertanty surrounding the circumstances and the extent of such exposures However, the total of insurance broking
debtors appeanng in the balance sheet 1s not an indication of credit nsk

Its normal practice for insurance brokers to settle accounts with other intermedianes clients insurers and market settlement bureaux on a net
basis Large changes in both nsurance broking debtors and creditors can result from comparatively small cash sattlements and for this reason
the totals of insurance broking debtors and creditors give no indication of future cash flows

The legal status of this practice of net settlement of debtors and creditors 1s uncertain and m the eveni of an nsolvency 1t 1s generally
abandoned FRS 5 ‘Reporting the Substance of Transactions' requires that offset of assets and habilites should be recognised in financial
statemenis where and only where, the offsat would survive the nsolvency of the other party Accordingly only such offsets have been
recognised In calculating insurance broking debtors and creditors

{p) Share-based Incentives

In accordance with FRS 20 the fair value of equity-settled share-based payments to employees 1s determined at the date of grant and 1s
axpensed on a straight-ine basis over the vesting period based on the Group's estimate of options that will eventually vest Optons granted
have been measured at farr vatue using a Black-Scholes pricing model Further details are set out In note 5

{q) Cash Flow Statement

n

2

As at 31 December 2009, the Company was a wholly owned subsidiary of HLG Holdings Limited and 1s ncluded in the consclidated financial
statemenis of that Company, which are publicly availlable Consequently the Company has taken advantage of the exemption from preparing
a cash flow statement under the terms of FRS$1 {Revised 1896)

Provisions

A provision 15 recognised where there s a present obligation whether legal or constructive as a result of a past event for which it 1s probable
that a transfer of economic benefits will be required to settle the obligation and a reasonabls estimate can be made of the amount of the
obligatton The basis of each class of provision 15 descrnbed in note 16

Segmental Reporting

The Group s turnover, profit before tax and net assets in these financial statements are almost wholly attnbutable to subsidianies incorperated in the
United Kingdom

The table below analyses turnover by the address of the client from whom the business 1s derived This does not necessarily reflect the onginal
source or location of the business

Total Contnuing Discontinued Total

2009 2008 2008 2008

£m £m £€m £m

UK 818 894 27 921
Asia and Australasia 10 09 i6 25
The Americas 26 17 21 38
Continental Europe 70 71 13 84
Afnca 02 02 04 08

Total Tumover 926 993 81 107 4
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2 Segmental Reporting (continued)

The Group's turnover analysed by business segment 15 as follows
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Total Continuing Discontinued Total
2009 2008 2008 2008
Em £m £m £m
Insurance broking and related actmities 798 855 81 936
Employee benefits consultancy and related actwvities 128 138 - 138
Total Turnover 926 993 a1 107 4
The Group's profit before tax and net assets by business segment are as follows
Profit Profa
befors tax before tax Net Assets Net Assets
2009 2008 2009 2008
£m £m £m £m
Insurance broking and related activities 67 168 958 879
Employee benefits consultancy and related activities 18 08 29 38
Total 85 176 887 817
3 Interest
Total Continuing Dusconbinued Total
2009 2068 2008 2008
£&m £m £m £m
Interest receivable and other similar Income 08 30 a5 35

Interest ts allocated between contmuing and discontinued operations based on the net insurance broking debtor/creditor balance at the end of

sach month

4 Exceptional ltems

Operating exceptional costs

2009 2008

£m £m

Lease Settlement - 22

Total operating exceptional costs - 22
Non-Operating exceptional profits

2009 2008

£m £m

Profit on disposal of subsichary undertakings 13 -

Profit on disposal of discontinued cperations - 74

Profit on disposal of fixed asset investments 01 0g

Total non-operating exceptional profits 14 83

Profit on disposal of subsidiary undertakings

The Group disposed of its captive management operations duning the year for an iniial consideration of €1 5m  Further consideration 1s due,

contingent on performance, to be received in 2010 and 2011

Profit on disposal of fixed asset investments

The profit on disposal of fixed asset nvestments relates to the sale of shares in Fenchurch Faris Ltd i 2008 for which addiional consideration has

now been recognised
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5 Profit on Ordinary Activities before Taxation
Profit on ordinary activities before taxation 15 stated after charging the followang

Total Continuing Discontinued Total
2008 2008 2008 2008
£m em £m £m
Staff costs
Wages and salaries 464 510 42 552
Social secunty costs 53 54 06 60
Other pension costs 32 30 02 32
Depreciation
- relaung 10 owned assets 36 40 - 40
- relating 1o assets held under finance lease 01 01 - 01
Amortisation
- negatve goodwill arsing on consolidation - (18) - {18)
- purchased goodwill 07 07 - o7
Forelgn exchange losses/{gains) 01 {04) - 04}
Operating lease charges
- land and builldings 3s 34 21 55
- other 03 02 - az

Auditors’ remuneration for audit services in relaton to the audit of the Group amounted to £0 3m (2008 £0 3m) Fees payable 1o the auditors for other
services are in respect of services to the HLGH Group as a whole and are disclesed in the consolidated accounts of the Company's ultmate parent
company

Administrative expenses of £82 3m (2008 £97 Om) comprise continuing operations £82 3m (2008 £87 2m) and discontinued operations £nif (2008
£9 8m)

Duning the year, an average of 1 324 staff (2008 1 488) were employed by the Group

In 2007 certain employses of the Group wera issued with options over shares in the ultmate parent company HLG Hotdings Limrted under the HLGH Share
Option Plan (HLGH Pian} in ling with FRS 20 an expense has been recorded in the Profit and Loss account of the Group in the year

The eptions granted under the HLGH Plan can be exercised only upon, orimmediately pnor to, an exit event The HLGH Plan oplions have a maximum term
of 10 years Setilerment of the HLGH Plan options 1s to be in the form of equity

Atotal of 605,000 options were granted on 25 July 2007 (options granted relate to 87,500 C ordinary shares and 517,500 D ordinary shares) The exercise
pnce of each HLGH Plan option is £nil

The fair value of the HLGH Plan options 1s expensed over a 3 year penod, based on the Black-Scholes model, assuming a nsk free rate of 5 63%, expected
volatiity 18 20% and an expected dwvidend yield of nil Expected volatility was determined using the median histonc share price volatiity of comparatwve
nsurance brokers’ shares

No HLGH Plan options were granted, expired or exercised dunng the year nor became exercisable at the end of the year All 87,500 C ordinary share options
waro forferted in 2008 (2008 nil}, 25,000 D ordinary shars options were forfeited in 2009 (2008 70,000) The total expense in the Profit and Loss account i
the year relating (o the HLGH Plan share options was £33,238 The liability for the HLGH Plan options at the end of the panod ts shown in the share ophion
reserve (see note 18)

In 2009 certain employses of the Group were issued with options over shares in the uttimate parent company HLG Holdings Limited under the HLGH Share
Option Plan 2008 (HLGH Plan 2009)

The options granted under the HLGH Plan 2009 can be exercised only upon, or mmediately prior to, an exit event The HLGH Ptan 2009 options have a
maxumurm term of 10 years Settlement of the HLGH Plan 2008 options 1S 1o be tn the form of equity

Atotal of 950,000 options were granted on 20 July 2009 (options granted relate to 725,000 C ordinary shares and 225,000 D ordinary shares) The exercise
pnce of each option s £0 36

No HLGH Plan 2009 options were granted, forfeited, expired or exercised dunng the year nor became exercisable at the end of theyear Anndicatve valuation
of the shares in HLG Holdings Limited was camed out in February 2010 and no expense has been recorded in the Profit and Loss account of the Group in
the year




Notes to the Financial Statements

6 Taxation on Profit on Ordinary Activities

The corporation taxation charge represents UK corporation tax calculated at 28% of profits chargeable jo tax
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Analysis of Charge in Year 2009 2008
&m £m
Current Tax
UK corporation tax charge on profits of the penod - -
Overseas current tax 02 -
Overseas adjusiments in respect of prior penods - 02
02 02
Deferred Tax
UK deterred tax charge for the year 14 (03}
Adjustments in respect of prior years - (22)
14 (25)
Tax on profit on ordinary activities 16 {23}
Reconciliation of Corporation Tax Charge
Profit on erdinary activities before taxation 85 176
Charge at standard rate of corporation tax in UK of 28 0% (2008 28 5%) 24 50
The corporation tax charge for the perod has been affected by
- Higher/lLower tax rates overseas 1) 01
- Capital allowances in excess of depreciation {(10) 02
- Expenses not deductible for tax purposes 09 01
- Loss on sale of investments {0 4) 03)
- Capital gains offset by losses or exempt - (23)
- Intercompany balances wntten off and investment cost writien down 01 {20)
- Adjustiments in respect to previous periods - 02
~ Adjustment in respect of transfer pricing 12 13
- Group relief claimed for nil payment (19) (23)
- Other short term timing differences {0 3) 02
- Movement of tax losses {0 5) -
- Non-taxable income {01) -
Current tax charge for year (as above) 02 02
Deferred Taxation Assets
Delerred tax assets have heen recorded as follows
Group Group Company Company
2009 2008 2009 2008
tm em £m £m
Accelerated capital allowances 64 74 64 74
Corporation tax losses 17 22 - -
Short term tming differences 01 - - -
82 96 64 74
Movements in Delerred Taxation Asset
Group Company
£m &m
At beginning of year 96 74
Current year (19 {10)
At end of year 82 64
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6 TYaxation on Profit on Ordinary Activities (continued)

The Group has recogrused deferred tax assets of £1 7m (2008 £2 2m) in respect of unutiised tax losses and £0 1m (2008 £nil) in respect of short
term timing differences £nil {2008 £nil) of the unutihsed tax losses and £nil {2008 £nil) of the short term twmung differences relate to the Company
These unuttised tax losses and short term timing differences are recognised as deferred tax assets as they are expected to be uthsed n the
foreseeable future

The Group has charged depreciation in excess of capital allowances relating to 2008 and prior years It 1s expscted that claming capital
allowances in future periods will result in allowable deductions in excess of depreciation charges in those pertods Based on profit forecasts the
directors expect that the Group will generate sufficient taxabte iIncome to be able to utilise the resulting deductions In the foreseeable future The
Group has therefore recognised a deferred tax asset of £6 4m {2008 £7 4m) 1n respect of accelerated capital allowances (£6 4m of thess relate
10 the Company (2008 £7 am))

The Group also has unrecognised deferred tax assets of £0 3m {2008 £0 3m) in respect of unutiised tax losses and £nil (2008 £0 3m) In respect
of short term tming differences £nil (2008 £nil) of the unutiised losses and £nil (2008 £nit) of the short term tming differences relate to the
Company These unutilised tax losses are not recognised as deferred tax assets as they are not expected to be utthsed in the foreseeabls future

However these tax losses will be realised should sufficient profits be generated against which the losses may be offsat

All deferred tax assets as at 31 December 2009 have been calculated based on a 28% corporation tax rate in the UK

7 Intangible Assets

Goodwill
Conschidated Purchased
Goodwill Goodwll Total
Group £m £m £m
Cost at 1 January and 31 December 2009 07 78 85
Amortisation
At 1 January 2008 01 28 29
Provided in the peniod - 07 07
At 31 December 2009 01 as 3e
Net Book Value at 31 December 2009 06 43 49
Net Bocok Value at 31 December 2008 06 50 56
Purchased goodwill relates entirely to the Company
Negative Goodwill
Consolidated
Goodwill
Group £m
Cost at 1 January and 31 December 2009 (86)
Amortisation at 1 January and 31 December 2009 {6 6)
Net Book Value at 31 December 2009 -

Net Bock Value at 31 December 2008 -
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8 Tangible Assets
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Systems Furniure
Development a
Costs Equipment Total
Group £m £m Em
Cost
At 1 January 2009 159 232 391
Additions 14 07 21
Disposals - (01) o
At 31 December 2009 173 238 411
Depreciation
At 1 January 2009 128 184 312
Provided in the year 19 18 ar
Disposals - (01) 01
At 31 December 2009 147 201 348
Net Book Value at 31 December 2009 26 37 63
Net Book Value at 31 December 2008 31 48 79

Tne net book value of furmiture and equipment included in fixed assets heig under finance leases was €0 2m {2008 £0 3m)

charge n respect of these leased assets was £0 1m (2008 £0 1m)

The depreciation

Systems Furniture
Development and
Costs Equipment Total
Company £m £m £m
Cost
At 1 January 2009 159 231 390
Additions 14 o7 21
At 31 December 2009 173 238 1
Depreciation
At 1 January 2009 128 183 311
Provided tn the year 19 18 37
At 31 December 2009 147 201 348
Net Book Value at 31 December 2009 26 37 63
Net Bock Value at 31 December 2008 31 48 79

The net book value of furniture and equipment included in fixed assets held under finance leases was £0 2m (2008 £0 3m) The depreciation
charge in respect of these leased assets was £0 1m (2008 £0 1m)
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9 Investments in Subsidlary Undertakings

Company
Unlisted Investments £m
Cost at 1 January 2009 and 31 December 2009 200
Impalrment
At 1 January 2009 72
Provided in the year 23
At 31 December 2009 95
Net Book Value at 31 December 2009 105
Net Book Value at 31 December 2008 128
Detatls of the Company’s principal subsidiary undertakings are shown below
Pninclpal Subsidiary Undertaking Country of Incorporation Percentage of Holding Activity
Heath Lambert Overseas Limited United Kingdom 100% Holding Company
Heath Lambert Consulting Limiled United Kingdom 100% Employee Benefits
Consultancy
In the opinion of the directors, the value of the investments is at least equal to the total amounts shown above
10 Other Fixed Asset Investments
Group Company
£m £m

Cost or Valuation at 1 January 2009 and 31 December 2009 05 -

The other investments above comprise Investments in other entities not meeting the definiion of either a subsidiary or associated undertaking
Details of these investrnents are disclosed in note 24 Fixed asset investments are valued using a discounted cash flow method In the opinion of
the directors the value of these investments 1s at least equal to the amount shown above

11 Net Fiduciary Assets

Group Group Company Campany

2008 2008 2009 2008

£m £m £m £m

Insurance broking debtors (note 12) 157 1447 157 1448
Fiduciary cash and deposits (note 13) 380 565 380 565
Insurance broking crediiors (note 14) {153 7) {2012) {153 7) {201 3)

Net Fiduciary Assets - - - -

The above fiductary assets and habuiies are included on the balance sheel Fiduciary cash and deposits are held for the benefit of nsurance
broking creditors and not avaltable for general corporate purposes
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12 Debtors
Amounts Falling Due Within One Year
Group Group Company Compary
2008 2008 2009 2008
£m £m £m £m
Insurance broking debtors 157 144 7 1n57 144 8
Unrealised brokerage 108 104 108 03
Amounts due from fellow subsidiary undertakings
of ulhmate parent company 705 620 443 358
Other debtors 31 75 04 34
Prepayments and accrued income 17 27 17 26
Total debtors falling due wrthin one year 2018 2273 1729 186 9
Amounts Falling Due After More Than One Year
Deferred taxation {see note 6) 82 96 64 74
Cther debtors 03 05 - -
Total debtors falling due after more than one year 85 101 64 74
Total Debtors 2103 237 4 1783 204 3
13 Cash at Bank and in Hand
Group Group Cornparry Company
2009 2008 2000 2008
£m £€m £m Em
Cash and deposits — corporate 65 70 60 58
Cash not yet withdrawn from fiduciary bank accounts 35 35 35 35
Fiduciary cash and deposits 380 56 5 380 565
Cash and Deposits - Total 480 670 475 658

In accordance with FSA requirements the Group's insurance broking subsidianies hold monies in insurance broking bank accounts for the benefit of
insurance broking creditors which are not available for general corporaie purposes At 31 December 2008, these amounted to £41 5m (2008 £60 Om),
of which £3 5m (2008 £3 5m) was available for general corporate use but had not been withdrawn

14 Creditors
Amounts Falling Due Within One Year
Group Group Company Cormpany
2009 2008 2009 2008
£m £m £m £m
Insurance broking creditors 1537 201 2 1537 2013
Amounts dua to group underiakings - - 01 74
Other taxation and social security 15 18 15 18
Obligations under finance leases (see note 15) 01 01 o1 01
Other creditors 45 48 42 38
Accruals and deferred imcome 63 95 62 91
Total creditors faling due within one year 166 1 217 4 1658 2235
Amounts Falling Due After More Than One Year
Obligations under finance leases (see note 15) 01 02 01 02
Other creditors - - - -
Accruals and deferred income 23 22 23 22
Total crednors falling due after more than one year 24 24 24 24
Total Creditors 1685 2198 1682 2258

Other creditors falling due within one year include £0 4m (2008 £0 4m) of outstanding pension contributions
Company insurance broking creditors include £nil (2008 £0 1m) owing to Group undertakings
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15 Commitments

Group and Company
Land and Buildings

2000
Operating Leases which Expire £m £m
Within one year 01 04
In the second to fifth years inclusive 16 17
In over five years 14 14
31 a5
The majonty of leases of land and builldings are subject to rent reviews
2009 2008
Obhgatlons Under Finance Leases Due Em em
Within one year 01 01
In the second to fifth years inclusive 01 02
02 03
16 Provisions for Liabilities and Charges
Pengions &
Cther Regulatory Cther Prowision for Provision for
Provesions Provisions Froperty Costs Litigation Total
Group £m £m £m £m €m
At 1 January 2009 05 02 31 31 69
Utiised during the year {02) (02} (25) (14) (4 3)
Provided/(Released) in the year 01 02 - Q1) Q2
Balance at 31 December 2009 04 02 06 16 28
Prawision for Provision for
Property Costs Libgation Tota!
Company £m £m £m
At 1 January 2009 31 26 57
Utihsed during the year (25) {12) (37
Released in the year - (03) (03)
Balance at 31 December 2009 06 11 17

a) Pension and Other Regulatory Provisions

The Group has a liability in respect of complaints made regarding the misselling of both personal pensions and mortgage endowments As at
31 December 2009 this hiability 1s estmated at £361 000 (2008 £454,000) All anucipated clams relating to the misseling of morigage
endowments are covered by the Group's insurance arrangements whereas ¢laims relating to pension misselling are borne by the Group Included
in other debtors 15 an amount of £91 000 (2008 £84 000) due from the Group's insurers in respect of the misselling of mortgage endowments Itis
not practical to specifically indicate the likely timing of clam settlements and recovernes

b) Qther Provisions

There 1s a prowision held for potential clawbacks in relation to commission recewed on indemnity terms  Actual clawback experience in the year 1o
31 December 2008 and payments in respect of the current and prior periods was £183 000 (2008 £158 000) The prowision held at 31 December
2009 was £161 000 (31 December 2008 £172,000) This has been calculated in accordance with FSA rules Generally clawback perods exiend
up to 24 months after the inception of the policy

¢} Property Costs Provision

This provision i1s the estimated labibity 1n respect of wear and tear on the Company’s leasehold properties as at 31 December 2009 together with
provisions in respect of rentals on empty property This prowvision will be utilised as the leases on the Company’s leasehold properiies expire

d) Litigation Provisions

The Company faces a number of complex and lengthy Itigation matiers which have arisen in the ordinary course of business, the resclution of whuch
1s uncertain Such actions, which are a common feature for companes trading in the international iInsurance markets seek to recover amounts that,
# awarded would be significant Hawving taken appropriate legal advice the directors have provided amounts which they consider to be a realistic
appraisai of the ulimale likely cost of these various claims against the Company It 1s not practical to speciiically indicate the likely tming of clam
settlements The provision 15 subject to regular review by the Group s legal depariment, external legal advisers and the directors
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17 Called-up Share Capital

2009 2008
£m em
7,500,000 authonsed allocated and fully paid ordinary shares of £1 each 75 750

The share capital of the Company has been reduced by £67 500,000 by cancelling all of the called up share capital on 67 500 000 ordinary shares
of £1 each

18 Reserves
Profit anct Share Option
Loss Account Resarve
Group £m em
At 1 January 2009 166 01
Profit attnbutable to sharsholders 69 -
Reduction of share capital 67 5 -
Foreign exchange differences recognised directly in reserves 01 -
At 31 December 2009 11 01
Profit and Sharg Cption
Loss Account Reserve
Company £m Em
At 1 January 2009 (109) o1
Profit attnbutable to shareholders 138 -
Reduction of share capital 67 5 -
At 31 December 2009 704 01

In accordance with the exemption provided in Section 408 of the Companies Act 2006, the Company has not presented its own profit and loss
account The Company had a retained profit of £13 8m for the year (2008 £12 2m}

The cumulative amount of purchased goodwill eliminated directly against reserves at 31 December 2009 was £4 8m (2008 £4 8m) This purchased
goodwill was eliminated aganst reserves In accordance with the accounting policies in place prior to the implementation of FRS10 ‘Goodwill and
Intangible Assets in 1899 If certan elements of the Companys trade were to be disposed of, this purchased goodwill would be charged to the
Profit and Loss Account in the year of disposal

A new reserve was created in 2007 on the 1ssue of share options in HLG Holdings Limited to employees (see note 5) The total amount credited to
the reserve for the year was £33,238

19 Reconciliation of Movements in Shareholders' Funds

2009 2008
Group £m £m
Profit for the Financial Pericd 69 199
Foreign exchange difference recognised directly in reserves 01 01
Movement in share option resarve - o1
Net increase in sharehaolders' funds 70 201
Opening shareholders' funds 917 7186
Closing Shareholders’ Funds 987 917

20 Directors and Employees

The aggregate of directors’ emotuments excluding pension contributions borne by ttis Company was £2 440 578 (2008 £1,977,346) The
aggregate Company pension contributions to defined contrnibution schemes in respect of directors was £118 993 (2008 £166 904) The aggregate
amount paid to former directors for loss of office was £477,644 (2008 £5,132)

The emoluments of the highest paid director whose emoluments were borne by this company were £690,015 (2008 £379,085) The contribution
to a defined contnbution pension scheme in respect of the highest paid director was £36,565 (2008 £36 564)

As at 31 December 2009, retirement benefits were accruing to three directors under defined contnibution schemes (2008 ning)
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21 Commitments and Contingent Liabilities

a) Secunties and Guarantees over Group Banking Facilities

The Company and certain fellow Group Companies were guarantors of loan faciines provided by Royal Bank of Scotland/National Westminster
Bank plc and other lenders to the Company HLG Holdings Limited and certain fellow Group undertakings

At 31 December 2009 there was £9 Om drawn down under these faciities (2008 £150m} At 31 December 2009, the faciities were secured
againsi the assets and habilites of the Company under a deed dated 26 May 2005 and the faciliies also continued to be secured by fixed and
floating charges over the assets of the ultmate parent company HLG Holdings Limited and certain fellow Group undertakings

As at 3 September 2010 the loans under the above facilittes have been fully repaid

b} Capital Commitments
There were no capital commitments in respect of future capital expenditure on fixed assets at 31 December 2009 (2008 £nil)

22 Principal Subsldiary Undertakings

Country of
Incorporation Holding % Activity
Heath Lambert Consulting Lirmited United Kingdom 100% Employee Benefits Consultancy
Heath Lambert Overseas Limited Urited Kingdom 100% Holding Company

The Group sold its shareholdings in Heath Lambert Insurance Management (Guernsey) Lid and Friary Court Insurance PCC Lid in the year

23 Subsidiaries Excluded from Consolidation

Two subsidianes are excluded from consolidation as in aggregate they are not deemed material to the Group The excluded subsichanes are RIP-4
Warszawska SP Zoo a company incarporated in Poland and Edward Lloyd Ltd, a company incorporated in the USA the actwity of both companies
beng insurance broking RIP-4 Warszawska SP Zoo was hquidated in 2009 Edward Lloyd Ltd has been liquidated in 2010

24 Other Fixed Asset Investments

Country of
Incorporation Holaing % Actwily )
Fenchurch Fans Lid Isle of Man 10% Insurance Broker

The investment in this entity 1s included 10 these financial statements as a fixed asset investment

25 Related Party Disclosures

The Group has taken advantage of exemptions under Financial Reporting Standard 8 “Related Party Disclosures” and has not disclosed
transactions with othar members or nvestees of the HLGH Group  as the Company 1s wholly owned by HLG Holdings bimited which prepares
publicly avallable consolidated financial statements in which the Company 1s included

26 Ultimate Parent Company

At 31 December 2009 the Company's ulumate parent undertaking was HLG Holdings Limited a company registered in Engtand and Wales The
Company's immediate parent undertaking was Friary Intermediate Limited, a company registered in England and Wales

The smallest and largest undertaking for which Group financial statements are prepared and of which the Company was a member are those
headed by HLG Holdings Limited Copies of these Group financial siatements will be avasable from the Company Secretary at 133 Houndsditch,
Londen EC3A 7AH

27 Post Balance Sheet Events

The ulimate parent company HLG Holdings Limsied, has refinanced its debt in 2010 HLG Holdings Limited will receve a bank loan of £18 Om to
be repaid in equal instalments over five years
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