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Tenet Group Limited

Strategic Report for the Year Ended 30 September 2017

Chief Executive's Statement

During a year defined by further regulatory change around MiFID II, General Data Protection Regulation and
the Senior Managers and Certification Regime, | am pleased 10 report that our statutory tumover increased by
£14.9m to £168.6m (2016:£153.7m) and EBITDA (Earnings Before Interest, Tax and Depreciation) before
Exceptional Items increased by 44% 10 £2.2m (2016 £1.5m). The loss before tax for the year was £0.4m
(2016:£0.6m profit before tax).

+ Lime. the Group’s mortgage network. increased turmover by 25% to £50m and increased assets by £0.25m.

+ Connect, the Group's investment network reported another strong vear with turmover of £1 14m, an increase of
3% from 2016.

* TenetSelect. the Group's Directly Authorised proposition increased its profit by £0.2m.

« Sinfonia. for the fourth vear running, has been awarded a 5 Diamonds rating by Defaqgto and saw a 2%
increase in furnover.

+ Paragon. the Group's caplive insurance company, continues to provide stable professional indemnity insurance
and uniquely offers lifetime run-off cover to both ex-members and current members.

+ Successful acquisition of the client banks of two Appointed Representatives.

We completed the circle on our adviser joumey this year with the launch of a new practice buyout scheme,
whereby we are acquiring client banks of, or shares in. exiting investment firms. This means we can take
advisers from joining through to supporting them in retirement, safe in the knowledge that their clients remain
under the Tenet brand.

We successfully launched a Tenet platform following a five year agreement with Hubwise. This enables both
non-Tenet and Tenet advisers to access Sinfonia Assel Management funds via the ‘Sinfonia Hub Platform’.

On the consumer front, we continue o mandate run-off cover for member firms, to offer long term protection
for their clients, and our high business standards have enabled us 1o freeze our net percentage PIi charges for the
fourth consecutive year.

On the technology front we began a major project to improve the way our advisers get paid. investing in
remuneration improvements, which will make this more streamlined.

The Group incurred exceptional costs during the year after taking the difficult decision to restructure a loss
making subsidiary, Tenet Financial Services Limited (formerly The Employee Benefits Corporation Limited)
and undenaking a strategic review initiated by its major sharehoiders. which resulted in the decision by the
shareholders to retain their investment in the Group for the foreseeable future.

The balance sheet of the Group at 30 September 2017 continues to remain extremely robust with £24.2m of
cash. no external debt and £29.9m of net asseis.
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Tenet Group Limited

Strategic Report for the Year Ended 30 September 2817 (continued)

We are proud to be one of the few groups who continue to make a success of the independent network model,
whilst also being able 1o transition firms to directly authorised status. For the Group, it remains important that
our advisers are able to choose the right model for their business and our core focus is to give them freedom of
choice over their operating model and to keep the end client at the heart of everything we do.

Our improved underlying performance for 2017 is a direct result of the hard work and commitment that al our
colleagues across the Group have shown and 1 would like to thank them all on behalf of the Board for their
contribution to our success.

M/& | gw\

MARTIN GREENWOOD
CHIEF EXECUTIVE
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Tenet Group Limited

Strategic Report for the Year Ended 30 September 2017 (continued)
Overview of the business

The Directors of Tenet Group Lid report a set of results which highlight the improving underlying performance
of the Group. offset by the expensing of exceptional items relating to the restructuring of a loss making
subsidiary and a strategic review exercise initiated by the major shareholders. The conclusion of the two
activities now provides the Group with a solid platform on which 1o improve performance and implement its
five year strategy. Set out below is an overview of the principal activities of the business. its objectives and the
challenges it faces.

Review of the business

The principal activity of the company 1s that of a helding company of a group of companies that provide
financial services to private individuals and previde support services and facilities to firms of financial advisers.
Services provided by the Group include the following:

+ Provision of financial advice;

* Compliance consulting:

* Industry guidance:

»  Technical advice;

* Fee processing facilities and business administration;

« Provision of professional indemnity insurance: and

* Sponsorship of an asset management service for private individuals.

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.

Objectives

The Group’s mission is to help people achieve their financial goals and in doing so to keep our clients and
advisers safe. We pride ourselves on providing our network members with the freedom of choice over the
operating mode! that they use and that we put the end client at the heart of everything that we do. In addition we
aim to trade profitably, increasing shareholder value and maintaining our financial strength. Central to Tenet’s
objectives are the values of:

» Customer focus;

* Open and honest;

= [nnovate and change;
* Shared success; and

« Be commercial.

By living these values and making them a part of everything we do we will strive to treat our members. our
customers. our company. our shareholders and our colleagues fairly. Integral to our objectives and a
fundamental enabler is the engagement and ongoing development of Tenet's employees in order to retain and
motivate our most talented people.
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Tenet Group Limited

Strategic Repdrt for the Year Ended 30 September 2017 (continued)
Strategy

A long term plan has been reviewed and updated to improve shareholder value and to manage the business in
accordance with its risk appetite over a five year period.

The board agreed strategic themes for the Group that have been communicated 1o all emplovees and linked 10
their objectives, these themes continue and will evolve into 2018 and beyond as parnt of the Group’s long term
plan. The strategic themes are:

+ Attract and retain network members:

* Acquire member firms providing them with exit strategies;

+ Continue to provide operational excellence in line with our risk appetite:
* Improve operational efficiency; and

* Pursue a high performance culture with a highly engaged work force.

Tenet remains committed to being a supporter of independent advice as well as servicing advisers who move 10
a restricted model.

Financia! performance

The Group has continued to grow and improve underlying performance in the year. The consolidated income
statement on page 16 shows that turnover increased by 9.7% to £168.6m (2016: 153 . 7m) which helped deliver
an increase in gross profit of 1.9%. Cost control has been exercised carefully and as a result administrative costs
have decreased by 1.3% to £19.5m (2016: £19.7m) despite the increased activity required to deliver a higher
turnover, which demonstrates a pleasing improvement in productivity. Afier exceptional items Tenet Group Ltd
made a loss of £0.4m for the year ended 30 September 2017 (2016: £0.6m profit). The exceptional items related
to:

1. the restructuring of a loss making subsidiary (Tenet Financial Services Limited. formerly The Empioyee
Benefits Carporation Limited) which resulted in the relocation of the business to head office and a reduction in
operating costs, whilst still providing a continued auto enrolment service to its customers. In addition an
impairment review was carried out on the investment value held for this subsidiary and of the balance sheet; and

2. a strategic review of the Group, initiated by the shareholders. resulting in the decision by the major
sharcholders to retain their investment in the Group for the foreseeable future.

The conclusion of these activities now provides the business with the opportunity 1o more effectively implement
its five year strategy going forwards.
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Tenet Group Limited

Strategic Report for the Year Ended 30 September 2017 (continued)
Financial Position

The balance sheet on page 17 shows that the Group's financial position year on year in cash terms has increased
by £1.4m 1o £24.2m (2016: £22.7m) and the net assets have decreased by £0.2m to £29.9m (2016: £30.1m).

Details of amounts owed to and by other Group companies are shown in Note 14 and Note 20. A number of
Group companies are regulated by the Financial Conduct Authority and commentary on the financial resources
of these firms is included in this report.

The Group has generated net cash from operating activities of £2.8m (2016: £1.8m)

Significani events after the balance sheet date are detailed in Note 22.

Other developments and successes in the year

Key developments in the year include:

« Awarded three star accreditation for “exceptional” service by lnvestors in Customers.

= New Tenet Platform launched in cenjunction with Hubwise.

» Defined off-the-shelf restricted proposition and exit planning solution via practice buyouts launched.

» Winner at 2017 L&G Business Quality Awards, in a category where quality metrics are analysed and best
performarice is recognised against our peer group.

» Best Network winner at the 2017 Money Marketing awards.
= Successfully lobbied for an FSCS provider levy and against proposed MiFID 1] mandated call recording.

* Provided full plain English support for advisers on the requirements of MiFID 11 and General Data Protection
Regulation.

Principal risks and uncertainties

Group companies are active in the sale of regulated financial products and advise customers as to their
appropriateness. As a consequence. elements of the Group’s activities are regulated which gives rise to a
number of risks. including censure by the Financial Conduct Authority (“FCA™). Such risks may manifest
themselves financially through compensation payable regarding the sale of financial products (see Notes 2, 13
and 16) and fines imposed by the FCA for regulatory breaches. Such Group companies operate a strict
compliance regime, including regular audits of their Appointed Representatives or financial advisers as
applicable, to mitigate such risks and have arranged professional indemnity insurance (see below) which
conforms 10 the requirements of the FCA,.
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Tenet Group Limited

Strategic Report for the Year Ended 30 September 2017 (continued)

For some Group companies, the lead provider of professional indemnity insurance is Paragon Insurance
Company Guernsey Limited (“Paragon™), a Group company. The risks associated with providing this insurance
are in respect of uncertainties as to whether an insured event will occur, when it will occur or how much
Paragon will need to pay if it occurs, Furthermore. the structure of the insurance policy is an Alternative Risk
Transfer structure which provides insurance cover over a period of more than one vear. Paragon has substantial
cash reserves which are ring-fenced from general Group cash resources in order 10 meet claims which may arise.
Paragon receives premiums each year from Tenet Group Limited which are based primarily upon an assessment
of the long-term average losses in respect of claims arising from the sale of financial products arranged by the
Appointed Representatives of TenetConnect Limited, TenetConnect Services Limited and TenetLime Limited.
This calculation is prepared by professional advisers to the Group on an actuarial basis,

Paragon’s activities are regulated which gives rise to a number of risks, including censure by the Guernsey
Financial Services Commission ("GFSC"). Such risks may manifest themselves financially through fines
imposed by GFSC for regulatory breaches. Paragon operates a strict compliance regime, including regular audits
of its procedures and reporting requirements carried out by Paragon's manager, Marsh Management Services
Guernsey Limited, to mitigate such nsks and to conform to the requirements of the GFSC.

Group companies receive fees and commission from the sale of financial products from life companies and
mortgage brokers. Some commission payments are received on an “indemnity” basis and may become repayable
in the event that a policy is cancelled subsequent to its sale. Where such clawbacks of commission oceur, such
Group companies recharge all of such amounts 10 their Appointed Representatives or financial advisers as
applicable. As a consequence, to mitigate the risk of accepting commission on an indemnity basis, such Group
companies monitor this activity and the ability of their Appointed Representatives/financial advisers (o service
clawback liabilities.

Competitive pressure is a continuing risk for Group companies. which could result in them losing sales to their
key competitors. Group companies manage this risk by providing added value services to their clients,
Appointed Representatives and financial advisers, having fast response times not only in supplying products and
services but also in handling all queries. and by maintaining strong relationships with their clients, Appointed
Representatives and financial advisers.

Company

The company has pursued a strategy for growth, achieved partially through acquisition. Acquisitions carry
inherent risks for the company. To mitigate these risks, due diligence appropriate to the size and type of
business being acquired is undertaken, whilst having due regard for the nature of the 1ransaction. Furthermore,
acquisitions are only completed should legal documentation satisfactory to the company be agreed with the
vendors of any acquired business.

Financial resources of the regulated network businesses at 30 September 2017

A requirement of the Financial Services and Markets Act 2000 is that firms directly authorised by the Financial
Conduct Authority to give financial advice in respect of regulated financial products should have minimum
levels of financial resources. There are strict rules governing the calculation of these.

Al 30 September 2017, the statutory accounts of each of the Group's three regulated networks { TenetConnect
Services Limited, TenetConnect Limited and Tenetl.ime Limited) confirmed that each of them satisfied their
relevant regulatory financial resources requirements.

The management accounts of the Group also confirm that each of TenetConnect Services Limited.
TenetConnect Limited and TenetLime Limited satisfied their relevant regulatory financial resources
requirements at all times during the last twelve months.

The directors are confident that these regulated businesses will continue to meet their financial resource
requirements for the forthcoming financial year.
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Tenet Group Limited

Strategic Report for the Year Ended 30 September 2017 (continued)

Approved by the Board on | February 2018 and signed on its behalf by:

reentwood
Director

Page 8



Tenet Group Limited

Directors’ Report for the Year Ended 30 September 2017

The directors present their report and the consolidated financial statements for the year ended 30 September
2017.

Directors’ of the group
The directors. who held office during the vear. were as follows:

H M Ball

C ) Bradley

K Craig (appointed 29 August 2017)

G M Davidson (resigned 13 December 2016)
M J Greenwood

G E Harle (resigned 16 October 2017)

M J O'Brien (resigned 22 June 2017)

A M Beswick

P Hilling

A B Meeks

M Pheasey (resigned 16 November 2016)

D J Wild (resigned 20 July 2017)

The following directors were appointed after the vear end:
J Tunbndge (appointed 28 November 2017)
J Ewing (appointed 20 December 2017)

Results and Proposed dividends
The resuits for the year are dealt with in the income statement.

[t remains the policy of the Board of Directors to retain cash generated by the Group for the financing of new
business initiatives and to support the Group's on-going operations. Consequently, the directors do not
recommend the payment of a dividend (2016:£nil).

Future Developments and post Balance Sheet Events
These are referred to in the Strategic Reporn.

Corporate Governance
Key features of the way the Group govemns itself are reported below.

Directors

The Group is controlled through the company’s Board of Directors, which comprises the Chairman, Chief
Executive, the non-executive directors and executive directors. The Board normally meets every month. All
directors receive sufficient relevant information on financial, business and corporate issues prior 1o meetings and
are able 1o take independent professional advice in the furtherance of their duties, if necessary.

Page 9



Tenet Group Limited

Directors' Report for the Year Ended 30 September 2017 (continued)

Board

The Board is responsible for overall Group strategy. acquisition and divestment policy, approval of major
capital expenditure and significant financing matters. It monitors exposure to key business risks and reviews the
strategic direction of individual wrading activities, annual budgets and progress 1owards achieving them, and
employee issues including key executive appointrments.

The Board has established an Audit Commitiee, Risk Commitiee, Remuneration Committee, Nomination
Committee, Regulatory Policy Committee. Advice Quality Ferum and Authorisations Committee to be
responsible for specific matters. Each of these commitiees operate within defined terms of reference. Apart from
the Nomination Comminee and Remuneration Committee, the minutes of these meetings are circulated to. and
reviewed by. the full Board.

Audit Commitiee

The Committee is chaired by a non-executive director and comprises only non-executive directors; no executive
director is a member of the committee,

The principal work undertaken by the Committee relates to the review of the audit of the annual financiai
reports and matters arising from the audit, with the external auditors in attendance. It is also responsible for
agreeing the annual remuneration of the external auditors. Additionally. the Audit Committee develops and
approves the internal audit strategy and receives reports from its internal auditors, the Committee responds to
recommendations made by the Risk Committee as well as internal reviews and reports provided by the Group's
external auditors. Based upon its findings. the Audit Committee makes recommendations to the Board regarding
accounting policies. internal financial and regulatory compliance standards and the effectiveness of the intemal
and external audit function.

Risk Committee

The Risk Commitiee examines and challenges the processes. systems and controls of the Group and aims to
identify any risks that the Group might face or that could impact on Customer Quicomes. The Committee
reviews the Group’s Risk Register and receives additional information on relevant risk matters from line
management and other sources on a regular basis. A non-executive director chairs the Committee.

Remuneration Committee

The Remuneration Committee reviews the Group™s remuneration policy. the main purpose of which is (0 attract,
retain and motivate high calibre individuals with a competitive remuneration package whilst limiting the
Group’s fixed employee costs. The Commitiee consults other directors as necessary about its proposals and has
access to professional advice from outside the company. The Commtittee makes recommendations to the Board
regarding remuneration policy, including annual salary reviews. bonus awards and other incentives for
employees. The Committee is chaired by a non-executive director.

Aurhorisations Committee

The Authorisations Commitiee is responsible for the review and assessment of applications of firms or
individual advisers, together with the monitoring of any performance issues identified with any firms or
individual advisers within the Network. [t is chaired by the Group Regulatory Director and its membership is
comprised of senior Executives.

Nomination Committee

The Noniination Committee comprises non-executive directors and meets on an ad hoc basis 10 consider
changes to the Board of Directors. if any.
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Tenet Group Limited

Directors' Report for the Year Ended 30 September 2017 (continued)

Regulatory Policy Commitiee

The Regulatory Policy Commuittee is responsibie for reviewing and approving policy development in the
Group’s regulated businesses. It is chaired by the Group Regulatory Director and its membership includes senior
Executives. The Minutes of the Commintee’s monthly meetings form part of the management information
provided to the Group's Directors.

Advice Quality Forum

The Advice Quality Forum operates as part of the Group’s commitment to improving the standards of advice
and related consumer cutcomes. Chaired by the Group Regulatory Director, the Committee meets monthly and
considers issues of business quality and consistency whilst. benchmarking advisory standards and adjudicating
in areas where policy guidance is required. The Commitiee comprises senior Executives of the regulated
businesses. including the Chief Executive,

Directors’ remuneration

The remuneration packages of directors and other executives comprise a basic salary, performance related
bonus, pension contributions and other benefits in kind. No director plays a part in any discussion about his or
her own remuneration.

The Annual General Meeting of the Shareholders

The Board welcomes the attendance of shareholders at the Annual General Meeting and the opportunity to
address any questions that they may have.

Directors' Indemnities

As a1 the date of this report, indemnities are in force under which the company has agreed to indemnify the
directors of the company. to the extent permitted by law and the company’s Articles of Association, in respect
of all losses arising out of. or in connection with. the execution of their powers. duties and responsibilities, as
directors of the company or any of its substdiaries.

Financial instruments

Price risk, credit risk, liguidity risk and cash flow risk

Credit risk is the risk of loss if another party fails to performn its obligations or fails to perform them in a timely
fashion. The Group’s credit risk is primarily attributable to trade receivables and the provision of loans as part of
the Group’s ongoing support for its Appointed Representatives, The Group’s credit control function continually
reviews outstanding Appointed Representative's balances for recoverability and reports on these to management.
These balances are then impaired where management’s opinion is that the balance is not fully recoverable,
Credit risk is mitigated by the fact that amounts owed by Appointed Representatives can be offset againsi
amounts owed to the Appointed Representatives and company policy is 10 deal only with creditworthy
counterparties. Trade receivables and other debtors from Appointed Representatives consist of a large number of
customers and are spread across a diverse geographical area within the U.K. The company does not have any
significant credit risk exposure to any single counterparty.
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Tenet Group Limited

Directors' Report for the Year Ended 30 September 2017 {continued)

Financial instruments (continued)

The credit risk on receivables due from product providers is limited due to the regulatory requirements on these
companies 10 maintain a sufficient level of capital 10 meet their current liabilities. These recetvables are due
from a large number of product providers and are payable 1o the company within one month of the obligation
anising. The balances due from trade customers are comprised of trade receivables and other debtors (see Notes
2 and 14). The company holds no collateral over these balances.

Credit risk on cash balances is managed through the lodgement of such balances through a number of financial
institutions. A significant proportion of the loans and receivables between group companies relate to cash
balances transferred to another group company to place on treasury deposit, so as 10 obtain greater returns on
such deposits. Credit risk on this balance is managed in this other group company in the same way as cash
balances are in the company.

Market risk is the risk that arises from adverse movements in equity, bond, interest rate, foreign exchange or
other traded markets. The company’s exposure to market risk arises solely in relation to interest rate fluctuations
on the returns from its capital which is not hedged and a number of loans made 10 Appointed Representatives.
Group treasury policy is to maximise credit interest whilst maintaining sufficient liquidity within each group
company in order to meet operational and regulatory requirements.

Liquidity nisk is the risk of not being able to meet liabilities as they fall due. The company is capitalised at a
level required 1o meet its business and regulatory needs. Responsibility for liquidity risk management rests with
the company ‘s board which receives information on the Group’s short term requirements on a weekly basis and
medium to long term requirements on a monthiy basis. Cash flow monitoring and forecasting form part of the
reports regularly delivered to the Group’'s board which are also reported to the parent company board. Liquidity
risk on financial liabilities is mitigated by the fact that a significant proportion of the financial liabilities only
become payable upon receipt of trade receivables. All financial liabilities are payable within three months of the
obligation arising.

Political contributions
It is the Group's policy not 1o make contributions for political purposes.

Employment of disabled persons

Applications for employment by disabled persons are atways fully considered. bearing in mind the aptitudes of
the applicant concerned. In the event of members of staff becoming disabled. every effort is made to ensure that
their employment with the group continues and that appropriate training is arranged. It is the policy of the group
that the training, career development and promotion of disabled persons should, as far as possible, be identical
to that of other employees.

Employee invelvement

The group places considerable value on the involvement of its employees and has continued to keep them
informed on matters affecting them as employees and on the various factors affecting the performance of the
group. This is achieved through formal and informal meetings, the company magazine and a special edition for
employees of the annual financial statements. Employee representatives are consulted regularly on a wide range
of matters affecting their current and future interests. In addition, employees receive an annual bonus related 1o
the overall profitability of the group.
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Tenet Group Limited

Directors' Report for the Year Ended 30 September 2017 (continued)

Going concern

Although the on-going economic conditions create uncertainty in respect of the level of demand for financial
services products. the Group had positive trading in the financial year ended 30 September 2017 and has a
strong balance sheet and cash position. The Group’s forecasts and projections. including sensitivity analysis
taking into account reasonably possible adverse changes in trading performance. show the Group should be able
to operate within its own financial resources without the requirement for new funding. As a consequence, the
directors believe that the Group continues to be amongst the best placed in its sector to manage its business risks
successfully in the present challenging economic environment.

The Group's business activities, together with the factors likely to affect its future development, performance
and position are set out in the Strategic Report and the Directors’ Report on pages 2 to 12. The financial position
of the Group, its cash flows and its liquidity position are described in the Strategic Report. In addition, Note 20
to the financial statements includes the Group's objectives, policies and processes for managing its capital, its
financial risk management objectives, deiails of its financial instruments and its exposures to credit risk, market
risk and liquidity risk.

The Group has a significant level of financial resources, including £24 2m of cash at bank. net assets of £29.9m,
with no bank debt or other financial liabilities with any restrictive or financial covenants. It has long established
relationships with a large number of clients, advisers and product providers across a diverse geographical area
within the UK, with no significant credit risk exposure to any single counterparty.

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

Reappointment of auditors

In accordance with section 485 of the Companies Act 2006, a resolution for the re-appointment of Deloitte 1.1.P
as auditors of the company is to be proposed at the forthcoming Annual General Meeting.

Approved by the Board on 1 February 2018 and signed on its behalf by:

K Craig
Director
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Tenet Group Limited

Statement of Directors' Responsibilities

The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statemenis for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with International Financial Reporting
Standards {IFRSs) 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. the
directors are required to:

*+ select suttable accounting policies and apply them consistently:
» make judgements and accounting estimates that are reasonable and prudent;

 state whether applicable International Financial Reporting Standards (IFRSs) as adopted by the European
Union have been followed. subject to any material departures disclosed and explained in the financial
statements; and

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

The directors are responsible for keeping adequate accounting records that are sufficient 10 show and explain the
group's and the company's transactions and disclose with reasonable accuracy at any time the financial position
of the group and the company and enable them to ensure that the financial statements comply with the
Companies Act 2006. They are also responsible for safeguarding the assets of the group and the company and
hence for taking reasonable steps for the prevention and detection of fraud and other irregularities,
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Tenet Group Limited

Independent Auditor's Report to the members of Tenet Group Limited
Report on the audit of the financial statements
Opinion

In our opinion:

= the financial statements give a true and fair view of the state of the group’s and of the parent company’'s affairs
as at 30 September 2017 and of the group’s loss for the vear then ended:

« the group financial statements have been properly prepared in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the European Union;

+ the parent company financial statements have been properly prepared in accordance with United Kingdom
Generally Acceptled Accounting Practice including Financial Reporting Standard 101 “Reduced Disclosure
Framework™; and

« the financial statements have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements of Tenet Group L.imited (the "parent company’) and its subsidiaries
(the *group’) which comprise:

» the consolidated income statement;

* the consolidated and parent company statements of financial position:

+ the consolidated and parent company statements of changes in equity:

= the consclidated and parent cash flow statement:

* the statement of accounting policies; and

» the related notes | to 22.

The financial reporting framework that has been applied in the preparation of the group financial statements 1s
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union. The
financial reporting framework that has been applied in the preparation of the parent company financial
statements 15 applicable law and United Kingdom Accounting Standards. including Financial Reporting
Standard 101 "Reduced Disclosure Framework™ (United Kingdom Generally Accepted Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing {UK) (ISAs(UK)) and
applicable law. Qur responsibilities under those standards are further described in the auditor's responsibilities
for the audit of the financial statements section of our report.

We are independemt of the group and the paren: company in accordance with the ethical requirements that are
relevant to our audit of the financial statements in the UK, including the FRC’s Ethical Standard, and we have
fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
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Tenet Group Limited

Independent Auditor's Report to the members of Tenet Group Limited (continued)

Conclusions relating to going concern

We are required by ISAs (UK) to report in respect of the following matters where:

+ the directors’ use of the going concern basis of accounting in preparation of the financial statements is not
appropriate; or

» the directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the group’s or the parent company s ability to continue to adopt the going concern basis
of accounting for a period of at least twelve months from the date when the financial statements are authorised
for issue.

We have nothing to report in respect of these matters.

Other information

The directors are responsible for the other information. The other information comprises the information
included in the annual report. other than the financial statements and our auditor’s report thereon. Our gpinion
on the financial statements does not cover the other information and. except to the extent otherwise explicitly
stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
Inconsistencies or apparent material misstatements. we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If. based on the
work we have performed. we conclude that there is a material misstatement of this other information, we are
required to report that fact.

We have nothing to report in respect of these matters.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the
preparatton of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements. the directors are responsible for assessing the group’s and the parent
company s ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the directors either intend to liquidate the group or the parent
company of to cease operations, or have no realistic alternative but to do so,
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Tenet Group Limited

Independent Auditor's Report to the members of Tenet Group Limited {continued)
Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if. individually or in the aggrepate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council’s website at: www frc.org.uk/auditorsresponsibilities, This description forms part of our
auditor’s report.

Use of our report

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

Report on other legal and regulatory requirements
Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

» the information given in the strategic report and the directors” report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

» the strategic report and the directors” report have been prepared in accordance with applicable legal
requirements.

In the light of the knowledge and understanding of the group and of the parent company and their environment
obtained in the course of the audit. we have not identified any material misstatements in the strategic report or
the directors’ report.

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:

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

* the parent company financial statements are not in agreement with the accounting records and returns: or

+ certzin disclosures of directors’ remuneration specified by law are not made; or

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

We have nothing to report in respect of these matters.
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Tenet Group Limited

Independent Auditor's Report to the members of Tenet Group Limited (continued)

AN AN

Peter Birch FCA (Senior Statutory Auditor)
For and on behalf of Deloitte LLP, Chartered Accountants and Statutory Auditor

! City Square
Leeds
LSI 2AL

1 February 2018
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Tenet Group Limited

Consolidated Income Statement for the Year Ended 30 September 2017

2017 2016
Note £ £
Revenue 3 168.588.521 153,734,288
Cost of sales {146.,956.604) (132,515,853)
Gross profit 21631917 21.218,435
Administrative expenses (19,472.558) (19,709,470)
Profit before interest. tax, depreciation and amortisation 2.159,359 1,508.965
Exceptional costs 4 (1.475.116} -
Depreciation. amortisation and impairment charges 5 (1.190912) (1,156.079)
Group operating {loss)/profit 5 (506.669) 352,886
Finance income 131,400 231,389
Finance costs (1,034) (10)
Net finance income 6 130,366 231,379
{Loss)/profit before tax (376.303) 584,265
Income tax receipt/{expense) 10 . .
(Loss)profit for the year {376,303) 584,265
(Loss)/profit attributable to:
Owners of the company (317.,950) 627,393
Non-controlling interests (58,353) (43.128)
(376.303) 584,265

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

The above results were derived from continuing operations.

The notes on pages 26 to 52 form an integral pant of these financial statements.
Page 19



Tenet Group Limited

(Registration number: 03909395)

Consolidated Statement of Financial Position as at 30 September 2417

Assets

Non-current assets

Property. plant and equipment

Intangable assets

Investments

Current assets

Trade and other receivables

Cash and cash equivalents

Total assets

Current liabilities
Trade and other payables

Non-current liabilities

Provisions for liabilities

Total liabilities
Net Assets

Equity
Share capital
Share premium

Retained earnings

Equity attributable to owners of the company

Non-controlling interests

Total equity

Note

1t

12

<

13

15

Approved by the Board on 1 February 2018 and signed on its behalf by:

The notes on pages 26 to 52 form an integral pan of these financial siatements.
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2017
£

3.566,309
11.971.395
234.000
15,771,704

11,537,492
24,194.833
35,732,325

51,504,029

(14.805,998)

(6.811,87T)
(21.617.875)

2016

3,583,858
12,22).466

15.805,324

11,732,938
22,725,391
34,458,329

50,263,653

(12.819.948)

(7.387.973)
(20,207,921)

29,886.154 30,055,732
24,731 24731
37.914,168 37.914,168
(8,052.745) (7.734,795)
29.886.154 30.204,104
- {148,372}
29,886,154 30.055.732




Tenet Group Limited

(Registration number: 03909395)
Company Statement of Financial Position as at 30 September 2017

2017 2016
Note £ £
Assets
Non-current assets
Investments in subsidiaries. joint ventures and associates 13 39,213,353 39,213,353
Current assets
Trade and other receivables 14 1,893,914 2,198,887
Cash and cash equivalents 15 1,230 57,430
1.895,144 2,256,317
Current liabilities
Trade and other payables 16 (2.769,863) (3.169.879}
Net Assets 38.338,634 38,299.791
Equity
Called-up share capital 18 24,731 24.731
Share premium 37914168 37.914.168
Retaimned earmings 399,735 360.892
Total equity 38.338,634 38,299 791

The consolidated income statement includes a profit of £38,843 (2016: loss of £965,496) which has been dealt
with in the financial statements of the company. The company has taken advantage of Section 408 of the
Companies Act 2006 and has not included its own income statement in these financial statements.

Approved by the Board on 1 February 2018 and signed on its behalf by:

The notes on pages 26 to 52 form an integral pant of these financial statements.
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Tenet Group Limited

Consolidated Statement of Changes in Equity for the Year Ended 30 September 2017

At 1 October 2016
Laoss for the year

Total comprehensive
income

Write off NCI balance

A1 30 September 2017

At 1 October 2015
Profit/(loss) for the year

Total comprehensive
income

A1 30 September 2016

Non-
Share Retained controlling
Share capital premium earnings Total interests Total equity
£ £ £ £ £ £
24731 37914,168 (7,734.795) 30,204,104 (148,372) 30,055,732
- (317,950} (317.950) (58,353) {376,303)
- - {317.950) (317.950) (58,353) (376,303)
- - 206.725 206,725
24,731 37,914,168 (8,052.745) 29,886,154 - 29,886,154
Non-
Share Retained controlling
Share capital premium earnings Total interests Total equity
£ £ £ i £ £
24731 37914168 (8,362.188) 29,576,711 (105,244) 29,471,467
- - 627,393 627,393 (43,128) 584,265
- - 627393 627393 (43,128) 584,265
24731 37914.168 (7.734.795) 30,204,104 (148,372) 30,055,732

The notes on pages 26 to 52 fonn an integral part of these financial statements.
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Tenet Group Limited

Company Statement of Changes in Equity for the Year Ended 30 September 2017

At 1 October 2016
Profit for the year

Total comprehensive income

At 30 September 2017

At l October 2015
Loss for the year

Total comprehensive income

At 30 September 2016

The notes on pages 26 to 52 form an integral part of these financial statements.

Share capital Share premium Retained earnings Total
£ £ £ £

24,731 37,914,168 360,892 38,299,791

- - 38,843 38,843

- - 38.843 38,843

24,731 37.914,168 399.735 38.338,634

Share capital Share premium Retained earnings Total
£ £ £ £

24731 37.914,168 1,329.022 39.267.921

- - ~ (968.130} (968,130)

- - (968,130) (968,130)

24,731 37.914,168 360,892 38,299,791
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Tenet Group Limited

Consolidated Statement of Cash Flows for the Year Ended 30 September 2017

Cash flows from operating activities

(Loss)/profit for the year

Adjustments to cash flows from non-cash items
Depreciation and amortisation

Finance income

Finance costs

Working capital adjustments

Decrease/(increase) in trade and other receivables
Increase in trade and other payables

Decrease in provisions

Net cash flow from operating activities

Cash flows from investing activities

[nterest received

Acquisitions of property plant and equipment
Proceeds from sale of property plant and equipment
Acquisition of intangible assets

Acquisition of tnvestments

Cash advances and loans made to other parties
Repayments of cash advances and ioans

Net cash flows from investing activities

Cash flows from financing activities
Interest paid

Net increase in cash and cash equivalents
Cash and cash equivalents at 1 October

Cash and cash equivalents at 30 September

The notes on pages 26 to 52 form an integral part of these financial statements.
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Note

14
16
17

12
13

2017
£

(376.303)

1.190.912
{131.400)
1,034
684,243

195,446
2.448.538
(576,096)

2,752,131

131.400
(913,272
2,083
(408.,398)
(234,000
(379.413)
519.945

(1.281.655)

(1.034)
1,469,442
22,725,391

24,194,833

2016

584,265

1,156.079
(231,389)

10
1.508.965

(879.709)
1,356,102
(161,963)

1,823,395

231.389
(1,261,692}

(316,389)

(577.167)
554,188

{1.369.671)

{10)
453,714
22,271,677
22,725,391




Tenet Group Limited

Company Statement of Cash Flows for the Year Ended 30 September 2017

Cash flows from operating activities

Profit/(loss) for the year

Adjustments to cash flows from non-cash items
Finance income

Finance costs

Income tax expense

Working capital adjustments
Decrease/(increase) in trade and other receivables
{Decrease)/increase in trade and other payables

Net cash flow from operating activities

Cash flows from investing activities
Interest received

Cash flows from financing activities
Interest paid

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at | October

Cash and cash equivalents at 30 September

The notes on pages 26 to 52 form an integral pan of these financial statements.
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Note

2017
£

38,843

(45,324)

(6.481)

304,973
(400.,016)
(101,524)

45.324

(56.200)
57.430
1,230

2016

(968,130}

{47.714)
13,173

8)
(1.002,672)

(163,025)

{17.693)

47.714

{13.173}
16,848
40,582

57,430




Tenet Group Limited

Notes to the Financial Statements for the Year Ended 30 September 2017

1 General information
The company is a privale company limited by share capital incorporated and domiciled in England and Wales.

The address of its registered office is:
5 Lister Hill

Horsforth

Leeds

LS18 5AZ

At the date of authorisation of these financial statements, the Group has not applied the following new and
revised IFRSs that have been issued but are not yet effective and had not yet been adopted by the EU:

IFRS 9 Financial instruments

IFRS 15 Revenue from Contracts with Customers

IFRS 16 Leases

IFRS 2 (amendments) Share-based Payments

IFRS | & TAS 28 famendments) Investment in Associates

TAS 40 (amendments) Transfers of Investment Property

IFRS 11 tamendments) Accounting for Acquisitions of Interest in Joint Operations

IAS I famendments) Disclosure Initiative

IAS 16 and IAS 38 (amendments) Clarification of Acceptable Methods of Depreciation and Amortisation

IAS 27 tamendments) Equin Method in Separate Financial Statements

IFRS 10 and I45 28 famendments) Sale or Contribution of Assets between an Investor and its Associate or Joint
Venture

IFRS 10, IFRS 12 and [AS 28 tamendments) Investment Entities. Applyving the Consolidation Exemprion
Annual Improvements to [FRSs:2012-2014 Cvele Amendments to:1FRS 5 Non-current Assets Held for Sale and
Discontinued Operations, IFRS 7 Financial Instruments. Disclosures, [45

19 Employee Benefits and I4S 34 Interim Financial Reporting

The directors do not expect the adoption of the Standards listed above will have a material impact on the
financial statements of the Group in future periods, except that IFRS 9 will impact both the measurement and
disclosures of financial instruments and IFRS 15 may have an impact on revenue recognition and related
disclosures. Bevond the information above, it is not practicable to provide a reasonable estimate of the effect of
IFRS © and IFRS 15 until a detailed review has been completed.

2 Accounting policies

Statement of compliance
The group financial statements have been prepared in accordance with Intemational Financial Reporting
Standards and its interpretations adopted by the EU ("“adopted IFRS's™).

Summary of significant accounting policies and key accounting estimates

The principal accounting policies applied in the preparation of these financial statements are set oul below.
These policies have been consistently applied to all the years presented, unless otherwise stated.
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Tenet Group Limited

Notes to the Financial Statements for the Year Ended 30 September 2017 (continued)

2 Accounting policies (continued)

Basis of preparation

The financial statements have been prepared in accordance with Intemational Financial Reporting Standards
("IFRSs™) as applicable to unlisted entities. The financial statements have also been prepared in accordance with
1FRSs adopted by the European Union and therefore the Group financial statements comply with Article 4 of the
FU IAS Regulation,

As stated in the Directors™ Report and afier making enquiries, the directors have a reasonable expectation that
the Group has adequate resources 1o continue trading successfully and fully comply with its regulatory
requirements for the foresecable future. Accordingly, they continue to adopt the going concern basis in
preparing the Annua! Report and Financial Statements,

The financial statements have been prepared on the historical cost basis. The principal accounting policies
adopted are set out below.

Basis of Consolidation

The consolidated financial statements include the financial statemenis of the company and its subsidiary
undertakings made up to 30 September 2017. Unless otherwise stated. the acquisition method of accounting has
been adopted. Under this method, the results of subsidiary undenakings acquired or disposed of in the year are
included in the consolidated income statement from the date of acquisition or up to the date of disposal, or the
loss of the power to control.

During the year the group increased its holding in Tenet Financial Services Limited (formerly The Employee
Benefits Corporation Limited) to 100% from 79.80%. Because of this there is no longer a non-controiling
interest shown in the Group's balance sheet.

All intra-group transactions, balances, income and expenses are eliminated on consolidation.

Goodwill

Goodwill arising on consolidation represents the excess of the cost of acquisition over the Group’s interest in the
fair value of the identifiable assets and [iabilities of the subsidiary at the date of acquisition. Goodwill is initially
recognised as an asset at cost and is subsequently measured at cost less any accumulated impairment losses.
Goodwill which is recognised as an asset is reviewed for impairment at least annually, Any impairment is
recognised immediately in the income statement and is not subsequently reversed.

Goodwill arising on acquisition before the date of transition to IFRSs has been retained at the previous UK
GAAP amounts, subject to being tested for impairment at that date.

Intangible assets
[ntangible assets are stated at cost net of amortisation. Amortisation is provided at rates calculated to write off
the costs of each asset over its estimated useful economic life.

Investments
Investments are included at cost less amounts written off for permanent impairment.
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Tenet Group Limited

Notes to the Financial Statements for the Year Ended 30 September 2017 (continued)

2 Accounting policies (continued)

Property, plant and equipment

Property. plant and equipment are stated at cost net of depreciation with the exception of work in progress on
computer equipment which reflects expenditure on assets not yet brought into use and therefore not vet subject
to depreciation. Depreciation is provided at rates calculated to write off the cost. less the estimated residual
value of each assel. on a straight-line basis over its estimated useful life,

Depreciation
Depreciation is charged so as to write off the cost of assets, other than land and properties under construction
over their estimated useful lives, as follows:

Asset class Depreciation method and rate
Computer equipment & software 3 years

Leasehold improvements 5 - 10 years

Fixtures & fittings 5 years

Leases

Rentals under operating leases are charged to the income statement on a straight-line basis over the lease term
even if the payments are not made on such a basis.

Trade receivables

Trade receivables are measured at initial recognition at fair value and are subsequently measured at amortised
cost using the effective interest rate method where the effect is material. Appropriate allowances for estimated
trrecoverable amounts are recognised in the income statement when there is objective evidence that the asset is
impaired. The allowance recognised is measured as the difference between the asset’s carrving amount and the
present value of the estimated future cash flows discounted at the effective interest rate computed at initial
recognition where the effect is material.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cal} deposits. and other short-term highly liquid
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of
changes in value.

Trade payables
Trade payables are initially measured at fair value and are subsequently measured at amortised cost. using the
cffective interest rate method where the effect is material

Financial assets and liabilities

Classification

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the assets of
the Company after deducting all of its labilities.

Recognition and measurement

Financial liabilities, including borrowings, are initially measured at fair value. net of transaction costs and
subsequently measured at amortised cost using the effective interest method. with interest expense recognised
on an effective yield basis.
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Tenet Group Limited

Notes to the Financial Statements for the Year Ended 30 September 2017 (continued)

1 Accounting policies (continued)

Defined contribution pension obligation

The Group operates a defined contribution pension scheme. The amounts charged to the income statement are
the contributions payable in the year. Differences arising between contributions payable in the year and
contnbutions actually paid are shown as either accruals or prepayments in the balance sheet.

Tax
The tax expense represents the sum of the tax currently payable and deferred tax.

The 1ax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as
reporied in the income statement because it excludes items of income or expenses that are taxable or deductible
in other years and it further excludes items that are never taxable or deductible. The Group’s liability for current
tax. mcluding UK corporation tax, is provided at amounts expected to be paid {or recovered) using the tax rates
and laws that have been enacted or substantially enacted by the balance sheet date.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the
balance sheet date where transactions or events that result in an obligation to pay more tax in the future or a
night 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 its results as stated in the financial statements that arise from the
inclusion of gains and losses in 1ax assessments in periods different from those in which they are recognised in
the financial statements.

A net deferred tax asset is regarded as recoverable and therefore recognised only when. on the basis of all
available evidence. it can be regarded as more likely than not that there will be suitable taxable profits from
which the future reversal of the underlying timing difterences can be deducted.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or
the asset is realised. Deferred tax is charged or credited to the income statement, except when it relates to items
charged or credited directly 1o equity, in which case the deferred 1ax is also dealt with in equity.

Deferred tax i1s measured at the average 1ax rates that are expected to apply in the period in which the timing
differences are expected to reverse, based on tax rates and laws that have been enacted or substantially enacted
by the balance sheet date. Unless the effect of discounting is material, deferred tax is measured on a
non-discounted basis.

Amortisation
Amortisation is provided on intangible assets so as to write off the cost, less any estimated residual value, over
their expected useful economic life as follows:

Assel class Amortisation method and rate
Purchased goodwili 20 years straight line

Share based pavments

The Group operates an Enterprise Management Incentive Plan which is approved by Her Majesty s Revenue &
Customs as well as an Unapproved Share Options Plan for the benefit of all eligible employees. The value of the
options at the date of issue is intrinsicaily low as the options are not assignable and Tenet Group Limited is not a
listed company. As a consequence, the impaci on the profitability of the company and its net assets is immaterial
and the cost of share-based payments is therefore disregarded in the preparation of the financial statements.
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Tenet Group Limited

Notes to the Financial Statements for the Year Ended 30 September 2017 (continued)

3 Critical accounting judgements and key sources of estimation uncertainty

Critical judgements in applying the Group's accounting policies

The following are critical judgements. apart from those involving estimations (which are dealt with separately
below). that the Group has made in the process of applying the Group's accounting policies and that have the
most significant effect on the amounts recognised in the financial statements.

Revenue recognition

All revenue relates to the principal activities described in the accompanying Strategic Report and arises in the
United Kingdom.

Revenue is measured at the fair value of the consideration received or receivable and represents commissions
and fees receivable, other amounts receivable from product providers and sales of services provided in the
normal course of business. net of discounts, VAT and other sales related taxes.

Initial commissions are accounted for when policies are accepied by the product providers, or mortgages
complete. whilst renewal commissions are accounted for when received. Related amounts of commission due to
the Group's agents (Appointed Representatives and/or financial advisers) are included in cost of sales and trade
creditors. Fee income is recognised based on when the service is provided and when considered certain.

Dividend income from investments is recognised when the shareholders® rights to receive payment have been
established.

Commission clawback

All commission amounts previously paid by Group companies in respect of such cancelled policies are
recharged in their entirety to the relevant Appointed Representative and/or financial adviser.

Commission clawbacks are typically recharged to the relevant Appointed Representative by TenetConnect
Services Limited. TenetConnect Limited and TenetLime Limited. Where the collection of such receivables is
doubtful, each company makes an appropriate provision. Aspire Financial Management Limited will recharge
commission amounts clawed back to the relevant adviser and depending upon the type of cancelled policy,
TenetFinancial Sotutions Limited may recharge commission amounts clawed back to the introducer of the
business.
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Tenet Group Limited

Notes to the Financial Statements for the Year Ended 30 September 2017 (continued)

3 Critical accounting judgements and key sources of estimation uncertainty {(continued)

Claims payable

In the normat course of business some Group companies receive queries and complaints regarding the sale of
financial products and’or financial advice. Where appropriate these are investigated in accordance with the
relevant company’s procedures. In some instances redress may be payable.

For some Group companies, the lead provider of Professional Indemnity Insurance is another Group company.
Paragon Insurance Company Guernsey Limited. This business holds adequate cash reserves 1o meet claims
which arise. These balances are ring-fenced from Group cash resources.

Run-off cover

The PII cover provided by Paragon insures current members of the networks on a ‘claims made” basis. EX
members of the networks cease to be insured for claims arising which presents them with a significant financial
purden of having to pay any redress. To help with this the Group introduced through Paragon a lifetime PH run
oft cover product which provides ex members of the networks with continuing P cover for a one off fee.

Since 2013 the Group has allocated a proportion of the members annual P11 premium to run off, In effect. this
has accrued a discount toward a future run off policy which the member could buy once they have left the
networks,

The accrued funds are held in a designated trust account by Paragon and are converted to premium when
members leave the Group and purchase the run off cover. Where members leave the Group and do not purchase
run off cover, the accrued funds are transferred 1o Paragon; should any claim arise against any ex member then
the accrued funds would be offset against any claim and the ex-member would then be liable for the balance of
any loss.
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Fenet Group Limited

Notes to the Financial Statements for the Year Ended 30 September 2017 (continued)

3 Critical accounting judgements and key sources of estimation uncertainty (continued)

Key sources of estimation uncertainty
Goodwill

To determine whether goodwill is impaired requires the Group to make an estimate of the value in use of the
cash generating units to which goodwill has been allocated. The value in use calculation requires the Group to
estimate the future cash flows expected to arise from the cash generating units and 10 discount these at a suitable
discount rate factor {'DCF') in order to calculate the net present value. The Group has used a DCF of 10% in its
calculation and uses estimated cashflows from board approved five year budgets. The carrying amount of
goodwill at the balance sheet date was £10,538,543 - during the year £396,296 of goodwill was written off
following a restructure of Tenet Financial Services Limited (formerly The Employee Benefits Corporation
Limited), a wholly owned subsidiary.

Claims payable

Based upon the experience of the relevant company, an estimate of total redress which may be payable is
calculated. These amounts, if they become payable. will usually be recovered from either Professional
Indemnity insurers and‘or the Appointed Representative and/or financial advisers responsible for giving the
advice about which the complaint was made. Where the collection of such receivables is doubtful. the company
makes an appropriate provision,

Revenue recognition

Due to the nature of the business of several Group entities including. TenetConnect Limited. TenetConneci
Services Limited, TenetLime Limited, TenetFinancial Solutions Limited. Tenet Financial Services Limited
(formerly The Employee Benefits Corporation Limited} and Aspire Financial Management Limited; it is not
possible to precisely determine at the date of the financial statements which policies have been accepted by the
product providers or mortgages completed where commissions have not yet been received by these companies.
This estimate is instead based upon historic data regarding the value of policies submitted to the product
providers and deemed to be on risk. The directors review the basis of this estimate to ensure the adequacy of
these calculations.

Commission clawback

A number of Group companies make a provision in respect of commissions received on “indemnity™ terms
whereby commission amounts are repayable if policies are cancelled subsequent to their sale. This provision is
estimated based on historic data.

4 Exceptionsl costs

The exceptional costs for the year were as follows:

2017 2016

£ £

Restructuning Costs 1.026.461 -
Strategic Review 448 655 -
1475116 -
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Tenet Group Limited

Notes to the Financial Statements for the Year Ended 30 September 2017 (continued)

4 Exceptional costs (continued)

Restructuring Costs

The restructuring of a loss making subsidiary which resulted in the relocation of the business to head office and
a reduction in operating costs, whilst still providing a continued auto enrolment service to its customers. In
addition an impairment review was carried out on the investment value held for this subsidiary and a review of
the balance sheet.

Strategic Review

The strategic review of the Group. initiated by the major sharecholders. resulted in the decision by the major
shareholders to retain their investment in the Group for the foreseeable future.

Page 33



Tenet Group Limited

Notes to the Financial Statements for the Year Ended 30 September 2017 (continued)

5 Operating profit
Arrived at after charging

Depreciation expense
Amortisation expense

Operating lease expense - property
Operating lease expense - other

6 Finance income and costs

Finance income
Interest income on bank deposits
Other interest received

Total finance income

Finance costs
Interest on bank overdrafis and borrowings
Interest payable and similar items

Total finance costs

Net finance income
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2017 2016

£ £
928.738 888.682
262,174 267.397
332,900 340310
164.007 245.402
2017 2016

£ £
100.971 205,902
30.429 25,487
131.400 231,389
(53) -
(981) (10)
(1.034) (10
130,366 231.379




Tenet Group Limited

Notes to the Financial Statements for the Year Ended 30 September 2017 (continued)

7 Staff costs - Group

The average number of persons employed by the group (including directors) during the year, analysed by

category was as follows:

2017 2016
No. No.
Administration 266 239
Directors 16 16
282 255

The aggregate payroll costs (including directors’ remuneration) were as follows:
2017 2016
£ £
Wapges and salaries 9.015.676 8,847,613
Social security costs 947,520 917.300
Pension costs, defned contribution scheme 493,535 531,281
10,456,731 10,296,194

Company

All staff utilised by the company in the delivery of its services are employed by Tenet Group Limited. Tenet
Business Solutions Limited is responsible for the payment of the remuneration of all Tenet Group Limited
employees, including the directors of the company and its subsidiaries, and it receives recompense from the
company and its subsidiaries in respect of this service through management recharges which are altocated on a
time incurred basis. The amounts recharged 10 other Group companies in respect of directors are included in the
financial staternents of each Group company. Staff costs recharged in the year to Tenet Group Limited are £nil
(2016:£845,557). A change in recharging of expenses in the year meant none of the directors’ or siaff costs were

charged to Tenet Group Limited company.

Total remuneration of the directors in respect of the company during the year are shown in the table below.
These costs were recharged to subsidiary companies within the Group, Additional emoluments paid to the

directors of the company during the year were £nil (2016: £nil).

8 Directors' remuneration

The directors' remuneration for the year was as follows:

2017

£

Remuneration 1,362,120
Contributions paid to money purchase schemes 109,747
1.471,867

016
£

1,256.284
156.847
1,413,131
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8 Directors’ remuneration (continued)

During the year the number of directors who were members of pension schemes was as follows:

Accruing benefits under money purchase pension scheme

In respect of the highest paid director:

Remuneration

9 Auditors' remuneration

Audit of these financial statements

Audit of the company's subsidiaries pursuant 1o legislation
Other assurance and corporation taxation services

2017 2016
No. No.

2 3

2017 2016

£ £
388,090 329,994
2017 2016

£ £

4,863 4,863
2017 2016

£ £
130,500 125,638
18,370 39.070
148,870 164,708

Audit fees are paid by a Group company and recharged around the group.
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10 Income tax
Tax charged/(credited) in the income statement
2017 2016

Current taxation
UK corporation tax - -
UK corporation tax adjustment to prior periods - -

The 1ax on profit before tax for the year is the same as the standard rate of corporation tax in the UK (2016 - the
same as the standard rate of corporation tax in the UK) of 19.5% (2016 - 20%).

The differences are reconciled below:

2017 2016
£ £
{Loss)/profit before tax (376,303) 584,265
Corporation 1ax at standard rate (86.945) 116,072
Decrease in current tax from adjustment for prior periods . (159,194)
Increase from effect of capital allowances depreciation - 133,783
Increase from effect of revenues exempt from taxation (911.132) (176.255)
Increasc from effect of expenses not deductible in determining taxable
(loss)/profit 1,025,312 157,788
{Increase)/decrease from tax losses for which no deferred tax asset was
recognised (27.235) 25,100
Decrease from transfer pricing adjustments . (20,073)
Deferred tax credit relating to changes in tax rates or laws . (77,221)

Total 1ax charge/(credit) - -

Finance Act No2 2013, which was substantively enacted on 26 October 2015, includes further provisions to
reduce the corporation tax to 19% with effect from 1 April 2017 and 18% with effect from 1 April 2020. As the
enabling legislation has not been substantively enacted at the balance sheet date. these rates do not apply to the
deferred tax position at 30 September 2017,

The Finance Act 2013 was substantively enacted on 2 July 2013 and provided for a reduction in the main rate of

corporation tax from 23% to 21% with effect from 1 April 2014 and by a further 1% 10 20% from 1 April 2015,
Accordingly both of these rate reductions have been reflected in the financial statements.
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10 Income tax (continued)

Deferred tax
Group

The Group has a recognised deferred tax asset at 19% of £368,088 (2016: £367.,370). There is £674,199 of
unprovided deferred taxation at 30 September 2017 (2016: £786,679).

11 Property, plant and equipment

Group

Cost or valuation

At 1 October 2015
Additions

Transfer of completed assets

At 30 September 2016

At 1 October 2016
Additions

Disposals

Transfer of completed assets

At 30 September 2017

Depreciation
At 1 October 2015

Charge for year

A1 30 Seprember 2016
At I Octaber 2016
Charge for the year
Eliminated on disposal

At 30 September 2017
Carrying amount

At 30 September 2017
At 30 September 2016

At 1 October 2015

Leasehold  Fixtures & Assets under Computer
improvements fittings construction  equipment Total
£ £ £ £ £
952,389 605.179 694 913 8.527.685 10.780.166
27,783 890,884 656,783 487,242 1,261,692
y - (264,608) 264,608 -
980,172 695,063 1.087,088 9,279,535 12,041,858
980,172 695,063 1.087.088 9.279.535 12.041.858
35.048 14,710 510,981 352,533 913,272
(21,062) (257,399) - (2,358,097) (2.636.558)
- . (639,080) 639,080 -
994,158 452,374 958.989 7.913,051 10,318.572
465,342 483,909 - 6,620,067 7,569,318
79,614 102,386 - 706,682 888,682
544,956 586,295 - 7.326,749 8,458,000
544,956 586,294 - 7,326,750 8,458,000
68,124 49,661 - 810,953 628,738
(20.469) (255.909) - (2.358,097) (2.634,475)
592,611 380,046 - 5,779,606 6,752,263
401,547 72,328 958,989 2.133,445 3.566,309
435216 108.768 1,087.088 1,952,786 3,583.858
487,047 121.270 694913 1907618 3,210.848
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12 Intangible assets

Group

Cost or valuation
At October 2015

Additions

At 30 September 2016
At 1 October 2016
Additions

Impairment
At 30 September 2017

Amortisation
At 1 October 2015

Amortisation charge

At 30 September 2016
At 1 October 2016
Amortisation charge

At 30 September 2017
Carrying amount

At 30 September 2017
A1 30 September 2016

At 1 Qctober 2015

Other intangible
Goodwill Acquisition Costs assets Total
£ £ £ £
18.618.522 688,166 1.260.323 20,567.011
- - 316,389 316,389
18.618.522 688,166 1.576,712 20,883.400
18,618,522 688,166 1.576,712 20.883.,400
- - 408,398 408,398
(396,296) - - (396,296)
18,222.226 688,166 1,985,110 20,895,502
7.683,683 335,159 375,695 8,394,537
- 106,584 160.813 267.397
7.683.683 441,743 536.508 8.661,934
7.683.683 441,743 536,508 8,661,934
- 76,657 185.516 262,173
7,683,683 518,400 722,024 8,924,107
10,538.543 169,766 1,263.086 11,971,358
10,934,839 246,423 1,040,204 12,221,466
10,934,839 353,007 884,628 12.172.474
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12 Intangible assets (continued)

During the year the Group acquired the goodwill and customer contracts of Alison Pearson Wealth Management
and BNA Financial Services - these are shown as additions within other intangible assets. The Group paid
£408,398 for the assets. The Group wrote off the goodwill of £396.296 relating to Tenet Financial Services
Limited {(formerly The Employee Benefits Corporation Limited) purchase in 2012 - this is shown as an
impairment in goodwill in the year.

In 2016 the Group acquired the goodwill and customer contracts of Furness Financial Advisers Limited. The
Group paid £316.389 for the assets.

In 2013 the Group acquired the trade and certain assets and liabilities of Merchant House Financial Services
Limited. The intangible asset element of the acquisition is comprised of customer rights and records and
amortisation is calculated to write off the asset over its estimated useful economic life.

In 2012 the business provided funding 10 a group of appointed representatives in order to facilitate the
recruitment of these firms into the networks. The amortisation of this expenditure is calculated to write off the
assel over its estimated useful economic life.

In 2006, the Group acquired the trade and certain assets and liabilities of Berkeley Independent Advisers
Limited and Berry Birch & Noble Financial Planning Limited. The intangible assets element of the acquisition
is comprised of the customer rights and records, and amortisation is provided at rates calculated to write off the
cost of each asset over its estimated useful economic life,

13 Investments

Group subsidiaries
Details of the group subsidiaries as a1 30 September 2017 are as follows:

Proportion of
ownership
interest and
voting rights

Name of subsidiary  Principal activity Country of incerporation held
2017 2016

Aspire Financial Provision of financial England and Wales 100% 100%
Management Limited  advice
Paragon Insurance Insurance company Guernsey (C.1.) 100% 100%
Company (Guemnsey
Limited
Sinfonia Asset Administration services England and Wales 100% 100%
Management Limited
Living In Retirement  Dormant England and Wales 100% 100%
Limited
TenetConnect Limited FCA regulated network  England and Wales 100% 100%

of IFAs
TenetConnect Services FCA reguiated network  England and Wales 100% 100%
Limited of [FAs
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13 Investments {continued)

Proportion of
ownership
interest and
voting rights

Name of subsidiary  Principal activity Country of incorporation held
2017 2016
TenetLime Limited FCA regulated network  England and Wales 100% 100%

of mortgage and general
insurance brokers

TenetFinancial Provision of financial England and Wales F00% 100%

Solutions Limited advice

TenetSelect Limited  Professional and England and Wales 100% 100%
administration services

Tenet Financial Provision of financial England and Wales 100% 79.8%

Services Limited advice

(formerly The
Employee Benefits
Corporation Limited)

Tenet Platform ServicesProvision of financial England and Wales 160% 100%
Limited platform
Tenet Business Marketing. employment England and Wales 100% 100%
Solutions Limited and 1T support to other

Group companies
Tenet Client Services  Holding company England and Wales 100% 100%
Limited
Tenet Limited Holding company England and Wales 100% 100%

For the year ending 30 September 2017 the following subsidiaries were entitled to exemption from audit under
section 479A of the Companies Act 2006 relating to subsidiary companies:

Living In Retirement Limited
Tenet Platform Services Limited
Tenet Client Services Limited and
Tenet Limnted.

During the financial year, Tenet Group Limited provided a guarantee under section 479C of the Companies Act
with respect the financial year ending 30 September 2017 to the above mentioned subsidiaries.
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13 Investments (continued)

Fixed Asset Investments

2017 2016

£ £

Investments in associates brought forward 52.980 52,980
Investments in associates provision (52,980) (52,980)
Investment additions 234,000 -
234,000 -

The Group's fixed asset investments brought forward comprise a 20% shareholding in Ayrshire Financial
Services Limited. a company incorporated in England and Wales, The principal activity of Ayrshire Financial
Services Limited is the provision of financial advice.

During the year a Group company (Tenet Businass Solutions Limited) acquired 145,000 shares in The
Sycamore IV Mezzanine Finance Fund LLP and 5.94% of the shares in Tungate Capital Plc. This investment is
shown at its acquisition cost of £234 000.
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13 Investments (continued)

Summary of the company investments

2017 2016

£ £

Investments in subsidiaries 39,213,353 39,213,353

14 Trade and other receivables
Group Company

2017 2016 2017 2016

£ £ £ £

Trade receivables 10,033,394 9947150 - -
Provision for impairment of

trade receivables (1,482,246) {1.720,928) 7 - .

Net trade receivables 8,551,148 8,226222 - -

Receivables from related parties - - 1.893.914 2,048,887

Prepayments 1,846,981 2,058,603 - -

Other receivables 771.275 1.080,743 - 150,000

Deferred tax asset 368.088 367.370 - -
Total current trade and other

receivables 11,537,492 11,732,938 1.893.914 2,198,887

Included in trade receivables is £3,498,616 (2016:£2,704,104) that relates 1o amounts recoverable in relation to
claims payable and in other receivables £780,857 (2016:£771,389) that relates to the provision of secured foans
as part of the Group's ongoing support for its Appointed Representatives.

Included within the Group's trade receivable balance are debtors with a carrying amount of £72,410 (2016;
£51,090) which are past due at the reporting date for which the Group has not provided as there has not been a
significant change in credit quality and the directors believe that the amounts are still recoverable. The carrying
value of these receivables past-due by less than three months is £1.374 (2016: £36,377), whilst £71,036 (2016:
£14.713) of the receivables are past-due by more than three months.

Within the company’s trade receivables balance there are no amounts which are past due at the reponting date
{2016: £nil).

The fair value of those trade and other receivables classified as financial instrument loans and receivables are
disclosed in the financial instruments note.

Movement in the allowance for doubtful debts 201; 20]:
Opening Balance 1,720.928 2032773
Amounts owed by debtors resulting in movement in the provision 412,607 176,699
Amounts written off during the year (46 988) (122.48%)
Amounts recovered during the year {604.301) (366,061)
Closing Balance 1,482,246 1,720,928
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15 Cash and cash equivalents

Group Company
2017 2016 2017 2016
£ £ £ £
Cash at bank 24,194,833 22.725.39] 1,230 57.430

Included within cash at bank and in hand is £13,645 895 (2016:£9.035.639) of short and medium-term fixed
deposit investments.

16 Trade and other payables

Group Company
2017 2016 2017 2016
£ £ £ £
Trade payables 12,834,875 9.456,743 - ()
Accrued expenses 805,307 977,968 - -
Amounts due to related parties - - 2.769.863 3.169.880
Social security and other taxes 50.567 169 965 - -
Other payables 1,106,249 2,215,272 - -
14 805,998 12,819,948 2.769.863 3.169,879

The directors consider that the carrying amount of the trade and other payables approximates their fair value.
Trade payables includes £1,641,740 (2016:£1,251,049) of future run-off premium prefunding prepayments -
these are held in a separate bank account with trust status.
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17 Provisions for liabilities

Group
Commission
clawback  Claims payable
provision provision Total
£ £ £
At 1 October 2016 664,207 6,723,766 7,387,973
Movement of existing provisions 277.761 (804.826) (527.065)
Provisions released (2,574.166) (97.966) (2.672.132)
Provisions added 1,781,736 841365 2,623,101
At 30 September 2017 149 538 6,662,339 6,811,877
Non-current liabilities 149 538 6.662,339 6,811,877

Claims payable provision

The claims payable provision is in respect of amounts that may be payable to the customers of certain Group
companies following a review of the sales process of the individual cases involved, These amounts, if payable,
will be pzaid by Paragon Insurance Company Guernsey Limited from existing cash resources or will be
recovered from third party Professional Indemnity Insurers (as applicable) less a policy excess and the policy
excess is usually recovered from the Appointed Representative and/or financial adviser responsible for the
individual case. Where the Appointed Representative is another Group company, TenetFinancial Solutions
Limited, Aspire Financial Management Limited or Tenet Financial Services Limited (formerly The Employee
Benefits Corporation Limited), the provision is related to the policy excess which would be payable to the
network. In the case of Aspire Financial Management Limited the cost is recharged to the relevant financial
adviser.

In the normal course of business and in common with the rest of the industry, the Group receives queries and
complaints regarding the sale of financial preducts and/or advice. One such complaint regarding the sale of a
product not approved by the Group, through a firm the Group had not authorised to give advice has been
received. No provision for this complaint has been made in these financial statements as the director’s do not
consider that there is any probable loss. 1n addition, were any action to be successful and compensation payable,
the Directors are satisfied that any losses that are not recoverable from the Appeinted Representative responsible
for providing the original advice, would be met by the insurance that the Group has in place.
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17 Provisions for liabilities (continued)

Coemmission clawback provision

The provision for commission clawback in certain Group companies relates 1o commission receipts
subsequently repaid should policies be cancelled after their sale. Except in relation to TenetFinancial Solutions
Limited and Tenet Financial Services Limited (formerly The Employee Benefits Corporation Limited), who
themselves are Appointed Representatives, Group companies recharge some or all of such amounts as
applicable 1o the Appointed Representatives or financial advisers, as applicable, responsible for the individual
case. The directors expect this provision to be utilised over the next 4 years. Following RDR there has been a
change in the business tvpes that the Group provides clawbacks for - this has resulted in an overall decrease in
the clawback provision.

18 Share capital

Allotted, called up and fully paid shares

2017 2016
No. £ No. £

'A' Ordinary Shares of £0.0001 each 15.215.669 1,522 15,215,669 1.522

'B' Ordinary Shares of £0.0001 each 232,097,345 23,210 232,097,345 23,210

247,313,014 24,731 247,313,014 24,731

'A' Ordinary shares

The 'A” Ordinary shares are entitled to receive a dividend or a retum of capital pari passu according to the
number of shares held as if they constituted one class of shares with the ‘B’ Ordinary shares. The *A” Ordinary
shareholders are entitled to receive notice of and attend and spcak at any general meeting of the company and
have one vote per share held.

'B' Ordinary Shares

The *B" Ordinary shares are entitled to receive a dividend or a return of capital pari passu according to the
number of shares held as if they constituted one class of share with the *A" Ordinary shares. The *B” Ordinary
shareholders are entitled to receive notice of and attend and speak at any general meeting of the company and
have one vote per share held.

An Investor Majority (comprising at least 60% by nominal value of the ‘B’ Ordinary shareholders) has
additional rights regarding the transfer of shares and other shareholder matters as provided for in the company’s
Articles of Association.
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18 Share capital (continued)

Enterprise Management Incentive staff scheme and Unapproved Share Option Scheme

On 25 November 2002, the directors adopted the *Tenet Limited Enterprise Management Incentive Plan® and
“Unapproved Share Option Scheme’. Under the plan. employvees of Tenet Group Limited and its subsidiaries are
eligible for options to purchase shares in the company to be granted to them. The directors determine the timing
and price of the options and any conditions employees are required 1o fulfil 10 qualify.

The first exercise date is, in accordance with Rule 4 of the scheme rules, the earliest of: a listing date; an asset
sale; during the month of November in any year foHowing the expiry of 3 vears from the date of the grant; or
otherwise at the discretion of the Remuneration Committee. At the year end there are no staff with share options
under the Enterprise Management Incentive, 6 staff with share options expiring in January 2018 and 11 staff
with share options expiring in January 2019 under the Unapproved Share Option scheme.
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19 Obligations under leases and hire purchase contracts

Group

Operating leases

The total of future minimum lease payments under non-cancellable operating leases for each of the following

periods is as follows:

2017

£

Not later than one year 321,879
Later than one vear. not later than § years 890,354
Later than five years . 305,634
1,517,867

2016
£

319,104
916.179
745,024
1,980,307

Company
The company has no operating lease commitments.
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20 Financial Instruments

Capital Risk Management

The Group manages its capital to ensure that entities in the Group are well capitalised whilst maximising its
return on capital.

The board reviews both the Group and each Group company ‘s capital position on a monthly basis taking into
account each company’s regulatory and operational requirements. Based on this review, the Group balances its
overall capital structure through the payment of dividends and the investment in, or loans made to, subsidiary
group companies.

The Financial Conduct Authority (“FCA™) directly regulates some Group companies and receives information in
respect of the financial resources of these Group companies on a quarterly basis. The FCA also supervises the
Group as a whole and receives information upon the Group's overall capital position. The management of the
capital of the regulated companies is closely monitored to ensure compliance with the requirements of the
capital and expenditure based tests of the FCA.

The Group’s capital strategy remains unchanged from the previous year.

Significant Accounting Policies

Details of the significant accounting policies and methods adopted. including the criteria for recognition, the
basis of measurement and the basis on which income and expenses are recognised, in respect of each class of
financial asset, financial liability and equity instrument are disclosed in Note 2 to the financial statements.

Market Risk

Market risk is the risk that arises from adverse movements in equity. bond. interest rate, foreign exchange or
other traded markets. The Group’s exposure to market risk arises solely in relation to interest rate fluctuations
on the returns from its capital which is not hedged and a small number of loans made to Appointed
Representatives. Group treasury policy is to maximise credit interest whilst maintaining sufficient liquidity
within each group company in order to meet operational and regulatory requirements.

The company's exposure to market risk arises solely in relation to interest rate fluctuations on the returns from
its capital which is not hedged and interest bearing loans made to subsidiary companies.
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20 Financial Instruments (continued)
Credit Risk

Credit risk is the risk of loss if another party fails 1o perform its obligations or fails to perform them in a timely
fashion. The Group's credit nisk is primarily attributable 1o its cash balances and trade receivables and other
debtors from its Appointed Representatives/financial advisers. The Group™s credit control function continually
reviews outstanding client balances for recoverability and reports on these to management. These balances are
then impaired where management’s opinion is that the balance is not fully recoverable. Credit risk is mitigated
by the fact that amounts owed by Appointed Representatives can be offset against amounts owed to the
Appointed Representatives and company policy is to deal only with creditworthy counterparties. Trade
receivables and other debtors from Appointed Representatives consist of a large number of customers and are
spread across a diverse geographical area within the U.K. The company does not have any significant credit risk
exposure to any single counterparty.

The credit risk on receivables due {from product providers is limited due to the FCA requirements on these
companies 10 maintain a sufficient level of capital to meet their current liabilities. These receivables are due
from a large number of product providers and are payable to the company within one month of the obligation
arising.

Credit risk on cash balances is managed through the lodgement of such balances through a numbet of financial
nstitutions.

The balances due from trade customers are comprised of trade receivables and other debtors (see Notes 2 and
14). The Group holds £ml of collateral over trade receivables (2016: £150,000).

The maximum Group exposure to credit risk at the reporting date was £30,397.523 (2016: £29,280.856). These
balances are comprised of all financial assets.

The company’s credit risk is almost entirely antributable to its cash balances and loan and receivables from other
Group companies and the provision of secured loans as part of the Group's ongoing support for its Appointed
Representatives.

The maximum exposure of the company to credit risk at the reporting date was £1,892,787 (2016: £2,258,952).
These balances are comprised of all financial assets.

Liquidity Risk

Liquidity risk is the risk of not being able to meet liabilities as they fall due. Each Group company is capitalised
at a level required to meet its business and regulatory needs or alternatively, where required, has borrowing
facilities available from its parent company. Responsibility for liquidity risk management rests with the Group’s
board which receives information on the company’s short term requirements on a weekly basis and medium to
long term requirements on a monthly basis. Cash flow monitoring and forecasting form part of the reports
regularly delivered to the Group's board. Liquidity risk on financial liabilities is mitigated by the fact that a
significant proportion of the financial liabtlities only become payable upon receipt of trade receivables. All
financial liabilities are payable within three months of the obligation arising.
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20 Financial Instruments {(continwed)

The Group’'s financial instruments are categorised in the table below:

Financial Assets 201; 20':
Cash 24,194 833 22.725,391
Loans and receivables from trade customers 5,042,950 6,602,856
29,237,783 29,328,247
Financial Liabilities 20‘; 201:
Amounts owed to trade customers 13,941 859 11,672,757
The company's financial instruments are categorised in the table below:
2016
Financial Assets 2011 ¢
Cash 1.230 57.430
Loans and receivables from group companies 1.893914 2.048.887
Loans and receivables from trade customers _ 150,000
1,895,144 2,256,317
Financial Liabilities 201: 201:
Loans and amounts owed to group companies 2,769.863 3.169.880

The interest rate sensitivity analysis below are based on reasonably possible changes in interest rate scenarios.
Al the reporting dated a 0.5% increase or decrease in interest rates compared to actual rates would
increase/{decrease) the annual net interest receivable by the following amounts:

2017 2016

Group £ £

0.5% increase 120,974 113,627
0.5% decrease (120,974) (113,627)
2017 2016

Company £ £

0.5% increase 6 287
0.5% decrease (6) (287)
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21 Related party transactions

Summary of transactions with parent entities

Details of transactions with key management personne] are included in Note 7. There were no other related
party transactions during the financial year.

There were no related party transactions during the year other than movements in balances between the
company and its wholly owned subsidiaries {"Group Companies") as follows:

Income and receivables from related parties

Subsidiary
2017 £
Receipts from Group Companies 546,082

Subsidiary
2016 £
Receipts from Group Companies 3,332,020
Expenditure with and payables to related parties

Subsidiary
2017 £
Payments to Group Companies 791,126

Subsidiary
2016 £
Payments 10 Group Companies 2.347.215

22 Events after the balance sheet date

Afier the year end The Employee Benefits Corporation Limited was renamed Tenet Financial Services Limited.
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