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HASTINGS INSURANCE SERVICES LIMITED

For the year to 30 June 2010

DIRECTORS' REPORT

The Directors submit their Report and Finantcial Statements ot the Company for the year ended 30 June 2010

PRINCIPAL ACTIVITY

The principal activity ot the Company 1s the proviston of msurance services

BUSINLSS REVIEW AND FUTURE DEVELOPMENTS

There have been no significant changes in the underlying activities of the Company during the year No significant changes i the nature of the business
are expected m 2011 and the Directors are confident that the Company will continue to be profitable during the coming year

On 31 Julv the net assets and trade of Renew Insurance Services Lunited ("Renew") a tellow subsidiary undertaking were transierred to the Company at
net book value

Performance and key performance Indicators
Tumover for the year was £58,017,892 (2009 - £47,845 366)

The profit tor the year after taxation amounted to £5,876,483 The profit afier taxation tor 2009 amounted to £1,204,668 (as restated) The Directors do
not recomrmend the payment ot a dividend

The Directors monttor the performance of the business through a number of hey performance indicators mcluding turnover, admimstration expenses and
average headcount

2010 2009 Change %

(As restated)
Turover £58,017.892 £47.845 366 2t 3%
Administration expenses £352 695 821 £53 268,137 (1 1%)
Average headcount 701 126 (3 4%)

The Directors were very pleased that turnover for the year to 30 June 2010 has increased over the previous year Admimistration expenses have also been
reduced as operational efticiency continues to be improved The Directors are optimistic and confident that the performance ot the Companv will
continue to show growth and improvement in 2011




HASTINGS INSURANCE SERVICES LIMITED

For the year to 30 June 2010

DIRECTORS' RLPOR | (continued)

HMRC assessment

On 23 September 2008 HM Revenue & Customs ("HMRC") 1ssued an assessment challenging the Company's VAT parual exemption siatus  The
Company does not agree with HMRC's opimion and has appealed against the challenge However as it 1s possible that HMRC's position may be upheld
the Company has made payments to HMRC for VAT on the basis ot the amounts claimed

Change of accounting policies

The Directors have identified that the treatment ot certain deferred marketing costs {as detailed in Note 2) whilst n line with acceptable accounting
practice did not retleet the most appropriate awcounting treatment or prevalent ndustry practice This has resulted in a change in the treatment of these
marketing costs onto a more prudent basis and necessitated a prior year restatement of the comparauves

FINANCIAL RISK MAMNAGEMEN]

The Company's opLrations expose 1t to a vanety of financial rishs that include the eficcts ot changes in credit nisk, hquidity nsk and interest rate nisk

The Company has an place a rish management programme that seeks to limut the adverse effects on the tinancial pertormance of the Company by
manitoring levels of debt finance and the related finance vosts

The Company's finance and compliance departments implement the policies set by the board of Dhrcctors

Competitive risk

Competittve pressure in the Uk 15 a continwing nish tor the Company which could result in it losing sales 1o its key competitors The Company maintains
a competitive panel of insurers and constantly resiews margins to ensure competitive pricing  The Company further manages this risk by providing added
value services to its customers having fast response tumes not only in supplying products but also in handling all customer quernes and by maintamning
strong relattconships with customers

Price risk

The Company 1s exposed to price risk due to normal inflationary increases in the purchase price of goods and services 1t purchases in the Uk

Credrt risk

The Company acts as an agent in broking insurable nisks and 1s not hable as principal for premiums due to underwnters premium refunds due to clients
or for «laims payable to chents  Consistent with this the Company has securcd nsk transfer agreements from its panel of underwnters

Where the Company offers premium finance to the poliy holders it becomes responsible for the collection of the premiums and effectively assumes the
credit nisk for the collection of this debt The Company has menitoring and debt collection procedures tn place to minumse this risk

Liquadiny risk

The Company actively maintains a mixture of cash and current asset investments to ensure the Company has sufticient available funds for operations and
planned espansions

Legislaiive Regulatory and Solvency risk

lhe Company actively montors its compliance and solvency requirements of the Financial Services Authority and 1s proactive in establishing robust
policies and procedurcs to ensure eftective complance

Interest rate risk
The Company has both interest beanng assets and hiabihities  Interest beanng assets include cash balances and money market hquidity tunds which camn
nterest at fixed and vaniable rates The Directors review the appropriateness of thus policy regularly




HASTINGS INSURANCE SERVICES LIMITED

For the year to 30 June 2010

DIRECTORS' REPORT (continued)

DIRLCTORS
The names of the curremt Dhrectors appear on page 1 There have been no changes in Directors in the year

As permitted by the Companies Act 2006, the Company has maintained insurance cover for Directors and ofticers against habilities ansing 1n relation to
the Company

FMPLOYEES

The Directors recognise that staff should be kept intormed, so far as practicable, on matters of interest and concern o them as employces Their views are
sought and taken 1nto account in making decisions whech aftect them Information s conveyed through meetings and the distnbution of cirgulars

Applications for employment by disabled persons are always fully considered bearing in mind the aptitudes and abilities of the applicant concerned In
the event of members of staft becoining disabled every eftort 1s made to ensure that their employment with the Company continues and that the
appropnate tramning is arranged

It 15 the policy ot the Company that the training, career deselopment and promotion ot a disabled person should as far as possible, be identical to that ot
a person who does not sufter trom a disability

PROVISION OF INFORMATION TO AUDITORS
Each of the persons who are Directors at the ttme when this Directors’ report 15 approved has confirmed that

- so far as that Director 1s aware, there 15 no relev ant audit information of which the Company’s auditors are unaware, and

. cach Dircctor has taken all the steps that ought to have been taken as a Director in order to be aware of any information needed
by the Companvy’s auditors 111 connection with preparing their report and to establish that the Company s auditor are aware ot
that information

AUMTORS
The auditors Rawlinson & Hunter will be proposed tor reappointment in awcordance with Section 485 ot the Companics Act 2006

By Order ot the Board

[ e

Darector
20 OORER Lo




HASTINGS INSURANCE SERVICES LIMITED

For the year to 3¢ June 2010

SIATEMENT OF THE DIRECTORS™ RESPONSIBILITIES I RESPRCT OF THE DIRFCTORS' REPORT AND THE FINANCIAL
STATEMENIS
The Directors are responsible tor preparing the Directors' Report and the financial statements in accordance with applicable law and regulations

Company Law requires the Directors to prepare financial statements for each financial year Under that law they have elected to prepare the financial
statements m accordance with Umited Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law)

Under company law the Directors must not approve the tinanciat statements unless they are satisfied that they give 4 true and fair view ot the state of
atlairs of the Company and ot the profit or loss of the Company for that period

In prepanng these financial statements the Darectors are required to
= seleet suntable accounting policies and then apply them consistently
» make judgments and estimates that are reasonable and prudent

« state whether appheable UK Accounting Standards have been ioflowed, subject to any matenal departurces disclosed and explamed in
the financial statements, and

+ prepare financial statements on the going concern basis unless it 1s mappropriate 1o presume that the Company will continue 1n
business

The Dircctors are respensible tor keeping adequate accounting records that are sutficient to show and explain the Companv's transactions and disclose
with riasonable accuracy at any time the financal position of the Company and enable them to ensure that the financiat stattments comply with the
Companies Act 2006 1hey are also responsible tor sateguarding the assets ot the Company and hence tor taking reasonable steps for the prevention anc
detection ot fraud and other irregularities



HASTINGS INSURANCE SERVICES LIMITED

For the year to 30 June 2010
INDEPENDENI AUDITORS® REPORT 10 THE MEMBERS OF HASTINGS INSURANCE SERVICFS LIMITED

We have audited the financial statements of Hastings Insurance Services Limited ("the Company™) for the vear ended 30 June 2010 which comprises the
Profit and Loss Account, the Statement of Total Recognised Gamns and [Losses, the Balanwe Sheet and the related notes The finanuial reporting
tramework that has been applicd in their preparation 1s apphicable law and United Kingdom Accounting Standards (United Kingdom Generally Acceptec
Accounting Practice)

This report 1s made solely to the Company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of the Companies Act 2006 Our audit work
has been undertaken so that we might state to the Company's members those matters we are required 1o state to thom in an auditor's report and for no
other purpose  To the fullest extent purmitted by law, we do not accept or assume responsibihity o anyone other than the Company and the Company’s
members as a body for cur audit work for this report, or tor the opinions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors' Responsibalities the Directors are responsible for the preparation of the financial statements and
for being sansfied that they give a true and fair view Our responsibility 1s to audit the financial statements i accordance with applicable law and
Intermational Standards on Audiimg (UK and Ireland) Those standards require us to comply with the Auditng Pracuces Board's Ethical Standards for
Auditors

Scope of the audit of the financial statements

An audit mvolves obtaining evidence about the amounts and disclosures 1n the financial statements sufficient to give reasonable assurance that the
financial statements are free from matenal missiatement whether caused by fraud or error This mcludes an assessment of whether the accounting
poticies are appropnate to the Company’s circumstances and have been consistently apphed and adequately disclosed, the reasonableness of signiticant
acLounting estimates made by the Dircctors, and the overall presentation ot the financial statements

Opinion on financial statements

In our opinton the financial statements

= give atrue and fair view ot the state of the Companv’s affairs as at 30 June 2010 and of its profit for the year then ended
*  have been properly prepared in accordance with Unued Kingdom Generally Accepted Accounting Practice and

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

Opmion on other matter prescribed by the Compames Act 2006

In our opinion the mformation given in the Directors’ report tor the finanaal period for which the financial statements are prepared (s consistent wath the
financial statements




HASTINGS INSURANCE SERVICES LIMITED

For the year to 30 June 2010

INDEPLNDEN1 AUDITORS® REPORT TO THE MEMBLERS OF HASTINGS INSURANCE SERVICES LINITED (continued)

Matters on which we are required to report by exception

We have nothing to report m respect of the following matters where the Companies Act 2006 requires us to report (o you if, i our opinion

+  adequate accounting records have not been kept, or retums 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

«  certain disclosures ot Dhrectors' remuneration specified by law are not made, or

*  we have not recerved ali the mformation and explanations we require for our audit

Kulwarn Nagra (Semior Statutory Auditor)
for and on behalf of Rawlinson & Hunter
Statutory Audhtor & Chartered Accountants
Eighth Floor

6 New Street Square

New Fetter Lane

London EC4A 3AQ

Qo O chelaa,

2010




HASTINGS INSURANCE SERVICES LIMITED

PROFIT AND LOSS ACCOUNT
For the Year to 30 June 2010

Year Ended Year Ended
Notes 30 June 30 June
2010 2009
{as restated)
£ £
TURNOVER 13 58017892 47 845 366
Administrauve expenses {52,695 821) (53,268 137)
OPERATING PROFIT/LOSS) 4 3,322 071 (5,422 771)
Interest recervable and similar mcome 6 526,664 1 068 041
Interest payable and similar charges 7 (933) (794 954)
PROFIT/ALOSS) ON ORDINARY ACTIVITIES BEFORE TAXATION 5847 802 (5,149 684)
Tax credit on profit/(loss) on ordinary activities ] 28 681 6,354 352
PROFIT ON ORDINARY ACTIVITIES AFTER TAXATION 17 5,876,483 1,204,668
Ali of the company's operations are «lassed as continuing
STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
for the year ended 30 June 2010
2010 2009
{as restated)
£ £
Profit for the financial year and total recogniscd gains and losses relating
to the year 5876483 1204 668
Prior year restatement 2 (2,107 231) -
Total gains and losses recognised since last annual report 3,769,252 1,204,668

The notes on pages 1{) to 20 form an intcgral part of these financial statements




HASTINGS INSURANCE SERVICES LIMITED

Company Number 3116518
BALANCE SHEET
As at 30 June 2010

Notes 2010 2009
(as restated)
£ £
FINED ASSETS
Investments 9 4033 561 -
Tangible assets 10 5576 154 4 409.675
9,609,715 4,409,675
CURRENT ASSETS
Debtors 11 91 065 872 48 668 264
Listed current asset ivestment 12 13 516 057 20,000,000
Cash at bank and 1n hand I(h) 19,473,933 15,354 270
124 055,862 84,022,534
CREDITORS Amounts falling due withtn one year 13 (105,958,262} (65 365,474)
NFT CURRENT ASSETS 18.097 600 18,657 060
TOTAL ASSETS LESS CURRENT LIABILITIES 27.707 315 23066 735
CREDIORS. Amounts falhing due after more than one year 14 (4,417,171) (3,.817,526)
PROVISIONS FOR LIABILITIES & CHARGES 5 (3 304,860) (5 140 408)
NET ASSETS 19,985,284 14,108,801
CAPITAL AND RESERVES
Called up share caprtal 16 22,980,000 22,980 000
Profit and loss account 17 (2994 716) (8 871 199)
SHAREHOLDERS' FUNDS - All equity 17 19,985,284 14,108,801

These financial statements were approved and authorised for 1ssue by the Board of Directors on _bD;tJM:QOIO
and were signed on its behalf by

-

L
i —

E Fitsyma
Director

The notes on pages 10 to 20 form an intergral part of these financial statements

-9.




HASTINGS INSURANCE SERVICES LIMITED

For the year to 30 June 2010

NOTES TO THE FINANCIAL STATEMENTS

{(a)

(b)

(<)

{d)

(€)

Statement of accounting policies

The tollowing acceunting policies have been applied consistently (n dealing with stems which are considered matenial in relation to the
Company's financial stateinents

Basis of preparation

T'he financial statements have been prepared under the historical cost convention 1n accordance with applicable accounting standards n the
United Kingdom, the Companies Act 2006 and on a going cancemn basis, which the Directors believe to be appropriate as they have
reviewed the business plans and cash flow torecasts ol the Company tor a period ot not less than 12 months from the date ot signing these
tinancial statements, which shows thar the Company has sufficient resources to meet its obligattons as they fall due

Group accounts

The Company 1s uself a subsidiary company and 1s exempt from the requirement to prepare group accounts by virtue ot section 400 of the
Companies Act 2006 These tinancial statements theretore present intormaton about the Company as an mdividual entity and not about its

group
Cash flow statement

The Company, being a subsidiary undertahing where 90% or more of the voting rights are controlled within the group whose consolidated
tinancial statements are publically available 1s exempt trom the requirement to draw up a cash flow statement in accordance with Financial
Reporting Standard |

lTurnover

Turnover represented by broherage commaission, 1s recognised when cover commenges with deterral of revenue tor ongoing contractual
obligations Policy fees incluching mid-term adjustments are recognised when recernved Premium finance fee income 1s recognised at the
inception ot the agreement when the Company has substantially met 1ts obligations which 15 considered to be at inception ot the agreement
with a deterral of revenue for associated tuture costs

Marketing costs

Marketing costs are expensed as incurred

The Directors have identified that the treatment ot certain deterred marketing costs directly related to the introduction of customers whilst in
Iine with acecptable accounting praciiee did not reflect the most appropriate accounting treatment ot prevalent tndustry practice This has
resulted in a change n the treatment of these marketing costs onto 4 more prudent basis and necessitated a prior year restatement of the
comparatives These marketing costs are now expensed as incurred  1he impact on these financial statements of this change in policy 1s
detailed 1n note 2




HASTINGS INSURANCE SERVICES LIMITED

For the year to 30 June 2610
NOTES TO THE FINANCIAL STATEMENTS (continued)

(0

(g}

(h)

(k}

Statement of accounting pohicies {continued)

Tangtble fixed assets

Tangible fixed assets excluding Capital Work in Progress are depreciated on a straight line basis aver therr usetul economic Iives and are
stated i the balance sheet at cost less accumulated depreciation All fined assets are depreciated over 4 years unless ther useful economuc
life is assessed to be shorter, in which case the shorter period 1s used With effect trom the begiming of the year computer sottware and
hardware 15 considered to have a usetul economic iife of 3 vears

Listed investments

Investments held as current assets are stated at the Tower of cost and net realisable value as detenmined by their quoted price at the balance
sheet date

Insurance debtors and creditors

Insurance brokers normally act as agents in placing the insurable risks of their clients with msurers and  as such, generally are not hable as
principals for amounts ansing trom such transactions Notwithstanding such legal relationships, debtors and creditors ansing lrom insurance
broking transactions are shown as assets and habilities in recogmition of the tact that the insurance broker 1s entitled to retain investment
income on any cash flows arising from such transactions

Balances arising trom msurance brohing transactions included under debtors and creditors are only offset to the extent permitted under the

prosistons of Financial Reporting Standard 5 “‘Reporting the substance of transactions’

The Company uses a trust account to hold premrium and Insurance premium tax (IPT) receipts Eamed commussions are deducted prior to
onward payment to isurers Trust account balances amounting 1o £749,661 (2009 - £2 591,145) are included in the Company's Cash and
Bank balances which are stated in these financial statements at £19 473 935 (2009 - £15,334 27

Leasing commitments

Assets held under finance leases are capitalised in the balance sheet and are depreciated over thewr usetul lives [he capital clement ol tuture
obligations under finance leases 1s included within habilities in the balance sheet and the interest element of obligations under finance leases
ts expensed on a sum of digits basis over the term of the lease

Rentals payable under operating leases are expensed on a straight line basss over the term ot the lease

Benefiis received and recenvable as an incentive to s1gn an operating lease are recogrised on a straight Iime basis over the penod until the
date the rent 1s expected to be adjusted to the prevailing market rate

Pensions

Some employees participate n a defined contnibution pension scheme  The pension charge represents the amount payable by the Company
to that scheme in respect ot the period

Deferred tax

Full provision 1s made for deferred tax assets and habilities arising from all uming difterences between the recogninon ot gams and losses in
the hinancial statements and recognition m the tax computation

A deferred tax asset ts recogmised ondv if 1t can be regarded as more hikelv than not that there will be sutable taxable protits trom which the
tuture reversal ot the undertying timing diftcrences can be deducted

Deterred tax assets and hiabilities are caluulated at the tax rates expected 10 be eftective at the time the timing difierences are expected to
reverse

Deferred tax assets and Liabilities are not discounted, unless material




HASTINGS INSURANCE SERVICES LIMITED

For the year to 30 June 2010
NOTES TO THE FINANCIAL STATEMENTS (continued)

2 Prior year restatement

The Directors have identfied that the treatment of certamn deferred marketing costs directly related 1o the mtreduction of customers whilst in
hne with acceptable accounting practice did not reflect the most appropriate accounting treatment or prevalent industry practice This has
resulted in a change in the treatment ot these marketing costs onto a more prudent basis and necessitated a prior year restatement of the
comparatives These marketing costs are now expensed as incurred

The impact of the change of accounting polictes on the prior period comparatives 15 noted below

reported restatement

£ £ £
2009
Administrative expenses (50 855433 (2 412 704) (53268 137)
(Loss) on ordinary activities before taxation (2 736 980) (2,412 704) (3,149,684)
Tax credit on (loss) on ordinary activities 5534 873 819,479 6,354,352
Profit on ordinary activitics after taxation 2 797 893 (1,593,225) 1 204 668
Debtors 350 775,495 (2107 231) 48,668 264
Profit and loss account reserve (6,763,968) (2,107,231 {8,871,199)

Ihe profit and loss account reserve prior period restatement adjusiment of £2 107 231 includes an adjustment to the reserves as at 1 July
2008 ot £514,006 as detmled 1n Note 17

The impact of the change ot accounting policies on the current year financial resubts 1s noted below

Reportable Impact of As reported
under previous  policy change
pohicy
£ £ £
2010
Admumistrative expenses (49,291,588) (3,404 233) (32,695 821)
Profit on ordinary activities before taxation 9.252 035 (3,404,233) 5 847,802

3  Turnover

Turnover represents net income from insurance broking and <laims handling business and legal representation tees recenvable, all onginatin,
trom within the United Kingdom

4 Operating profit/{loss)

As previously Prior perod As restated
The operating profitf{foss) 1s stated after charging / (crediting)
|

Year to Year to

30 June 30 Tune

2010 2009

£ £

Auditors remuneration - audit services 50000 50 000

Auditors remuneration - non-audit Services 31,956 69,151

Deprecigtion - tangible fixed asset - owned 2485 5351 1721308

- leased - 361,864

Loss on disposal ot tangible fixed assets 151374 469233
Operating lease rentals - land and buwnldings 615045 741,005 |
Operating lease rentals - office equipment and vehicles 34413 35362 1

-12-




HASTINGS INSURANCE SERVICES LIMITED

For the year to 30 June 2010

NOTES TO THE FINANCIAL STATEMENTS (continued)

5 Staff costs
Year to Year to
Statf costs were as follows 30 June 30 June
2010 2009
£ £
Salaries 16,950,714 18,958,450
Social security costs 1,669 112 1455013
Pension cosis 293,092 354,363
18,912 918 20,767 826
The average number of persons employed during the year was
Operations, sales and customer services 312 321
Claims 193 181
Admimistration 196 224
701 736
I he Directors’ emoluments, cxcluding pension contributions, during the year amounted to £1 204 747 (2009 - £898 170} The remuneration
of the highest paid director during the year amounted to £798 734 (2009 - £782 915)
The aggregate value of Company penston contributions 1n respect ot the Directors during the year amounted to £14,450 (2009 - £35 945)
Company contnbutions to the defined contnbution pension scheme in respect of the highest paid dircctor were £ml (2009 - £mil) There was
1 (2009 — 2) Director in the Company s defined contribution scheme during the year
6  Interest recervable and similar income Year to Year to
30 June 30 June
Interest receivable compnses 2010 2009
£ £
Interest on late pay ment 144,362 -
Interest on loan to L.ogan Consultants Limuted - 381 887
Income on current assel investments 90,235 -
Interest on loan to Hastings 888 (UK) Limited 98,729 24723
Interest on loan to Luchy 888 Global Limited 177,378 8,626
Bank interest recervable 15824 652,805
Other 136 -
526,664 I 068,041
7 Interest payable and similar charges Year to Year to
30 June 30 June
Intercst payable comprises 2010 2009
£ £
Finance charges payable under tinance leases 933 10 695
Interest payable on subordinated loans with tormer group undertaking - 159014
Interest payable to Advantage Insurance Company Lumited - 616978
Other Interest - 8,267

933 794,954




HASTINGS INSURANCE SERVICES LIMITED

For the year to 30 June 2010

NOTES TO THE FINANCIAL STATEMENTS (continued)

8

[ax on loss on ordinary activities
Yearto Year to
(a) Analysis of taxation credit in year 30 June 30 June
2010 2009
{as restated)
£ £
Current tax
UK Corporation tax on profits/(losses) ot the year 46 500 -
Over provision in respect of prior periods - (3 460 108)
Total current tax charge/(credit) 46,500 13,460 108)
Deferred tax
Current penod deferred tax credet (Note B(c)) (75 181) {2 894 244)
Tax credit on ordinary activities (28 681) (6 354,352)
Yearto Year to
(b) Factors affecting tax charge for the period 30 June 30 June
2010 2009
(as restated)
£ £
Profit/(L.oss} betore taxation 5,847 802 {15,149,684)
Tax at 28% (2009 - 28%) 1 637,385 (1,441 911)
Disallowed expenditure 17 707 64792
Depreciation m excess of caputal allowances 188,864 414,515
Relhiet for expenditure ot prior periods in current year (1 797 456) (2 325,065)
Tax losses group relieved without pavment - 154,471
Tax losses carried forward - 3,133 798
Adjustment in respect of prior periods - (3 460 108)
Current tax credit 46 500 {3,460 108)
{c) Deferred tax asset
The movement 1n the pertod in the net deferred 1ax asset (see Note 11} 1s as tollows
Y ear to Year to
30 June 30 June
2010 2009
{as restated)
£ £
Al beginning of year 3 824,349 930,105
Deterred tax credit tor the pertod (Note 8{a)) 75 181 2.894 244
Atend of penod 3 899,530 3,824 349
Deterred tax asset 1s analy sed as tollows
Decclerated capital allowances 840,705 1,083,072
Taxation losses 2,000 742 2192719
Other timing differences 1 058,083 548,558
3 899,530 3 824 349

The deferred tax assct of £840,705 (2009 - £1,083 072) relates to carried torward available capital allowances m exeuss of depreciation
£2,000 742 (2009 - £2 192 719} relates to taxauon losses avanlable for otfset aganst tuture trading profits and £1 058,083 (2009 -
£548 558} relates to other imuing differences that are expected to reverse n later accountmg periods

(d) Factors affecting the tax charge for future perods

Unprovided deterred tax asset 1n relation to trading losses amounts to £N1l (2009 - £1 085 000)

- 14-



HASTINGS INSURANCE SERVICES LIMITED

For the year to 30 June 2010
NOTES TO THE FINANCIAL STATEMENTS (continued)

9

Investments
Total
£
Cost
At 1 July 2009 “
Addons 4,033 561
At 30 June 2010 4,033,561

Dunng the year the Company purchased 11 nil par value Ordinary Shares and 4 033 561 Preference Shares of £l each in Lucky JV 888
Limited representing an | 1% interest in that entity  Lucky JV 888 Limited 1s incorporated 1n the British Virgin Islands and 15 involved in the
provision of lean arrangements 1he Birectors consider the underying value of the investment 1o be at least equivalent to its carrying value in
the Company's financial statements

Tangible assets

Fixtures and Computer Leasehold Capital Work T otal
Fittings Lqupment Improvements n Progress
£ £ £ £ £

Cost
At 1 July 2009 3,175 206 11991,479 2,976 710 367 151 I8 510 546
Purchases In the year 134 696 1 745,037 493 343 | 430,328 3,803 404
Reclassitications 13,705 1430993 807 (1445 505y -
Disposals - - - (1531.374) (151 374)
At 30 June 2010 3 323,607 13,167 509 3,470,860 200 600 22 162 576
Depreciation
At | July 2009 2,884 168 9038 094 2 178 609 - 14 100,871
Charge for the year [54 849 1 992 684 338018 - 2,485,551
Reclassifications - - - - -
Drspasals - - - - -
At 30 June 2010 3,039,017 11030,778 2516627 - 16 586 422
Net book value
At 30 June 2010 284,590 4,136 731 954,233 200 600 5,576 154
At 30 June 2009 291,038 2953 385 798,104 367131 4 409 675

The net book value ot tangible fixed assets above includes £N11 {2009 - £Nil) m respect of assets held under finance leases




HASTINGS INSURANCE SERVICES LIMITED

For the year to 30 June 2010

NOTES TO THE FINANCIAL STATEMENTS (continued)

8]

Debtors

Due m more than one year

Deferred tax asset (Note §(c))

Amounts owed by related companies (Note 21)
Due within one year

Trade debtars

Amounts owed by group companics

Other debtors

Prepay ments and acerued income

Listed current asset investment

Listed mvestments

The market value of the listed investments 15 not materially difterent from their carrying amount

Credstors amounts falling due within one year

Trade creditors

Amounts owed to group companies

Amounts owed to related compames (Note 21)
Obhigations under finance leases (Note 14(a))
Accruals and deterred income

Other creditors including taxation and social security

Creditors amounts falling due after more than one year

Obligations under finance leases (Note 14 (a))
Claims handling provision

(a) Finance leases

Amounts payable in respect of finance leases are as follows
Amounts payable withen one ycar

In two to tive years

Less finance charges allocated to future penods
Finance lease obligattons are analy sed as tollows

Current obligations (Note 13)
Non-current obligations

-16-

30 June 30 June
2010 2009
(as restated)
£ £
3,896 530 3 824 349
10,226,533 749,156
70 139,830 36 155,047
4328087 3,309 491
739977 3 203,009
1,731 915 1,427,212
91 065,872 48 668 264
30 June 30 June
2010 2009
£ £
13 516,057 20,000,000
30 June 30 June
2010 2009
£ £
1 830,740 1,780,994
451 381 -
91,139 097 52762 284
61 450 11 468
8213,298 9940,326
4,242 096 870 402
105 958,262 65 365474
30 fTune 30 June
2010 2009
£ £
4,417 171 3817 526
4417171 3817 326
61,4350 12,401
61,450 12 401
- (933)
61450 11 468
614350 11,468
61 450 11 468
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Provisions for Liabilities and Charges
Lease
commitments

Dilapdations

Total provisions

£ £ £
At 1 July 2009 4,183 813 956 595 5140408
Uubised n the year (1 128,953) {48,807) (1,177 760
Charge/(credit) tor vear - (657 788) {657,788)
AL30 June 2010 3 (154 860 250 000 3 304 860

Durning the year ended 30 June 2009 the Directors decided te close the Leicester and Manchester call centres During the year the Leicester
lease was surrendered but despite strenuous efforts and significant incentives offered, the Directors have been unable to idenufy new tenants
lor the Manchester premises Due to the current economic climate and the locanon of the property, the Directors are ot the opmuion that they
are unlikely to be able to sublet this premises without difficulty This provision 15 expected to be utilised over the remaiming lease peried up

10 2015

During the year a turther evaluation was made of the Company's repainng lease properies  As a consequence of this review the provision
in order to mahe good maintenance and decorative obligattons was reduced to £250 000 This provision is cxpected to be utilised between

one to three years

Share capntal

Allotted called up and fully paid share capital
Ordinary shares of £1 each

30 Tune 30 June
2010 2009

£ £

22,980 000 22,980,000
22 980 000 22 980 000
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Reserves and reconcihiation of moyvement in sharcholders' fund:

Total

Profit and loss shareholders’
Share capital account funds

£ £ £

At 1 July 2008 (as previously reported) 5 005,000 (9,561 861) (4 556 861)
Prior year restatement - (514,006) (514,006)
At | July 2008 (as restated) 5,005 000 (10,075 867) (5,070 867)
Issued share capital 17,975,000 - 17,975 000
Profit tor the year {as previously reported) - 2797893 2,797 893
Prior year restatement - (1,593 225) (1,593 225)
At | July 2009 (as restated) 22,980,000 (8.871,199%) 14,108 801
Protfit tor the year - 3 876,483 5876 483
At 30 June 2010 27 980,000 (2 994,716 19,985 284

The profit and loss reserve and total sharcholders funds have been restated tollowing the prior year restatement as detailed in Note 2 Details

of the amounts at which these were onginally stated are detailed below

At | July 2009 (as previously reported)
Prior year restatement

At 1 July 2009 (as restated)

Operating lease comnutments

Fotal

Profit and loss shareholders'
account funds

£ £

16,763 968) 16,216,032

{2 107,231) (2 107 231)
(8,871 199) 14,108 801

At 30 June the Company was commuitied (o making the tollowing payments under operating leases in the following year These figures do no
include the commitments ansing on the Leester and Manchester property leases {sec Note 15) which have been fully provided tor within

these financial statements

2010 2010 2009 2009
Land and [.and and
Builldings Other Bumldings Other
£ £ £ £
Operating leases which expire
Within | - 2 years 17,250 12297 - 6,186
Between 2 - 5 years - . - 20924
After 5 years 710 756 - 538,964 -
728,006 12,297 538,964 27,110

- 18-




HASTINGS INSURANCE SERVICES LIMITED

For the year to 30 June 2010
NOTES TO THE FINANCIAL STATEMENTS (continued)

19

Exceptional items

34 June 30 June

2010 2009

£ £

Administrative expenses - 5 846 995

During the yvear the Company incurred exceptional costs ot £ml (2009 - £5,846 9935) The exceptional item n the priot year principally
related to an inrease in the provision for the | eicester and Manchester properties (see note 15)

Subsidiary undertakings

Investments in subsidiary undertakings at 30 June 2010 were as tollows

Ordinary Principal

Shareholding Activity

1066 Direct Limited 100% Dormant
Adyantage Insurance Services Lumited 100% Dormant
Hastings Durect Aceident Management Limited 100% Dormant
Hastings Direct Limited 100% Dormant
Peoples Choice (Europe) Limited 100% Dormant

All of the substdianes are incorporated 1n England and Wales

Related Parties

The Company 1s exempt under the terms ot Financial Reporiing Standard & from disclosing related party transactions with entities that are
part of the Hastings 888 (UK) Limited group

Conquest House Lumited and Advantage Insurance Company Limited are both related parties ot the Company by vintue of the common
ownerstup of thewr ulimate parent undertahing, Luchy 888 Global Limited and the Company’s parent undertaking Hastings 888 (Uk)
Limited

Commission eamed by the Company 1n the period tn respect of policies sold that were underwnitten by Advantage Insurance Company
Liumnited was £17 992 592 (2009 - £22 556 878) Amounts owed to related companies (Note 13} melude a creditor balance due to Advantage
Insurance Company of £91 159,097 (2009 - £52,762 284)

Rent payable by the Company to Conquest House Limited during the year amounted to £200 000 (2009 - £783 333} Included within
accruals 15 an emount payable to Conquest House Limited of £N1] (2009 - £83 333)

The Company provided a loan tacihity to Lucky 888 Global Limited during 2009 Interest on the loan 15 charged at 2% over LIBOR  Interest

tn the period was £177 378 (2009 - £8,625) lhe value of this loan as at 30 Junc 2010 was £10,226,533 (2009 - £749,136) and 15
repayable on 2 February 2012

-19-
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Parent undertaking and controlling party

At the year end the Company's immediate parent undertaking 15 Hastings 888 (UK) Limited whose registered office 1s at Conquest House
Collington Avenue, Bexhill-on-Sea, East Sussex TN39 3LW The consohidated accounts for Hastings 838 (UK) Limued are availabie upon
request from its registered otfice

The ultimate controlling party 15 Hastings 888 (Holdings) Lymited which owns 100% of the shares in Hastings 888 (UK) Limited

Post Balance Sheet event

On 31st July the net assets and trade ot Renew Insurance Services Limeted ("Renew®) a fellow subsidiary undertahing were transferred to
the Company at net book value




