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TENETCONNECT LIMITED

DIRECTORS’ REPORT (CONTINUED)

The directors present their report and the audited financial statements for the year ended 30 September 2011
BUSINESS REVIEW AND PRINCIPAL ACTIVITIES

The company 15 2 wholly owned subsidiary of Tenet Limited

The company’s principal activities are that of the management of a financial services network of independent
financial advisers regulated by the Financial Services Authority (“FSA®)  There have not been any significant
changes i the company’s principal activities in the year under review The directors are not aware, at the date of this
report, of any likely major changes in the company’s activities in the next year

As shown in the company’s mcome stalement on page 7 the company’s sales have tncreased by 24% in the year,
returning an operating profit ot £1 1m

The balance sheet on page § ot the financial statements shows that the company s net asset posution at the year end
has increased despite payment of a dividend to 11s parent company (see page 9)

Notes 2 and 4 nclude details of key assumptions used in the prepaiation of the company’s financial statements
Notes 3 and 19 detail the principal nisks and unceitamties facing the company There have been no significant events
since the balance sheet date

The company’s directors believe that further hey performance indicatars for the company are not necessary or
appropnate for an understanding of the development, performance or position of the business

The business plan which has been 1n place tor some considerable time to manage the transition required as a
consequence ot the Retail Distnbution Review conttnues to be implemented

The directors are satisfied with the results for the year and expect the gencral level of activity 1n the torthcoming year
to reflect market conditions

RESULTS AND PROPOSED DIVIDENDS

The results for the year are dealt with in the income statement on page 7

The dircetors do not recommend a dividend based on the financial year ending 30 September 2011 At the date of
approval of the financial statements tor the year ended 30 Scplember 2010 the directors recommended a dividend of
635 pence per ordinary share, which was patd during the year ended 30 September 2011 as shown in Note 10

ENVIRONMENT

The company operates 1n accordance with the policies of the Group, which are described in the Group’s Annual
Report which does not form part of this report

DIRECTORS® INDEMNITIES

As at the date of this report, it 1s Group policy to provide the direclors of Group compames with indemnities as
discloscd in the financial statements of Tenet Group Limited




TENETCONNECT LIMITED

DIRECTORS’ REPORT (CONTINUED)

DIRECTORS

The directors who served during the year and subsequently were as follows
S H Hudson - resigned 12 August 2011

P W Lane —resigned 11 December 2010

G S Clarkson

A Kildunne — resigned 21 December 2010

S M Jones

M D McGaughnin - resigned 21 October 2011

M J O’Brien

K D Richards

M O Youngman

G S Sampson — appointed 19 Apnl 2011 — resigned 7 December 2011

GOING CONCERN

The Financial Reparung Couneil 1ssued 2 gwidance note in November 2008 requicing all companies to provide fuller
disclosures regarding directors” assessment ol going concern  The Group strongly agrees with the need for this
clanty in an entity’s Report & Financial Stalements Theiefore, as n the prior year, an extended going concern
statement has been prepared in respect of the company

As highlighted in the Group’s Annuat Report, although the current economic conditions create uncertainty tn respect
of the level of demand for financial setvices products the company has a protitable business model and a strong net
asset base The company’s forecasts and projections, including sensitivity analysis taking into account reasonably
possible adverse changes i (rading performance, show that the company should continue (o trade profitably in future
years despite the current uncertain economic outlook  As a consequence, the directors beheve that the company s
well placed to manage 1ts business nisks successfully in the present challenging economic environment

The company has an adequate level of financial resources, including £4 5 mullion of cash at bank and net current
assets of £8 1 mullion  Furthermore, the company has no bank debt or other financial labudities with any restrictive
or tinancial covenants 1t has long established relationships with a large number of advisers, product providers and
suppliers across a diverse geographicat area within the U K, with no significant credit sk exposure 1o any single
counterparly The company also enjoys the continuing support ot its ultimate parent undeitaking

As stated in Note 2, taking these factors mito account, and afler making enquiries. the directors have a reasonable
expectation that the company has adequate resources to continue trading successfully and fully comply with its
regulatory requirements for the foreseeable future  Accordingly, they continue to adopt the going concern basis 1n
preparing the Annual Report and Financial Statements

DISCLOSURE OF INFORMATION TO AUDITORS
In the case of each of the puisons who are directors of the company at the date when this icport was approved

e 50 far as each of the directors 1s awaie, there 15 no relevant audit information (as defined i the Companies
Act 2006) of which the company’s auditors are unaware, and

» each of the direclors has taken all the steps that he/she ought to have taken as a direclor to make
himselffherself aware of any relevant audit information {as defined) and to establish that the compamny’s
guditors are aware of that imformation

This confiimation 15 given and should be interpreted 1n accordance with (he provisions of Section 418 of the
Companies Act 2006

Deloitte LIP have expressed thewr willingness to continue 1n oflice as auditors

Approved by the Board of Directors

and s on behalf of the Board
M JO’Bricn
Director

20th December 2011




TENETCONNECT LIMITED

DIRECTORS’ RESPONSIBILITIES STATEMENT

The directors are responsible for preparing the Annual Report and the financial statements 1n accordance with
applicable faw and regulations

Company law requires the directors o prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements w accordance with International Financial Reporting
Standards (IFRS8s) as adopted by the European Union  Under company law the directors must not approve the
financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the company
and of the profit or loss of the company for that period In preparing these financial statements, lnternational
Accounting Standard 1 requires that directors

s properly select and apply accounting policics,

s present information, including accounting policies, in a manner thal prowvides relevant, reliable, comparable and
understandable information,

e provide additional disclosures when compliance with the specific requnements in IFRSs are insufficient to
enable users to understand the impact ot particular tiansactions, other evenis and conditions on the entity’s
financial position and financial performance, and

* make an assessment of the company’s abthity to continue as a going concern

The directo1s are responsible for keeping adequate accounting records that are sulficient to show and explamn the
company’s transactions and disclose with reasonable accuracy at any time the financtal position of the company and
enable them to ensure that the financial statements comply with the Compames Act 2006 They are also responstble
for sateguarding the assets of the company and hence for taking 1casonable steps for the prevention and detectton of
fraud and other rregulanities




INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
TENETCONNECT LIMITED

We have audited the financial statements of TenetConnect Limited for the year ended 30 September 2011 which
comprise the income statement, the balance sheet, the statement of changes in equity, the cash flow statement and the
related Notes 1 to 19 The financial reporting framework that has been applied in their preparation 1s applicable law
and International Financial Reporting Standards (IFRSs) as adopted by the European Unton.

This report 1s made solely to the company’s members, as a body, in accerdance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them n 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 1eport, or for the opinions we have formed.

Respective responsibiities of directors and auditors

As explained more fully in the Directors’ Responsibilities Statement, the directors are responsible for the preparation
of the financial statements and for betng sauisfied that they give a true and fair view Qur responsibility 1s to audit
and express an opimon on the financial statements in accordance with apphicable law and Internationa! Standards on
Auditing (UK and heland) Those standards require us o comply with the Auditing Practices Board’s Ethical
Standaids for Auditors

Scope of the audit of the financial statements

An audit involves obtaiming evidence about the amounts and disclosures in the financial statements sufficicnt to give
reasonable assurance that the financal statements are free from material misstalement, whether caused by fraud or
error  This includes an assessment of whelher the accounting policies are appiropniate to the company's
circumnstances and have been consistently apphied and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall presentation of the financial statements In addition, we
read all the financial and non-financial mformation i the annudl report to 1dentity material inconsistencies with the
audited financial statements If we become aware of any apparent material misstalements or inconsistencies we
consider the implications for our report

Qpinion on financwl statements
In our opruon the financial statements

e give a true and tair view of the state of the company’s alTawrs as at 30 September 2011 and of «ts profit for the
year then ended,

¢ have been properly prepared in accordance with IFRSs as adopied by the European Union, and

*  have been prepared 1n accordance with the requircments of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opmion the information given 1n the Dircelors™ Report for the financial year for which the financral statements
are pirepared 1s consistent with the financial statements




INDEPENDENT AUDITORS’ REPORT TG THE MEMBERS OF TENETCONNECT
LIMITED (CONTINUED)

Matters on which we are required to report by exception

We have nothing to report n respect of the following matters where the Companies Act 2006 requires us to report to
you 1f, 1n our opimon

¢ adequate accounting 1ecords have not been kept, or returns adequate for our audit have not been received from !
branches not visited by us; or

*  the financial statements are not in agreement with the accounting records and returns, or
*  certamn disclosures of directors’ remuncration speaified by law are not made, or

¢ we have not recerved all the tnformation and explanations we require for our audit

v —

Stephen Williams

Senior Statutory Auditor

Fou and on behalf of Dclostte LLP

Chartered Accountants and Statutory Audilor
Leeds

United Kingdom

20th December 2011




TENETCONNECT LIMITED

INCOME STATEMENT
Year ended 30 September 2011

REVENUE
Cost of sales

Gross profit
Operating expenses

OPERATING PROFIT

Interest recervable and similar income
Interest payable

PROFIT ON ORDINARY ACTIVITIES BEFORE
TAXATION
Tax expense

PROFIT ATTRIBUTABLE TO THE EQUITY
SHAREHOLDER OF THE COMPANY

Note

~1 &

L =)

Year ended Year ended
30 September 30 September
2011 2010
£ £
38,461,885 31,061,836
(31,872,244) (24,838,336)
6,589,641 6,223,500
(5,500,616) (4.657.942)
1,089,025 1,565,558
90,378 57,203
(3) (14,987)
1,179,398 1,607,774
(115,804} (218,273)
1,063,594 1,389,501

There was no recognised income and expenditure in the current or preceding years other than the profit for the year
as shown above and consequently no statement of comprehensive income has been presented.

All amounts relate to continwing operations

The accompanying noles form an integral part of these financial statements




TENETCONNECT LIMITED

BALANCE SHEET
At 30 September 2011

Note
NON-CURRENT ASSETS
Intangible fixed assets 11

CURRENT ASSETS
Trade and other recewvables 12
Cash and cash equivalents

CURRENT LIABILITIES
Trade and other payables 13

NET CURRENT ASSETS

NON-CURRENT LIABILITIES
Provision for liabtlities 14

NET ASSETS

EQUITY

Equity sharcholder’s funds

Called-up share capital 15
Share premium account

Capnal redemption rescrve

Retamned earmings

TOTAL EQUITY

30 September 30 September
2011 2010

£ £
703,928 737,876
6,521,471 5,924,306
4,470,309 4,768,718

10,991,780 10,693,024

(2,854,981) (2,368,662)
8,136,799 8.324,362

(4,144,979) (4,915,014)
4,695,748 4,147,224
792,416 792,416
42,084 42,084
75,000 75,000
5,786,248 3,237,724
4,695,748 4,147,224

These financial statements were approved by the Board of Directors on 20" December 2011

Signed on behalf ot the Board of Directors

T\ Ao

M O Youngman
Director

N—

Company Regtstration Number 2654877

The accompanying notes {orm an integral part of these financial statements




TENETCONNECT LIMITED

STATEMENT OF CHANGES IN EQUITY
Equity attributable to the equity shareholder of the company

Share Capatal

Share Premium Redemption Retained Total

Capital Account Reserve Earmngs Equity

£ 3 £ £ £

Balance at 1 October 2010 792,416 42,084 75,000 3,237,724 4,147,224

Profit for the financial year - - - 1,063,594 1,063,594
Dividends paid (Note 10) - - - (515,070) (515,070

Balance at 30 September 2011 792,416 42,084 73,000 3,786,248 4,695,748

Balance at 1 October 2009 792,416 42,084 73,000 3,631,159 4,540,659

Profit for the financial year - - - 1,389,501 1,389,501
Dvidends paid (Note 10) - - - (1,782,936) (1782,936)

Balance al 30 September 2010 792,416 42,084 75,000 3,237,724 4,147,224




TENETCONNECT LIMITED

CASH FLOW STATEMENT
For the year ended 30 September 2011

Cash flows from operating activities
Profit on ordinary activities after taxation for the financial year

Adjustments for

Tax expense

Amortisation charges

(Decrease)/increase in piovistons for habihties

Interest receivable

Interest payable

Operating cash flows before movements in working capital

Decrease i trade and other receivables
Increase in trade and other payables

Cash generated by operations

Interest pamd
Taxation paid

Net cash generated by operating activities

Investing activitics

Interest received

Cash advances and loans made to other parties
Repayment of advances and loans made to other parties
Net cash used in investing activities

Fimancing activities

Dividends pad

Net cash used in financing activities

Net (decrease)/increase i cash and cash equivalents
Cash and cash equivalents at beginming of financial year

Cash and cash equivalents at end of financial year

Year ended Year ended
30 September 30 September
2011 2010
£ £
1,063,594 1,389,501
115,804 218,273
33,948 45,612
(770,035) 810.357
(90,378) (57,203)
5 14,987
352,938 2,421,527
107,336 3,657,772
486,483 182,901
946,757 6,262,200
&) (19)
(115,804) (88,300)
830,948 6,173,881
90,214 54,753
(1,713,058) (321,226)
1,008,557 83,058
(614,287 (183,415}
(515,070) (1,782,936}
(515,070) (1,782,936)
(298,409) 4,207,530
4,768,718 561,188
4,470,309 4,768,718

Cash and cash equivalents (which are presented as a single class of assets on the face of the balance sheet) compnise
cash at bank and other short-term highly liquid investments with a matunity of three months or less

10




TENETCONNECT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 September 2011

1 GENERAL INFORMATION

TenetConnect Limited 15 a company incorporated in England and Wales under the Companes Act 2006. The
address of the registered office 1s given on page 1 The nature of the company’s operations and its principal
activities are set out in the Directors’ Report on page 2

At the date of authonisation of these financial statements, the follow:ng Standards and Interpretations which
have not been applied in these financial statements were in tssue but not yet eftective.

IAS 1 Amendments to IAS I - Presentation of Financial Siatements

1512 Amendments 10 IAS 12 — Income Taxes

4519 Revision of IAS 19 — Cmployee Benefits

IAS 24 Revision of IAS 24 — Related Party Disclosures

145 27 Revision of I4S 27 — Separate Financial Statements

A8 28 Revision of [AS 28 — Invesiments in 4ssociares and Joint Ventut es

IFRIC 14 [AS 19 ~ The Limut on a Defined Benefit Asset, Minumum Finding Requirements and therr
Interaction

IFRS 7 Amendments 10 IFRS 7 — Financial Instruments Disclosies

IFRS 9 Financial Insti uments

IFRS 10 Consohdated Financial Statements
IFRS 11 Jornt Arrangements

IFRS 12 Dusclosure on fnterest in Other Eniities
IFRS 13 Fair Value Measwu ement
Improvements to IFRSs 2010

The company has not elected 1o adopt these changes early in these financial statements The directors
anticipate thal the adoption of these Standards and Inteipietations i tuture periods will have no matenal
mmpact on the financial statements of the company

2 ACCOUNTING POLICIES

Basis of preparation

The accounts have been prepated in accordance with applicable law and Inteinational Financial Reporting
Standards (“IFRSs™) as adopted by the European Union and therefore the company financial statements
comply with Article 4 of the EU IAS Regulation

Results for the comparative year have been prepared on the same basis as the 2011 results

As stated 1n the Directors” Report, after making enquiries the directors have 2 reasonable expectation that the
company has adequate resources to continue trading successfully and lully comply with its regulatory
requirements for the foresecable futmie  Accordingly, they continue to adopt the going concern basis 1n
preparing the Annual Report and Mnancial Statements

The financial statements have been prepmed on the historical cost basis  The principal accounting policies
adopted are sct out below

Goodwill

Purchased goodwill, representing the excess of the lair value of the consideration paid and associated costs
over the fair value of the separable net assets acquired on the acquisition of a business, 1s capitalised and 13
subject to an annual iImpairment review  Any imparment identified 1s recognised immediately in the income
statement and is not subsequently reversed  For the purposes of tmpatrment testing, cash gunerating umits to
which goodwill has been allocated are tested annually using the latest forecasts of futurc cashilows to which
an appropriate discount factor 1s applied Cashflows are projected for a period of ten years, based upan
budgets and detarled forecasts for the first two years, followed by a giowth rate in subscquent years in line
with the directors’ expectation and eaperience of each cash generating unit  The base discount factor applied
1o the projected cashflows 1s 10% plus the Bank of England interest base rate, with a mimmum of 12%
However, where the directors deem the nisk Lo be greater than this base discount laclor for a cash generating
unit, then the rate 1s increased accordingly

11




TENETCONNECT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 September 2011

2

ACCOUNTING POLICIES (CONTINUED)
Intangible Assets

Intangible assets are stated at cost net of amortisation  Amortisation 1s provided at rates calculated to write
off the cost of each asset over its estimated useful economic life

Trade recewvables

Trade recervables are measured at inttial recogrition at fair vajue and are subsequently measured at amortised
cost using the effective interest rate method where the effect 1s matenal Appropriate allowances for
estimated irrecoverable amounts are recogmsed in the income statement when there 1s objective evidence that
the asset 15 1mparred. The allowance recognised 1s measured as the difterence between the asset’s carrying
amount and the present value of the estimated tuiure cash flows discounted at the effective interest rate
computed at imtial recognition where the effect 1s material

Cash and cash equivalents

Cash and cash equivalents compnise cash in hand and demand deposits and other short-term highly liquid
mvestments that are readily convertible to a known amount of cash and are subject to an msigmificant risk of
changes 1n value

Financial habilities and equity

Financial habilities and equity instruments are ciassified according to the substance of the contractual
arrangements entered into  An cquity instiument 15 any contract that evidences a residual interest 1n the assets
of the company after deducting all of its labihties

Trade payables

Trade payables are imtially mcasured at fair value and are subsequently measured at amortised cost, using the
effective intciest rate method where the effect 1s material

Equuty instruments
Equity instruments 1ssued by the company are recoided at the proceeds 1eceived, net of direct 1ssue costs
Provisions

Provisions are recogmsed when the company has @ present obhgation as a result of a past event and 1t 15
piobable that the company will be required to sellle that obligation Piovisions are measured at the directors’
best estimate ol the expenditure required to settle the obligation at the balance sheet date and are discounted
to present value where the effect 1s material

The two most significant provisions are
Commussion clawback

The company makes a provision n respect of commissions received on “indemnity™ terms whereby
commission amounts are repayable if policies are cancelled subsequent to their sale This provision s
estimated based on historic data All commssion amounts previously pawd in respect of such cancelled
policies are recharged (n their entirety o the relevant Appointed Repiescntatives Where the collection of
such recervables 15 doubtful, the company makes an appropriate provision (see Notes 12 and 14}

Ciatms payable

In the noimal course of business the company receives queries and complaints regaiding the sale of regulated
financial products Where appiopriate these are investigated m accordance with the company’s procedures In
some nstances compensation may be payable Based upon the expenence of the company, an esttmate of the
total compensation which may become payable 15 calculaled  These amouats, (f they become payable, will
usually be recovered from either Professional Indenminity insurers and/or the Appowted Representative
tesponsible for giving the advice aboul which the complaint was made (sce Notes 12 and 14) Where the
collection ot such receivables 1s doubtful. the company makes an appiopriale provision




TENETCONNECT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 September 2011

2

ACCOUNTING POLICIES (CONTINUED)
Revenue

Revenue is measured at the farr value of the consideration received or receivable and represents commssions
receivable, other amounts recervable from product providers and sales of services provided 1n the normal
course of business, net of discounts, VAT and other sales related taxes All cevenue arises 1n the United
Kingdom [mtal commussions are accounted for when policies are accepted by the product providers, or
mortgages complete, whilst renewal commissions are accounted for when received Related amounts of
commussion due o the company’s agents (Appomted Representatives) are included in cost of sales and trade
creditors

Due to the nature of the company’s business, 1t 15 not possible to precisely determine a( the date of the
accounts which policies have been accepted by the pioduct providers or mortgages completed where
commussions have not yet been received by these companies  As a consequence, an estimate of the amounts
owed by product providers 1s included in the financial statements This estimate 15 based upon historic data
regarding the value of policies submutted to the product providers and deemed to be on nisk, for which
commussion has been recerved over the preceding two-year period up to 30 September annually. The
divectors review the basis of this estimate to ensure the adequacy of these calculations

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax

The tax currently payable 15 based on taxable profit for the year Taxable profit differs fiom net profit as
reported 1n the income statement because 1t excludes items of income or expenses that are taxable or
deductible 1n other years and it further excludes lems that are never taxable or deductible The company’s
hahty for current tax, inctuding UK corporation lax, 1s piovided at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted or substantively enacted by the balance sheet
date

Deferred tax s recogmsed n espect of all tming differences that have onginated but not reversed at the
balance sheet date where tiansactions or evenls that 1esult in an obligation to pay more tax in the future or a
right to pay less tax in the future have occurred at the balance sheet date  Timing differences are differences
between the company’s taxable profits and i1ts results as stated n the financial statements that arise from the
inclusion of gains and losses n tax assessments in penods different from those i which they are recogmsed
in the financial statements

A net deferred lax asset 15 regarded as recoverable and therefore recogmised only when, on the basis of all
avallable evidence, 1t can be regarded as maore likely than not that theic will be suitable taxable profits from
which the future reversal of the undeilying tiring differences can be deducted

Deferred tax 1s calculated at the tax rates that aic expected to apply in the period when the habthty 1s settled
or the asset 15 1ealised Deferred tax 1s charged o ciedited to the income slatement, except when it relates to
items chaiged or credhited dircctly to equuty, in which case the deferred tax 15 also dealt with in equity

Deferred tax 1s measured at the average tax rates thal are expected to apply 1n the perod in which the timing
ditferences are eapected to reverse, based on tax 1ates and laws that have been enacted or substantively
enacted by the balance sheet datc  Unless the etlect ol discounting 1s material, deferred tax 1s measured on a
non-discounted basis

Pension costs

The company contributes to a defined contribution punsion scheme adninistered by another Group company
The amount charged to the income statement relates to the contributions payable in the year Differences
anising between contributions payable n the year and contuibutions actually paid are shown as either accruals
ot prepayments 1n the balance sheet.




TENETCONNECT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 September 2011

3

PRINCIPAL RISKS AND UNCERTAINTIES

The busmess 15 active 1n the sale of iegulated financial products and advises customers as to therr
appropriateness As a consequence, the company’s activities are regulated which gives rise to a number of
nisks, ncluding censure by the FSA  Such nisks may manifest themselves financially through compensation
payable regarding the sale of financial products (see Notes 2, 12 and 14) and fines imposed by the FSA for
regulatory bieaches The company operates a strict compliance 1egime, includimg regular audits of iis
Appointed Representatives, to mitigate such risks and has arranged professional indemmity insurance which
conforms to the requiiements of the FSA

The busmness receives commission for the sale of financial products trom lhife compames and mortgage
lenders Some commission payments are recerved on an *indemnity” basts and may become repayable 1n the
event that a policy 1s cancelled subsequent to its sale Where such clawbacks of commission occur, the
company recharges a proportion of such amounts to the 1elevant Appointed Representative (see Notes 2, 12
and 14) As a consequence, to mitigate the nisk of accepting commission on an indemmty basis, the company
moniters such activity and the ability of its Appointed Representatives to service their clawback habilities to
the company

Competitive pressure 1s a continuing risk for the company, which could result in it losing sales to its key
competilors  The company manages this rish by pioviding added value services to its Authorised
Representatives, having fast 1esponse times not only in supplymg products and services but in handling all
Authorised Representatives queries and by mamntaiming strong relationships  with its  Authorised
Representatives

Group risks are discussed 1n the ulumate parent undcrtaking s annual 1eport which does not form part of this
rcport

CRITICAL ACCOUNTING ESTIMATES

[FRSs require critical accounting estimates to be dentified  Within these financial statements the following
fall under this category

* Revenue recognition including caleulaton of commissions owed by deblors — sce Naote 2,
»  Piovisions {or comnussion clawback — see Notes 2, 12 and 14,

»  Provisions for claims payable — see Nolus 2, 12 and 14, and

*  Accounting for goodwill — see Notes 2 and 11

In relation to each of the first thiee items, whilst the estimates are critical, there 1s both a hability and
recoverable such that the net exposure 15 mitigated and not significant

INFORMATION REGARDING DIRECTORS AND EMPLOYEES

All staft utihsed by the company n the delivery ol its services ale employed by Tenet Group Limited  Tenet
Business Solubions Limated 15 responsible for the payment of the remuneration of all Tenct Group Lumited
employees, including the directors of the company, and it receives recompense from the company In respect
of this service through management recharges which aic allocated on a tme incutred basis

14




TENETCONNECT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 September 2011

S

INFORMATION REGARDING DIRECTORS AND EMPLOYEES (CONTINUED)

The amounts disclosed below relate to amounts recharged to the company by Tenet Business Solutions

Limited 1n respect of the remuneration of directors and employees utihsed by the company

The remuneration of the directors was as [ollows

Year ended Year ended
30 September 30 September
2011 2010
£ £
Emoluments 267,894 259,131
Company contributions to money putchase pension schemes 34,641 32,311
302 535 291,442
Emoluments of the lighest paid director including pension contributions 91,061 79,688
The number of directors who were members ot pension schemes was as follows
Year ended Year ended
30 September 30 September
2011 2010
No No.
Money purchase pension schemes 7 7

Year ended

Year ended

30 September 30 September
2011 2010
No No.

Average number of persons employed (including directors)
Directors 8 8
Admimstration and consultancy 63 60
71 68
Year ended Year ended
30 September 30 September
201 2010
£ £

Staff costs during the year (including directors)

Wages and salartes 2,323,938 1,819,020
Social secunty costs 243611 187,166
Other pension costs 136,162 133,477
2,703,711 2,139,663
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INTEREST RECEIVABLE AND SIMILAR INCOME

Other interest
Bank interest

INTEREST PAYABLE

Other 1nteiest
Bank inicrest

PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION

Profit on ordinary activities before taxalion s stated after charging

Intra-Group recharges

Amortisabon of intangible assels

Auditors’ 1cmuneration

- fees payable to company’s auditors for the audit of the company’s
annual accounts

StafY costs (Note 5)

Restructuring costs

Year ended Year ended
30 September 30 September
2011 2010

£ £

56,348 16,492
34,030 40,711
90,378 57,203

Year ended Year ended
30 September 30 September
2011 2010

£ £

14,987

3 -

5 14,987

Year ended Year ended
30 September 30 September
2031 2010

£ £

234,208 98,865
33,948 45,612
35,218 34,082
2,703,711 2,139,663
146,623 -
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10

TAX EXPENSE

Analysis of charge in year at 27% (28% in 2010)

Current tax at 27% (28% wn 2010)
Adjustments 1n respect of prior year
Group relief 1ecoverable

Tax expense onr profit on ordinary acfivities

Factors affecting tax on profit on ordinary activities in year
Profit on ordinary activities before tax

Tax on profit on ordinary activiies at UK standard rate of 27%
(28%1n 2010)

Effects of

Group relicl claimed

Transfer pricing adjustment

Adustments to tax charge 1n respect of puor periods

Tax expense on profit on ordinary activities for year

Year ended Year ended
30 September 30 Septembey
2011 2010
£ £
- 3
115,804 218,270
115,804 218,273
1,179,398 1,607,774
318,437 450,177

- (117,521)

(202,633 (114,386)
- 3
115,804 218,273

On 22 June 2010, the UK government anncunced proposals to 1educe the maimn rate of corporation tax [rom
28% to 24% over 4 years with effect from 1 Aprit 201t Tollowing these announcements, the reduction of the
rate 10 27% from 1 April 2011 was enacted by the Minance {no 2} Acl 2010 which was given Royal Assent on

27 luly 2010

In additton, changes to capital allowances 1egime weie proposed including a reduction n the rate of capital
allowance on plant and machinery additions from 20% to 18% with cilect fiom | Apeil 2012

DIVIDENDS

[Dwidends paid of 65 pence per ordinary share (2010 225 pence)

Year ended Year ended
30 September 30 September
2011 2010

£ £

515,070 1,782,936
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11 INTANGIBLE FIXED ASSETS

Intangible
Assets Goodwill Total
£ £ £

Cost
At 1 October 2010 356,357 589,892 946,449
Additions - - -
At 30 September 2011 356,557 589,892 946,449
At 1 October 2009 356,557 589,892 946,449
Additions - - -
At 30 September 2010 356,557 589,892 946,449
Amortisation
At 1 October 2010 208.573 - 208,573
Amortisation charge for the year 33,948 - 33,948
At 30 September 2011 242,521 - 242,521
At 1 October 2009 162,961 - 162,961
Amorusation charge for the year 45,612 - 43,612
At 30 Seplember 2010 208,573 - 208,573
Net book value
At 30 September 2011 114,036 589,892 703,928
At 30 September 2010 147,984 589,892 737,876

On 6 March 2006, the company acquired the trade and certain asscis and hiabihties of Berkeley Independent
Adwisers Limited and Berry Birch & Noble Financial Planning Limited  The mtangible assets element of the
acquisilion 15 comprised of the customer rights and records and amortisation 15 provided at rates calculated 0
write off the cost of each assect over its estimated usetul economic hie
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TRADE AND OTHER RECEIVABLES
30 September 30 September

2011 2010
£ £
Due within one year

Trade receivables 6,122,617 5,102,725
Allowance for doubtful debt (661,605) (776,281)

Amounts owed by group companies 1,060,459 1,596,652

Other debtors - 1,210

6,521,471 5,924,306

Included in trade receivables 1s £1,175,306 (2010 £1,169,246) that relates to amounts recoverable in relation
to commission clawbacks (sce Notes 2 and 14) £1,898,608 (2010 £2,042,791) that relates to amounts
recoverable in relation to claims payable (sec Notes 2 and 14) and £1,094,533 (2010 £390.031) that 1elatcs
to the proviston of secured loans as part of the company s ongoing support for its appointed representatives

Included within the company’s trade receivable balance are debtors with a carrying amount of £l (2010
£ml) which are past due at the reporting date for which the company has not provided as there has not been a
significant change i credit quality and the duectors believe that the amounts are stll recoverable

The drectors consider that the carrying amount of tade and other receivables approximates their fatr value

MOVEMENT IN THE ALLOWANCE FOR DOUBTFUL DEBTS Year ended Year ended
30 September 30 September
2011 2010
£ £
Opcrung balance 776,281 514,144
Amounts owed by debtors resulting n an increase in the proviston 195,998 508,695
Amounts wnitten off duting the year (139,343} {87,906)
Amounts 1ecovered during the year (171,331} (158,652)
Closing balance 661,605 776,281

The company reviews all trade receivables for 1ecoverability and makes a provision fou the proportion of the
debt whtch s judged to be irrecoverable

TRADE AND OTHER PAYABLES
30 September 30 September

2011 2010

£ £

Trade payables 2,507,692 1,305,594
Amounts owed to group companies 246,035 938,831
Other creditors 55,547 57,695
Accruals and deferred income 36,696 I9,(-)39
Other taxation and social secuiity 9,011 47,503
2,854,981 2,368,662

The directors consider that the cairying amount of tiade and other payables approximates their fair value
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16

PROVISION FOR LIABILITIES

Clawmns Commission
payable clawback
provision provision Total
£ £ £
At 1 October 2010 3,628,869 1,286,145 4,915,014
Provision utilised 10 the year (350,517) (613,649) (964,166)
Proviston released 1n the year (943,096) - (943,096)
New provision added in the year 514,745 622,482 1,137,227
At 30 September 2011 2,850,001 1,294,978 4,144,979

Claims payable provision

The claims payable provision 1s n respect ot amounts that may be payable to the customers of the firm
following a review of the sales process of the individual cases involved These amounts, if payable, will
usually be recovered from Protessional Tndemnily insurers less a policy excess (sce Notes 2 and 12), and the
policy excess 18 usually recovered fiom the Appointed Representauve responsible for the individual case  The
directors expect this prevision to be utilised over the next 5 years

Commission clawback p1ovision

The commussion clawback provision relates to commssion receipts subsequently repaid should policics be
cancelled after their sale  All comnussions picviously paid in respect of such cancelled policies will usually
be recovered from the relevant Appointed Repiesentative (sce Notes 2 and 12) The directors expect this
provision to be utilised over the next 4 yeais

SHARE CAPITAL
30 September 30 September
2011 2010
£ £
Authorised
1,000,000 {2010 1,000,000) Ordinary sharcs of £1 each 1,000,000 1,000,000
Allotted, called-up and fully pad
792,416 (2010 792,416) Ordinary shares of £1 cach 792,416 792,416

ULTIMATE PARENT UNDERTAKING AND CONTROLLING PARTY

The company 15 a wholly owned subsidiary of [cnet Limited, a company incorporated in England and Wales
The directors consider that Tenet Group Limited. also a company ncorporated in England and Wales, 15 the
company’s ultimate parent undertaking

Tenet Group Limited 15 the smallest and largest gioup mn which the results of the company are consohdated
Copies of the accounts of Tenct Group Limuted are available fiom 5 Lister Hill, Horstoith, Leeds, L8138 5AZ
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CONTINGENT LIABILITY

Barclays Bank PLC holds a fixed and floating charge over all assets of the company both present and future.
The company has provided a joint and several guarantee with TenetConnect Services Limited and TenetLime
Limited to the Group’s bank in respect of the Group’s bank boriowings The guarantee 1s limited 1o the sum
of £300,000 plus interest, charges and costs mcurred by Barclays Bank PLC n the recovery of such

guaranteed amounts.

TRANSACTIONS WITH RELATED PARTIES

There were no related party transactions dunng the year other than movements in balances between the
company and Tenet Group Limited and/or its wholly owned subsidianes as follows

Transactions with Teanet Group Limited (“ultimate parent™)

Net amounts owed to ultimate parent at start of financial year
Receipts from ultimate parent
Payments to ultimate parent

Net amounts owed Lo ultimate parent at end of financial year

Transactions with subsiharies of Tenet Group Limited (“Group
Compantes™)

Net amounts owed by Group Companies at start of financial year
Receipts from Group Companies
Payments to Group Compames

Net amounls owed by Group Compantes at end of financial year

Year ended
30 Scptember

Year ended
30 September

2011 2010
£ £
{692,500) (696,500)
(763,000} (700,000)
1,457,500 704,000
- (692,500)
Year ended Year ended
30 September 30 September
2011 2010
£ £
1,330,321 5,745,251
(3,971,591) (12,121.470)
5,435,694 7.726,540
814,424 1,350,321

Transactions with key management personne! are admimstered by another group company (see Note 3)
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FINANCIAL INSTRUMENTS
Capital Risk Management

The board reviews the company’s capital position on a monthly basis taking into account the regulatory and
operational requirtements of the company Based on this review, the board balances its capital stiucture
through the payment of dividends to or a request for funding from its parent company

The FSA directly regulates the company and receives intormation in respect of its financial resources on a
quarterly basis The management of the capital of the company 15 closely momtored o ensure comphiance
with the requirements of the capital and expenditure based tests of the FSA

The Group’s capital strategy remains unchanged from 2010
Sigmificant Accounting Policies

Detarls of the significant accounting policies and methods adopted, including the cnitena for recognition, the
basis of measurement and the basis on which income and eapenses are recogmsed, in respect of each class of
financtal asset, financial liatnlity and equity instrument are disclosed in Note 2 1o the financial statements

The company’s financial (nstruments are catcgornised in the table below

30 September 30 September

2011 2010
£ £
Financial Assets

Cash 4,470,309 4,768,718
Loans and receivables from group companies 1,060,459 1,596,652
Loans and receivables fiom trade customers 3,048,703 1,891,898
8,579,471 8,257,268

Financial Lwabilities
Loans and amounts owed to group companies 246,035 938,831
Amounts owed to trade customers 2,563,239 1,363,289
2,809,274 2,302,120
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FINANCIAL INSTRUMENTS (CONTINUED)
Credat Risk

Credit nisk 1s the nsk of loss 1f another party farls to perform its obligations or farls to perform them i a
timely fashion The company’s credit risk 1s primanily attnbutable to trade receivables and the proviston of
secured loans as part of the Group s ongoing support for its Appomnted Representatives The Group's credit
control function continually reviews outstanding chent balances for recoverability and reports on these to
management These balances are then impaired where management’s opinion 1s that the balance 1s not fully
recoverable Credit nisk 1s mutigated by the fact that amounts owed by Appointed Representatives can be
offset against amounts owed to the Appointed Representatives and company policy 1s to deal only with
creditworthy counterparties  Trade recervables and other debtors from Appointed Repiesentatives consist of
a large number of customers and are spread acioss a diverse geographical area within the U K The company
does not have any sigmificant credit nsk expasure (¢ any single counterparty

The credit nsk on recervables due from product providers 1s hmited due to the FSA requirements on these
companies to maintan g sutlicient level of capital to meet their current hiabiities  These receivables are due
from a large number of product providers and me payable to the company within one month of the obligation
arising The balances due from trade customers are comprised of trade receivables and other debtors, less the
amounts recoverable in relatton to commission clawbacks and claims payable (see Notes 2, 12 and 14) The
company holds no collateral over these balances

Credit nisk on cash balances 1s managed through the lodgement of such balances through a number of
financial institutions A sigmificant propoition of the loans and 1eceivables from group companies 1¢late to
cash balances transferred to another group company to place on treasury deposit, so as to obtain wieater
teturns on such deposuts  Credit nisk on this balance 1s managed m this other group company n the same way
as cash balances are 1n the company

The maximum company cxposure to credit nisk al the repoiting date was £8,579,471 (2010 £8,257 268)
These balances are comprised of 2!l financial asscts

Market Risk

Market risk 1s the risk that arises from adveise movements 1n cquity, bond, interest rate, foreign exchange or
other lraded markets The company’s eaposurc to market tisk arises solely 1n relation to intercst rate
fluctuations on the returns from its capital which 1s not hedged and a number of loans made to Appointed
Representatives  Group lieasury policy 1s to maxinuse credit interest whilst maintaining sufficient hquidity
within each group company n order to meel operational and regulatory requirements.

The interest rate sensitivity analysis below 1s based upon reasonably possible changes in interest rale
scenarios At the reporting date a 0 50% increase or decrease in interest rates compared to actual rates would
incieasc/(deciease) the annval net interest reccivable by the following amounts

30 September 30 September

2011 2010

£ £

0 50% increase 26,776 25,441
0 50% decrcase (26,776) (25,441)

Liquudity Rask

Liguidity risk 1s the risk of not being able to mect hiabilities as they fall due The company 1s capitalised at a
level required to meet 1ts business and regulatory needs or alternatively, where 1equited, has borrowing
facilities avarlable Irom its parent company Responsibihty for hiquidity nsk management rests with the
company’s board which recerves infoumation on the company’s short teim requuements on a weckly basis
and medium to long term requirements on a monthly basis  Cash flow monitering and forecasting form part
of the reports regularly delivered to the company’s board which are also reported to the parent company
board Liquidity nisk on fnancial habditics 1s mitigated by the fact that a significant proportion of the
finanwial iabilities only become payable upen receipt of trade recevables Al financial liabilities are payablc
withlun threc months of the obligation ansing




