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TENET GROUP LIMITED

BUSINESS PHILOSOPHY

Our core values and objectives are

s To provide a professional and valued service 1o our customers

&  To be the most successful business in our chosen markets

+ To provide a stable and rewarding environment for staff

* To operate in compliance with the requirements of the regulatory authorities

e  To create growth in shareholder value

We aim to deal with all third parties with integrity and recognise their value to Tenet

Our key stakeholders are

e  Our customers — financial advisers and retail chients

#  QOur staff and sales consultants

¢ Qur key suppliers

e QOur shareholders and other financial backers




TENET GROUP LIMITED

CHAIRMAN’S STATEMENT

My statement last year was written as the economic tempest reached its height  Only in the second quarter of 2009
did the storm begin to abate Therefore, this set of results needs to be considered against this very adverse
background

So I am pleased to report that Tenet had another profitable year with a pre-tax profit of £1 006 million agamst
£2 839 million 1n the prior year Our balance sheet remained strong with net assets of £34 mullion and, no less
importantly, the Group®s cash balances improved to £28 4 million The extent of this achievement can best be
shown by the fact that during the year a number of our major competitors were forced into administration

But mere survival 15 not good enough for Tenet and during the year some important steps were taken to position the
Group for 2012 and beyond, by which time the new regulatory regime 1s expected to be 1n place Tenet’s future is
based on four foundation stones — a strong balance sheet, first class human resources, a well-respected business
offering and reliable, scaleable IT systems We support both mortgage and investment advisers through a diverse
range of business channels Our prudent approach to financial advice standards and our technical product research
has enabled the Group and its financial advisers to avoid some of the pitfalls seen 1n the industry

Given these strengths, Tenet should now be set to thrive Further, during the year, the Financial Services Authornty
published its final comsultation paper on its Retail Distribution Review and the long awaited revisions to the
Prudential Rules were also finalised after extensive consultation The combined effect of these two exercises should
give real impetus to the Group And, of course, Tenet’s investment in new business activities, such as Sinfoma and
Paragon, offers exciting growth prospects for the business

Looking forward, while we may have seen the worst of the economic recession, the future 1s far from clear Is it
inflation or deflation that we have to plan for? Can we expect a general, if slow, recovery from this pont or are we
facing a double dip, W shaped economic future?

To contmue to succeed in this uncertain environment the Board relies on the continuing efforts of the Company’s
staff, so 1 would like to take this opportumty to thank every member of the Tenet team for the support they have
demonstrated during the past twelve months Not only have these been challenging economic times but, at the same
time, regulatory change 1s transforming the industry Without the commitment and enthusiasm of all our staff, we
could neither have maintained the performance of the business nor laid the foundations for future development

In times such as these, we have to remain alert to every shift in conditions Flexibility and swiftness of reaction will
be at a premium  We have to plan for the worst and hope for the best The past year has shown our ability to meet
adversity so I am cautiously optimistic that we can meet future challenges as they anise I hope when I write again in
twelve months time that some of the fog currently clouding the economic battlefield will have begun to clear so that
we can continue to build the business with more confidence and certainty

LORD HODGSON OF ASTLEY ABBOTTS

CHAIRMAN




TENET GROUP LIMITED

CEO OVERVIEW

Introduction

In the previous Report & Financial Statements, I commented that it was to be hoped that the actions taken by central
governments in the autumn of 2008 to shore up the credit markets and provide a fiscal stimulus would restore
sufficient confidence to avoid a severe slump n the global economy Although the subsequent pertod through to the
end of Spring of 2009 was tough, 1t could have been much worse For the moment, most people seem to have
recovered from the unpleasant shock of the economy actually gong into recession and we have seen a tentative lift in
confidence levels (and house prices)

However, 1t 1s still far from clear how events will unfold over the medium term and the Board remains cautious given
the fragility of the current economic position the exchange rate remams vulnerable, interest rates are at an
unsustamably low level, unemployment levels are increasing to levels many voters and workers will not have
experienced before, and, finally, government finances are so weakened that reductions 1n government spending and
increases m taxation will be with us soon regardless of the cutcome of the next general election

The Board remains concerned that the bounce in confidence levels which has developed during 2009 simply reflects
the current hiatus n the economy and that developments in 2010 may provide a pamful reminder that the road to
recovery will be a long one Against this potentially tough backdrop, the Tenet Group Board still beheves that the
financial advisory sector can flourish as clients endeavour to re-construct their savings portfolios and/or address a
mountain of personal debt

Tenet offers a wealth of business and marketing support for financial advisers who want to address the challenges of
the market proactively whilst also offering them certamty and a safe haven dunmng these challenging times The
business 15 well capitalised and carries substantial cash balances so that not only can shert-term shocks be absorbed
but also capital 1s available to take advantage of new opportunities

This availability of capital will be of critical importance to financial advisory businesses over the next few years, as
they will be operating against a difficult economic backdrop at the same time that the Financial Services Authority
demands a revolution 1 their business models Tenet Group has already begun its work n anticipation of the new
regulatory framework envisaged by the Retail Distribution Review Qur aim 1s to offer financial advisers the ability
to play to their sirengths in the new regime and to minimise the disruption its adoption will create

Critical to our past and future success 15 the performance of our staff and directors which continues to be
tremendous It has been our people who have delivered a good result in difficult times and the Board would like to
recognise the contribution they make to the Group’s ongoing success

Developments over the Last 12 Months

The Group has been extremely active m addressing two major strands of regulatory change proposed by the
Financial Services Authority

e  The first of these relates to clranges in the Prudential Rules for Personal Investment Firms, the aim of which
1$ to mmprove the quality and quantity of capital resources held by firms directly authortsed by the Financial
Services Authority to give investment advice The proposed changes are expected to bring the amount of good
quality capital required to be held by every Personal Investment Firm up to the same standard as that held by
IFA networks, such as The M&E Network Limited and Interdependence Limited The Board believes that such
changes would be beneficial to consumers and the industry at large, removing a bias towards smaller, less well
resourced firms It 1s also to be hoped that as the capitalisation of firms unproves, the cost to the industry of the
Financial Services Compensation Scheme will reduce  The nature of the consultation by the Financial Services
Authority was extremely technical and Tenet was engaged heavily in the process, responding 1n full in early
2009




TENET GROUP LIMITED

CEO OVERVIEW (CONTINUED)

Developments over the Last 12 Months (continued)

The second strand of regulatory change was a more fundamental review of how financial advice 1s provided in
the UK, the Retarl Distribution Review The mtention of the proposed changes 1s to ensure that mvestment
advice in the future 15 given by better qualified, fee charging financial advisers This will require wholesale
changes to the busimess models currently adopted by most Personal Investment Firms and the market disruption
which will ensue could be sigmificant Over the past twelve months, the Tenet Group has lobbied hard on behalf
of its financial advisers to try to influence the outcome of the review to mminuse disruption where 1t 15 not
required and to push for a practical solution to the 1ssues that the Financial Services Autherity 1s endeavouring
to address A full response was submitted to the consultation paper 1ssued in 2009 and the work of the Group in
the autumn of 2009 turned towards preparatory work for implementation of the likely necessary changes

Despite the temptation to stand still before the implementation of the Retail Distribution Review, the service offering
of Tenet’s historic businesses has continued to be refined The Board has taken the view that in the current
economic climate, no busimess can afford to be complacent A few of the notable developments 1n the business are

A full technology review has been undertaken to wdentify the best front end and customer relationship
management systems to integrate with the Group’s back office system, OfficeNet This review has recently
concluded and 1s now moving to implementation The introduction of a fully mtegrated front end system will
offer the group’s financial advisers the opportunity to save costs, improve data capture and storage and automate
some compliance procedures The Board believes that the Group’s financial advisers will see this innovation as
a welcome step forward whilst also proving attractive to those financial advisers who are considering joinmng
Tenet

The Group has been concerned about the impact of the “credit crunch™ and, as a consequence, the Group has
launched a number of financual support packages for the Appomnted Representatives of its tlhree networks
These are tailored to the individual needs of the networks® firms and range from “Credit Crunch Loans”, aimed
at replacing bank overdrafts, through to bespoke financial support for member firms looking to raise finance for
the acquisition of the chient banks of other firms Given the nherent nisks of such lending, particularly during a
recession, the credit management of this activity 1s undertaken carefully

The business continues to improve the strength and depth of its human resources and the past year has seen a
number of key appomtments 1n the senior management team In addition, the Group has continued its efforts
with regard to staff development more generally, launching 1ts Management Development Programme 1n late
2008 This programme 15 a major mvestment by the Group and 15 intended to develop and coach all staff who
have any managenal responsibility within the Group It ts an intensive programme run over a sustawned period 1n
conjunction with local colleges and 1s now 1nto 1ts second round of training

More recently established business activities within the Group continue to develop, too

Sinfonia Asset Management has now traded for one full financial year and 1s becoming established within the
market Techmcal issues with the service offering were addressed early after its launch and the past twelve
months have seen the company’s efforts primarily focused upon improved support for financial advisers using
the system In view of the market conditions we have endured since Sinfonia began trading, sts performance has
been pleasing with funds under management reaching £35 million as at 30th September 2009

Having been established in September 2008, the Group’s captive professional indemmity insurer, Paragon, has
completed 1ts first year’s trading, contributing a profit to the Group’s performance This was achieved in
difficult market conditions and at a time when the claims track record of the industry as a whole has
deteriorated The formation of Paragon has been opportune as professional indemnity insurance markets have
begun to harden substantially, meaning that for many firms the cost of such insurance has risen sharply whlst
the value of cover has reduced In 2009, as a consequence of having invested in Paragon, Tenet was able to
anncunce a reduced prenmum for 1ts IFA network members winlst maintaining the overall quality of cover




TENET GROUP LIMITED

CEQO OVERVIEW (CONTINUED)

Developments over the Last 12 Months (continued)

Finally, the Group has continued to review acquisition opportunities actively Growth by acquisition has been a
major contributor to the development of the Group since 1t was formed and the Board 1s confident that Tenet has the
necessary skills required to integrate acquired businesses and explott the benefits of such opportumities Furthermore,
the Group has the cash resources required to pursue such a strategy However, despite a number of exploratory
discussions, none was pursued to a conclusion as price expectations n the market remained at a level where 1 15
difficult to achieve attractive returns on capital The Board remains comrnutted to pursuing acquisitions, but only
where such opportunities lead to increases in shareholder value

Prospects

The Financial Report on Business Performance gives some detail of the Group’s results over the last twelve months
In view of current market conditions, the Board believes that this has been a creditable performance Equally, the
Board beheves that the business 1s well positioned and that 1ts prospects are sound

s The Competitive Environment — the current financial strength of the Tenet Group tn terms of both its
profitabithity and capitalisation gives sigmificant comfort that not only will the business be able to ride out the
recession, but perhaps even benefit from it as capacity comes out of the market The last twelve months has seen
a number of high profile insclvencies, most notably Network Data Limited and The Money Portal Limited, and
it 15 likely that more firms will exit the market before the uptum comes More positively, tough market
conditions may also throw up attractive acquisition opportumties during the next twelve months These will be
pursued but we will continue to be vigilant when assessmg potential transactions to ensure that they are nght for
the Group

s The Regulatory Environment — the Group has devoted significant resources to recruiting new advisers and this
has started to bear fruit However, 1t 1s expected that the new Prudential Rules and the mplementation of the
Retail Distribution Review will supplement this success over the next few years, as such rules are expected to
favour well-resourced businesses Sumilarly, as the regulation of the mortgage market has started to mature,
mortgage brokerages are increasingly seeking the support of large well run networks An increase in adviser
numbers should improve turnover and increase profitability

o Internal orgamisation — the Group 15 now well resourced, with good IT systems, a high quality of human
resource and considerable financial capacity These resources will continue to be used to develop the Group’s
service offering, over the next twelve months, particular emphasis will be placed upon preparing for the
implementation of the Retail Distribution Review to minimise the disruption this might have on the Group and
its Appomnted Representatives A further key mitiative, which looks forward to the trading environment a few
years from now, 15 a major re-branding exercise of our historic businesses This 1s intended to make these
service offerings more relevant to the needs of different classes of financial advisory firms Fmally, the other key
development expected during 2010, as noted above, will be a major upgrade of the business’ front-end IT
systems which should improve the recruitment of new advisers and the retention of existing advisers I expect to
be able to comment in more detail on these initiatives in twelve months’ time




TENET GROUP LIMITED

CEO OVERVIEW (CONTINUED)

Prospects (continued)

e New service offertngs — the Group continues to look for opportunities for generating additional income 1n
response to market demands In this regard, Tenet 1s now actively developing two key initiatives to assist
financial advisers in a meaningful way with retirement solutions The first of these relates to affering “run off
cover” to financial advisers who wish to exit the industry, this type of insurance has historically been hard to
procure, leaving individual advisers eaposed to unwelcome personal habilities i their retirement The second
mitiative relates to offermg practice buy-outs to retiring financial advisers, supporting either a management
buy-out of their practice or a direct purchase by Tenet Group

o Sinfonia Asset Management — 1t 1s expected that the funds under management n the Sinfonia IFSL OEIC will
grow ssgnificantly in the next twelve months and that the income generated by Sinfoma’s business activities will
start to offset the cost incurred 1n developing this venture Growth 1s to be expected partly as activity rates n the
investment market recover to more normal levels, and also as Sinforua gains tractton amongst financial advisers
The directors do not expect that Group resources devoted to Sinforna will fall sharply over the forthcoming
twelve months, but 1t 1s expected that Sinfonia wilt be moving towards a breakeven point by this time next year

o The Economic Landscape — the deterioration m the equity and housing markets in the six months or so
following September 2008 had a notable impact on the activity rates of the Group’s financial advisers and,
therefore, the Group’s turnover This trend appears to have halted and begun a tentative reversal Clearly, the
economy and adwiser activity rates will improve over the medium term and this will naturally benefit the
Group’s profitability However, as noted above, the Board does not expect such a recovery to be swift and has
some concerns that any current inprovements seen mn economic performance may be short lived

Summary

2009 was a challenging year for Tenet, as the Group grappled with demanding economic conditions and engaged in
the debate regarding significant regulatory change OQur staff and directors have worked tirelessly and professionally
to successfully deal with these demands and, as a consequence of their efforts, the Group has emerged from the last
financial year stronger and fitter the Board thank them for their efforts

I also believe that the events of 2009 have made Tenet more confident of both 1ts position in the industry as well as
the long-term prospects of the sector So, although the directors remain concerned regarding the economic climate, 1t
1s with some confidence that we look forward to the opportunities and challenges of 2010

SIMON HUDSON

GROUP CHIEF EXECUTIVE




TENET GROUP LIMITED

FINANCIAL REPORT ON BUSINESS PERFORMANCE

INTRODUCTION

In the hght of general economic conditions endured during 2009 and the Group’s continuing nvestment mto
Sinfonia Asset Management Ltd (“Sinfonia™), the performance of the Group n the financial year to 30™ September
2009 was pleasing The Group reported a pre-tax profit of £1 006 milhon (2008 £2 839 million) in contrast to many
of 1ts competitors which remained or became loss making during this period

Sales levels and net interest income declined during the period under review, the former due to the condition of the
housing and equity markets and the latter due to the significant reductions n the Bank of England’s base rate to
historically low levels In order to mutigate this, the Group devoted attention to 1mproving ts gross margins and
carefully controlling 1ts overhead costs As a consequence of this, gross margins rose to 24 1% (2008 23 2%) whilst
overheads fell to £18 0 million from £19 7 milhion

Net assets improved to £34 0 nullion (2008 £33 ¢ muthon) with retained profits of £0 991 milhon (2008 £2 004
mithon} This performance 1s after taking into account the costs of mvesting in new business activities of £1 376
million (2008 £1 745 million)

FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 SEPTEMBER 2009

Key features of the performance of the business for the year ended 30" September 2009 compared to the previous
financial year are

e Sales fell from £92 5 mllion to £76 3 million as the average sales per financial adviser within the three
regulated networks continued to slide following the “credit crunch™ This trend halted in the summer of 2009
and a tentative recovery mn activity rates continues to be enjoyed, the benefit of which should be seen 1n the
financial performance of the Group n the year to 30" September 2010 The impact on the Group of falling sales
activity was mitigated by significant attention paid to improving gross profit margins, which rose to 24 1%
(2008 23 2%) and reducing overhead costs in the network businesses, which fell to £18 0 million (2008 £197
milhion)

e A further feature of the financial year to 30" September 2009 was the steady outflow of financial advisers from
the Appomnted Representative firms of the three networks as these firms focused their efforts on improving the
quality of their advisers To a large degree this was mitigated by the recruitment of new Appointed
Representatives and a notable feature of the period under review was the stabiity in adviser numbers across
the three networks Whilst the loss of advisers from existing Appomted Representatives 1s a short-term
disappointment to the Group, it 18 more important in the long run for Tenet's networks that the financial
performance of their Appointed Representatives remains resilient

e Prenuer bucked the trend of the prevading economic climate with a growth in fee income of 7.5% This
performance was attributable to the investment into sales and marketing across the Group over the last few
years Combined with the benefit of a restructuring of this business” operations, the improvement 1n fee income
resulted in Premier reporting operating profits in each month of the last quarter n the financial year and yielded
a reduction 1n Premier’s full year losses of almost £0 25 mullion

o Sinfoma completed uts first full financral year of trading, attracting funds under management of almost £35
nullion by 30" September 2009. This performance 1s seen by the directors to be creditable in the context of the
market conditions endured since the launch of Sinforua in June 2008 Akhough the cost of supporting this
investment continues to be material at £1 376 msllion (2008 £1 729 million), 1t remains within expectations It
is likely that the cost of supporting Sinforua will remain high n the financial year to 30™ September 2010 but 1t
15 behieved that Sinfoma’s ongoing success in attracting new investments will see this busimess make raptd
sirides towards breakeven over the next twelve months The Board remains confident that Sinfoma will offer
Tenet and 1ts customers significant advantage over the medium term which justifies this expenditure




TENET GROUP LIMITED

FINANCIAL REPORT ON BUSINESS PERFORMANCE (CONTINUED)

FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 SEPTEMBER 2009 (CONTINUED)

Paragon Insurance Company Guernsey Limuted (“Paragon”} completed us first financial wsurance policy
year providing “base layer” cover to Tenet Group companies. The structure of the policy utihises an alternative
nsk transfer structure, the use of historic reserves enabled the Group to absorb the elevated level of claims
experienced during 2009 without the cost of these claims impacting directly on Group performance
Furthermore, Paragon was able to generate successfully a first year pre-tax profit, justifying the capital
commitment of £4 million by the Group to this company This capital will remain at risk so long as the captive
insurance company continues to provide the Group with Professional Indemnity Insurance The Group continues
1o take extensive professional advice in the running of this company and the premium charged to the rest of the
Group 15 calculated on an arms length basis Whilst no guarantees can be given that the Group’s capital will not
be utihsed on msurance claims, 1t 1s believed that the premium it 1s charging 15 set at a commercial rate

The other notable feature of the financial performance of the Group in the period under review 1s the reduction
m net inferest income to £0 630 nullion (2008: £1.099 mdiion) following the reduction i the Bank of
England’s base rate to a historic low of 0 5% Early in the year, the Group’s Treasury management was re-
organised to address the nisks posed by the banking crisis in the autumn of 2008 so that the Group’s bank
deposits were spread across a number of institutions and this policy was developed further to mitigate the impact
of falling interest rates to the maxmmum extent possible A number of investment vehicles other than bank
deposits were evaluated to generate additional revenues for the Group, but in light of the financial resource
requirements for the regulated businesses, these were deemed not suitable If interest rates continue at thesr
existing low levels for the financial year to 30® September 2010, 1t 15 likely that net mnterest mcome will reduce
further

In conclusion, the performance of the business n the year ended 30™ September 2009 demonstrated that Tenet
responded well to the demands placed on it by the recession and has underlined the ongoing strength of its business
model The Group continues to have the financial stamina to devote significant investment in overheads and capatal
to new businesses activities, this enables the directors to take a long-term view of the industry and how the business
can be best positioned as the economy emerges from recession and the financial advisory sector embraces regulatory
change

THE CONSOLIDATED BALANCE SHEET AT 30 SEPTEMBER 2009

The key features of the balance sheet at the financial period end were

Caputal Strength: the net assets of the Group rose to £34 0 millien dunng the financial year ended 30®
September 2009 (2008 £33 0 milhion) The increase in the capital base of the business was attributable to the
level of retained profits during the last financial year The directors believe that the Group’s financial strength 15
amongst the best 1n the IFA sector

Ligquudity: the net current assets of the Group improved to £31 7 million (2008 £28 1 million), with cash
balances net of debt improving to £28 4 mullion (2008 £23 7 milhon) Although balance sheet strength 1s a key
ingredient to a successful business, the directors believe that m the financial advisory sector strength in hqudity
15 critical 1f the needs of retail consumers and financial advisers are to be property addressed

Goodwiil: the Group continues to carry substantial acquired consohidated goodwill as a result of its acquisition
strategy The directors continue to carefully monitor the value of such goodwﬂl for impaument and have
concluded that no such impairment 1s required in the financial year ended 30™ September 2009

In summary, the directors believe that the balance sheet of the Group 15 well structured and capitalised to support the
Group’s strategy gowng forward




TENET GROUP LIMITED

FINANCIAL REPORT ON BUSINESS PERFORMANCE (CONTINUED)
CONSOLIDATED CASH FLOW FOR THE FINANCIAL YEAR ENDED 30 SEPTEMBER 2009

The cashflow of the Group benefited from both positive trading results and the formation of Paragon, as historic cash
reserves assoclated with the alternative nisk transfer structure were transferred to the Group with the novation of the
msurance policy from the previous msurance underwriters Cash in the period increased by £4 7 million of which
£4 3 million related to the formation of Paragon The Group's cashflow remained satisfactory n the opinton of the
directors

DIVIDEND POLICY

It remams the policy of the Board of Directors to retain cash and profit generated by the Group for the financing of
new business imitratives and to support the Group’s acquisition strategy As a consequence, 1t 1s ntended that no
dividend be declared

FINANCIAL RESOURCES OF THE REGULATED NETWORK BUSINESSES AT 30 SEPTEMBER 2009

A requirement of the Financial Services and Markets Act 2000 1s that firms directly authorised by the Financial
Services 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

At 30™ September 2009, the statutory accounts of each of the Group’s three regulated networks (The M&E Network
Lunited, Interdependence Limited and Lifetime Insurance Mortgage Experts Limited) confirmed that each of them
satisfied their relevant regulatory financial resources requirements

The management accounts of the Group also confirm that each of The M&E Network Limited, Interdependence
Limited and Lifetime Insurance Mortgage Experts Limited satisfied their relevant regulatory financial resources
requirements at all umes during the Jast twelve months

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

PETER LANE

GROUP COMMERCIAL DIRECTOR
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TENET GROUP LIMITED

REVIEW OF CORPORATE GOVERNANCE AND RISK MANAGEMENT

CORPORATE GOVERNANCE

Throughout the period to 30™ September 2009 the Group continued to develop 1ts governance processes Most
notably, a thorough review of the activities of the Audit Committee was undertaken along with a review of the
management of the Group’s risk management systems and controls Consequently, the remit of the Audit Commitiee
was extended and a Risk Commuttee created with greater focus on risk mitigation and regulatory standards This new
structure was adopted to ensure a consistent approach to the management and categorisation of risk across the
Group

Key features of the way the Group governs itself are reported below

Directors

The Group 1s controlled through the company’s Board of Directors which compnises the non-executive Chairman,
the executive directors and two non-executive directors The Board normally meets every month All directors
recetve sufficient relevant information on financial, business and corporate 1ssues prior to meetings and are able to
take independent professional advice in the furtherance of their duties, 1f necessary

The Board

The Board 1s responsible for overall Group strategy, acquisition and divestment policy, approval of major caprtal
expenditure and significant financing matters It monitors exposure to key business nisks and reviews the strategic
direction of individual trading activities, annual budgets and progress towards achieving them, and employee 1ssues
mncluding key executive appoimntments The Chief Executive 1s ultimately responsible for running all aspects of the
Group’s business and for implementing Group strategy

The Board has estabhshed the Audit Commuttee, the Corporate Governance Commuttee, the Remuneration
Comimittee and a Nomination Committee to be responsible for specific matters Apart from the Nomination
Committee, these committees operate within defined terms of reference and minutes of their meetings are circulated
to, and reviewed by, the full Board The terms of reference for the Nomination Commuttee are established in advance
of any specific work 1t undertakes

The Audit Conmmtiee

The responsibility of the Audit Commuttee 1s to commission and review nternal and external audit work The
Committee 15 chaired by a non-executive director and includes the other non-executive directors, no executive
director 1s a member of the commuittee

The principal work undertaken by the Committee relates to the review of the audit of the annuval financial reports and
matters ansing from the audit, with the external auditors in attendance It 15 also responsible for agreeing the annual
remuneration of the external auditors Additionally, the Audit Committee cornmissions and oversees other ad hoc
reports from a number of specialist firms and, n this respect, the Committee responds to recommendations made by
the Risk Commuttee as well as internal reviews and reports provided by the Group’s external auditors

Based upon 1ts findings, the Audit Commuttee makes recommendations to the Board regarding accounting polictes,
internal financial and regutatory comphance standards and the effectiveness of the external financial audit function

11




TENET GROUP LIMITED

REVIEW OF CORPORATE GOVERNANCE AND RISK MANAGEMENT
(CONTINUED)

The Remuneration Commuitee

The Remuneration Commuttee reviews the Group’s remuneration policy, the mamn purpose of which 1s to attract,
retain and motivate high cahbre individuals with a competitive remuneration package whilst imiting the Group’s
fixed employee costs The Committee consults other directors as necessary about 1ts proposals and has access to
professional advice from outside the company The Committee makes recommendations to the Board regarding
remuneration policy, including annual salary reviews, bonus awards and other incentives for employees The
Commuttee 15 chaired by a non-executive director and includes the other non-executive directors, no executive
director 1s a member of the Commuittee

Directors’ remuneration

The remuneration packages of directors and other executives comprise a basic salary, pension contributions and
other benefits in kind The directors are also ehgible to benefit from the staff share option scheme The executive
directors benefit from performance related bonus awards No director plays a part 1n any discussion about his or her
OWn remuneration

The Corporate Governance Commiftee

The Corporate Governance Commuttee has oversight of the Group’s affairs, with particular reference to the aspects
of the Combined Code which are relevant to the Group In addition, the Commuittee 1s responsible for conflicts
management procedures within the Group and makes recommendations to the Board as to the resolution of any
conflicts of interest and the improvement of corporate governance standards within the Group The composition of
the Commuittee includes G S Clarkson as Chairman, representatives of the principal shareholders of the Group and
the non-executive directors

The Nonunation Committee

The Nomination Committee comprises the non-executive directors and meets on an ad hoc basis to consider changes
to the Board of Directors, 1f any

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 The Chairmen of the Audit, Corporate Governance and Remuneration
Commuttees attend each Annual General Meeting and are available to take questions

12




TENET GROUP LIMITED

REVIEW OF CORPORATE GOVERNANCE AND RISK MANAGEMENT
(CONTINUED)

RISK MANAGEMENT

The Board 1s responsible for the Group’s systems of internal control and for reviewng their effectiveness whilst the
recent revision to the mandate of the Audit Commuttee has devolved to that Committee responsibihity for
commissioning specific internal and external audit activities

Risk management systems are designed to manage rather than ehimmate the risk of failure to achieve business
objectives and can only provide reasonable, not absolute assurance against material misstatement or loss The key
control mechanisms established by the Board to maintain a sound system of internal control n order to safeguard
shareholders’ investment and the Group’s assets are

Financial mformation

The Board reviews and approves a detailed annual budget covering all aspects of the Group The Group operates a
comprehensive financial reporting system and management accounts are prepared for each subsidiary company and
the Group on a monthly basis Material variances from budget are fully investigated The monthly management
accounts and commentary compare actual results agamst budget and are reviewed by the Board, which determines
appropnate action Cash flow forecasts are regularly prepared to ensure that the Group has adequate funds and
resources for the foreseeable future

Subsidiary boards

All executive directors of the Group are members of the board of at least one trading subsidiary, at the meetings of
which the detatled operation of that business 1s reviewed

Risk management

The Group has established a Risk Committee the role of which 1s to examine and challenge the processes, systems
and controls of the Group and aims to 1dentify operational and financial nsk The Committee reviews the Group’s
Risk Register and receives additional information on relevant risk matters from hne management and other sources
on a regular basis A non-executive director, M J Greenwood, chairs the Committee and the mimnutes of the meetings
of this Commuttee are circulated to, and reviewed by, the Board.

Other key aspects of the company’s policy on managing Group risk are
a) Internal audut

Although standard financial control and compliance procedures operate throughout the Group to ensure the integnty
of these functions, the directors have reviewed the need for an mternal audit function and believe that the Group 1s
not of sufficient size or complexity to justify a dedicated internal audit function However, most Group activities are
the subject of internal reviews which are considered by the Audit Committee which also commissions additional
reporting with a view to ensuring that critical regulatory and financial systems and controls procedures are reviewed
regularly

b) Legal contracts

Prior to their completion, all legal documents are reviewed for appropriateness either by the company’s lawyers or
by the Group Commercial Department A database of all Tenet group company contracts 15 mawntained and regularly
reviewed

¢) Commercial and financial risks

The principal commercial and financial risks faced by the Group are shown in Note 3 and Note 27, which also
include commentary on the management of these risks
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TENET GROUP LIMITED

REVIEW OF CORPORATE GOVERNANCE AND RISK MANAGEMENT
(CONTINUED)

RISK MANAGEMENT (CONTINUED)

Regulatory management

The Group’s Regulatory Director has responsibihty for ensuring that clear gmdance 1s provided m relation to the
requirements of the Financial Services Authority in so far as they affect the Group’s regulated activities Systems and
controls are in place which are mtended to monmitor adherence to this guidance by Group staff and the Appomnted
Representatives of the Group’s network businesses

Healtlh & safety

The Group has established a Health & Safety Committee the role of which 15 to ensure that the Group meets its
statutory obligations 10 relation to Health & Safety legislation and that employees are adequately trained n, and
aware of, relevant requirements and also to promote employee welfare This Committee meets quarterly and the
company encourages employees to participate in these meetings

Computer controls

The Group has established controls over the security of data held on computer systems and has n place disaster
recovery procedures in respect of such data

GEOFFREY CLARKSON

DIRECTOR & COMPANY SECRETARY




TENET GROUP LIMITED

DIRECTORS’ REPORT

The directors present their report and the audited financial statements for the year ended 30 September 2009

BUSINESS REVIEW AND PRINCIPAL ACTIVITIES

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

a Provision of financial advice,

a Comphance consulting,

= [ndusiry guidance,

m  Technical advice,

s Commussions processing facilities and business adminsstration,

m Provision of professional indemmnity insurance, and,

m  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

The company has traded as a group holding company throughout the year, mcurring costs The element of those
costs which related to Group overheads was recharged to subsidiary companies

As shown 1n the income statement on page 22, 1in comparison to the prror financial penod, the Group’s annual sales
have decreased by 1 7% primarily as a consequence of prevailing economic conditions  Profit before tax has reduced
to £1 006 nullion after the Group incurred costs of £1 376 million 1 relation to supporting the start up phase of
Sinfonia Asset Management Ltd

The balance sheet on page 23 shows that the Group’s financial position at the year end in cash terms has increased
by £4 674 mullion to £28 413 mithion (2008 £23 739 mullion), whilst net assets have increased by £0 991 million to
£33 959 muthon (2008 £32 968 milhon) Details of amounts owed to and by other Group companies are shown n
Note 13 and Note 15 A number of Group compames are regulated by the Financial Services Authonity and
commentary on financial resources requirements and compliance 1ssues are referred to 1n the Financial Report on
Business Performance and the Review of Corporate Governance and Risk Management

Non-financial indicators of the Group’s performance 1n respect of the Environment, Employees and Payment of
Suppliers are referred to below

Note 2 includes details of key assumptions used 1n the preparation of the Group’s financial statements Note 3 details
the principal risks and uncertainties facing the Group and the company Note 4 details major items of nisk for which
certain Group companies carry a provision, most notably compensation payable in respect of financial advice and ihe
clawback of commissions on policies which are cancelled subsequent to their sale Associated with each of these
liabilittes 1s the rnight of Group companies to recover such amounts from Professional Indemnity surers and/or thewr
agents as applicable, and the potential for bad and doubtful debts 1s reflected in the balance sheet For some Group
compantes, the lead provider of Professional Indemmity Insurance 1s another group company, Paragon Insurance
Company Guernsey Limited This business holds ample cash reserves to meet claims which arise Its cash balances
are ring-fenced from general Group cash resources

There were no significant events after the balance sheet date as detailed m Note 26

The Group’s directors believe that further key performance indicators for the Group are not necessary or appropriate
for an understanding of the development, performance or position of the business

RESULTS AND PROPOSED DIVIDENDS
The results for the year are dealt with in the income statement on page 22

The directors do not recommend the payment of a dividend {2008 £nil)
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TENET GROUP LIMITED

DIRECTORS’ REPORT (CONTINUED)

ENVIRONMENT

The Group encourages energy efficiency and the avoidance of waste, including recycling of matenials and reduction
of use of paper through office automation The Group has an Environmental Charter that outlines the specific
strategies and pohicies to apply n this area

EMPLOYEES
Details of the number of employees and related costs can be found in Note §
Qualiy and integrity of personnel

All employees are informed of Group operating procedures and training updates are performed at regular intervals
All new members of staff are required to attend an induction programme All policies and procedures are available
on the Group ntranet and 1n hard copy format 1f required

The Group also operates a staff appraisal scheme with a format review for all employees conducted annually, with
more frequent informal reviews during each year For the majonty of staff, the payment of bonuses 15 based upon the
results of these appraisals, which also assists employees 1n measuring their achievement of corporate objectives For
other staff, discretionary performance related bonus schemes are operated where the payment of bonuses 15 related to
the achievement of specific business targets

The appraisal system facilitates the identification of traming and development needs for all employees through the
production of individual Personal Development Plans and is an integral part of the company’s staff development
policy across all Group companies

Employment Policies

The Group’s policy on employee involvement 1s to adopt an open management style, thereby encouraging informal
consultation at all levels about aspects of the Group’s operations One to one meetings with management and regular
team briefings ensure that effective consultation and employee participation 1s achieved

Employment pelicies are designed to provide equal opportunities wrrespective of age, colour, ethnic or natural ongin,
nationality, sex, rehgion, and mantal or disabled status Full consideration 1s given to applications for employment
by and the continuing employment, training and career development of disabled people

Health and Safety

The Group recognises both its legal and moral responsibility for the health, safety and welfare at work of all
employees The Group’s responsibility also extends to other associated third parties (such as sub-contractors and the
general public) for which 1t has a duty of care

As such, the Group promotes high standards of health and safety at all imes in the conduct of its business The
Group’s policy 1s to meet all 1ts legal obhigations and it 1s the Group’s policy to adopt safe working practices and
operations, including the use of plant, machinery and equipment

Employees are given information, nstruction, training and the supervision necessary for their health and safety All
employees are aware of, and comply with, their individual and collective responsibilities and have a clear duty to
take reasonable precauttons to avoid mjury to themselves, colleagues and members of the public  All Group vehicles
are maintained to a safe and high standard

Issues relating to health and safety are discussed at individua! trading company and Tenet Group Limited Board
meetings Risk assessments are carried out on an annual basis, or as required

POLITICAL AND CHARITABLE CONTRIBUTIONS

It 1s the Group’s policy not to make contributions for political purposes Donations to UK charities amounted to
£450 (2008 £1,310)

PAYMENT OF SUPPLIERS

Payment terms are agreed with each supplier and every endeavour 1s made to adhere to the agreed terms The
Group’s largest group of supphers are the Appointed Representatives of the Group’s three regulated networks who
are paid weekly In arrears
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TENET GROUP LIMITED

DIRECTORS’ REPORT (CONTINUED)

DIRECTORS’ INDEMNITIES

As at the date of this report, indemnities are in force under which the company has agreed to indemmify the directors
of the company, to the extent permited by law and the company’s Articles of Association, 1n 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 subsidiaries

DIRECTORS

The directors who served during the year and subsequently were as follows

Lord Hodgson of Astley Abbotts
S H Hudson

P W Lane

G S Clarkson

M J Greenwood

R H W Robson

GOING CONCERN

The Financial Reporting Counctl 1ssued a guidance note in November 2008 requining all companies to provide fuller
disclosures regarding directors’ assessment of going concern The Group strongly agrees with the need for this
clarity in an entity’s Report & Financial Statements, especially one operating in the financial services sector  As
such an extended going concern statement has been prepared for the first ime 1n the current year

As highlighted in the Chairman’s Statement and CEO Overview, although the current economic conditions create
uncertainty in respect of the level of demand for financial services products the Group has a profitable business
model and a strong balance sheet and cash position The Group’s forecasts and projections, including sensitivity
analys:s taking into account reasonably possible adverse changes in trading performance, show that the Group should
continue to trade profitably in future years despite the current uncertain economic outlook As a consequence, the
directors believe that the Group 1s amongst the best placed in i1ts 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 Chairman’s Statement, CEO Overview, Financial Report on Business Performance and
Directors’ Report on pages 3 to 18  The financial position of the Group, its cash flows and 1ts iquidity position are
described 1n the Financial Report on Business Performance In addition, Note 27 to the financial statements includes
the Group’s objectives, policies and processes for managing its capital, its financiat risk management objectives,
detauls of 1ts financial instruments and 1ts exposures to credit risk, market risk and liquidity risk

The Group has a significant level of financial resources, including £28 4 mullion of cash at bank, net assets of £34 0
million, with no bank debt or other financial hiabilities with any restrictive or financial covenants It has long
established relationships with a large number of chents, advisers and product providers across a diverse geographical
area within the U K, with no significant credit risk exposure to any single counterparty

As stated 1n 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 to adopt the going concern basis in
preparing the Annual Report and Financial Statements




TENET GROUP LIMITED

DIRECTORS’ REPORT (CONTINUED)

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

* 50 far as each of the directors 1s aware, there 15 no relevant audit information (as defined 1n the Cornpanies
Act 2006) of which the company’s auditors are unaware, and

¢ each of the directors has taken all the steps that he/she ought to have taken as a director to make
himselffherself aware of any relevant audit information (as defined) and to establish that the company’s
auditors are aware of that information

This confirmation 15 given and should be interpreted m accordance with the provisions of Section 418 of the
Companies Act 2006

Approved by the Board of Directors
and signed on behalf of the Board

£, (S

P W Lane
Director
23" December 2009
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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 statements for each financial year Under that law the
directors have elected to prepare the financial statements 1n accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Umion 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, International
Accounting Standard 1 requires that directors

» properly select and apply accounting policies,

» present information, including accounting policies, in a manner that provides relevant, reliable, comparable and
understandable information,

* provide additional disclosures when compliance with the specific requirements in [FRSs are insufficient to
enable users to understand the impact of particular transactions, other events and conditions on the entity's
financial position and financial performance, and

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of 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 company and hence for taking reasonable steps for the prevention and detection of
fraud and other uregularities

The directors are responsible for the maintenance and integrity of the corporate and financtal mnformation included
on the company’s website Legisiation 1in the United Kingdom governing the preparation and dissemination of
financial statements may differ from legislation in other jurisdictions




INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF TENET GROUP
LIMITED

We have audited the financial statements of Tenet Group Limted for the year ended 30 September 2009 which
comprise the Consohdated Income Statement, the Consolidated and Company Balance Sheets, the Consolidated and
Company Cash Flow Statements, and the related notes 1 to 28 The financial reporung framework that has been
apphed in their preparation 1s applicable law and International Financial Reporung Standards (IFRSs) as adopted by
the European Union and as applied i accordance with the provisions of the Companies Act 2006

This report 15 made sofely to the company’s members, as a body, in accordance with sections 495 and 496 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them n an auditors’ report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the company and the company’s
members as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’ Responsibilities, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view Qur responsibility
ts to audit the financial statements in accordance with applicable law and Internatonal Standards on Auditing (UK
and Ireland) Those standards require us to comply with the Auditing Practices Board’s (APB’s) Ethical Standards
for Auditors

Scope of the audit of the financial statements

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

Opmion on financial statements

In our opinion

 the financial statements give a true and fair view of the state of the group’s and the parent company’s affairs as at
30 September 2009 and of the group’s profit for the year then ended,

+ the group financial statements have been properly prepared in accordance with IFRSs as adopted by the
European Union,

+ the parent company financial statements have been properly prepared i accordance with [FRSs as adopted by the
European Umien and as applied in accordance with the provisions of the Companies Act 2006, and,

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

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given n the Directors’ Report for the financial year for which the financial statements
are prepared 1s consistent with the financial statements
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF TENET GROUP
LIMITED (CONTINUED)

Matters on which we are required to report by exception

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

* adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us, or

» the financial statements are not in agreement with the accounting records and returns, or
s  certawn disclosures of directors’ remuneration specified by law are not made, or

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

g

Stephen Williams

Semior Statutory Auditor

For and on behalf of Deloite LLP

Chartered Accountants and Statutory Auditors
Leeds

United Kingdom

23 December 2009
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TENET GROUP LIMITED

CONSOLIDATED INCOME STATEMENT
Year ended 30 September 2009

Note
GROUP REVENUE 2
Cost of sales
Gross profit
Administrative expenses
GROUP OPERATING PROFIT
Interest receivable and similar income 6
Interest payable 7
PROFIT ON ORDINARY ACTIVITIES BEFORE
TAXATION 8
Tax expense g

PROFIT ATTRIBUTABLE TO THE EQUITY
SHAREHOLDERS OF THE PARENT COMPANY

Year ended Year ended
30 September 30 September
2009 2008
£ £
76,331,866 92,455,087
(57,912,688) (71,024,804)
18,419,178 21,430,283

(18,042,511)

(19,690,722)

376,667 1,739,561
651,262 1,146,225
(21,683) (46,997)
1,006,246 2,838,789
(15,010) (834,317
991,236 2,004,472

There was no recogmsed mcome and expenditure mn the current or preceding year other than the profit for the year as
shown above and consequently no consolidated statement of recognised income and expenditure has been presented

All amounts relate to continuing operations

The accompanying notes form an integral part of these financial statements
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TENET GROUP LIMITED

CONSOLIDATED BALANCE SHEET
At 30 September 2009

NON-CURRENT ASSETS
Intangible fixed assets
Property, plant and equipment
Investments

CURRENT ASSETS
Trade and other receivables
Cash and cash equivalents

CURRENT LIABILITIES
Trade and other payables

NET CURRENT ASSETS

NON-CURRENT LIABILITIES
Provisions for liabilities

NET ASSETS

EQUITY

Equity shareholders’ funds
Called-up share capital
Share premium account
Retained earnings

TOTAL EQUITY

Note

10
11
12

13
14

17
18
18

30 September 30 September
2009 2008
£ £
11,483,150 11,531,362
718,150 887,098
15,020 15,020
12,216,320 12,433,480
12,604,482 14,538,390
28,413,467 23,739,077
41,017,949 38,277,467
(9,268,027) (10,210,152)
31,749,922 28,067,315
(10,007,445) (7,533,234)
33,958,797 32,967,561
24,731 24,731
37,914,168 37,914,168
(3,980,102) (4,971,338)
33,958,797 32,967,561

These financial statements were approved by the Board of Directors on 23™ December 2009

Signed on behalf of the Board of Directors

Tl .

P W Lane
Director

Company Registraton Number 3909395

The accompanying notes form an integral part of these financial statements
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TENET GROUP LIMITED

COMPANY BALANCE SHEET
At 30 September 2009

30 September 30 September

2009 2008
Note £ £

NON-CURRENT ASSETS
Investments 12 40,772,199 40,772,199

40,772,199 40,772,199

CURRENT ASSETS

Trade and other receivables 13 6,385,156 5,391,116

Cash and cash equivalents 14 11,866,708 4,937,883
18,251,864 10,328,999

CURRENT LIABILITIES

Trade and other payables 15 (5,217,894) (732,273)

NET CURRENT ASSETS 13,033,970 9,596,726

NET ASSETS 53,806,169 50,368,925

EQUITY

Equity shareholders® funds

Called-up share capital 17 24,731 24,731

Share premium account 18 37,914,168 37,914,168

Retained earnings 18 15,867,270 12,430,026

TOTAL EQUITY 19 53,806,169 50,368,925

These financial statements were approved by the Board of Directors on 23" December 2009

Signed on behalf of the Board of Directors

o

P W Lane
Dhrector

Company Registration Number 3909395

The accompanying notes form an integral part of these financial statements
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TENET GROUP LIMITED

CONSOLIDATED CASHFLOW STATEMENT
For the year ended 30 September 2009

Note
Net cash generated by/(used in)operating activities 28
Net cash (used in)/generated by investing activities 28
Net cash generated by financing activities 28

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of financial year

Cash and cash equivalents at end of financial year

Year ended Year ended
30 September 30 September
2009 2008
£ i

379,055 @71,747)
(56,012) 642,272
4,351,347 -
4,674,390 170,525
23,739,077 23,568,552
28,413,467 23,739,077

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

COMPANY CASH FLOW STATEMENT
For the year ended 30 September 2009

Note
Net cash generated by/(used in) operating activities 28
Net cash generated by investing activities 28

Net increase 1n cash and cash equivalents

Cash and cash equivalents at beginning of financial year

Cash and cash equivalents at end of financial year

Year ended Year ended
30 September 30 September
2009 2008
£ £

1,410,996 (4,285,100)
5,517,829 5,322,670
6,928,825 1,037,570
4,937,883 3,900,313
11,866,708 4,937,883

Cash and cash equivalents (which are presented as a single class of assets on the face of the balance sheet) comprise
cash at bank and other short-term highly hiquid investments with a maturity of three months or less
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TENET GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 September 2009

1

GENERAL INFORMATION

Tenet Group Limited 15 a company incorporated in England and Wales under the Companies Act 2006 The
address of the registered office 1s given on page | The nature of the Group’s operations and its principal
activiites are set out in the Directors’ Report on page 15

At the date of authorisation of these finaneial statements, the following Standards and Interpretations which
have not been applied in these financial statements were in 1ssue but not yet effective

4S8 1 Amendments to IAS | — Presentation of Financial Statements, A Revised Presentation

IAS 16 Amendment to IAS 16 — Property, Plant and Equipment

IAS 19 Amendment to IAS 19 — Employee Benefits

IAS 27 Amendments to IAS 27 — Consolidated and Separate Financial Statements

145 36 Amendment to IAS 36 — Impairment of Assets

145 38 Amendments to IAS 38 — Intangible Assels

IAS 39 Amendments to I4S 39 — Financial Instrument Recogmition & Measurement

IFRIC 14 IAS 19 — The Limit on a Defined Benefit Asset, Mummum Funding Requirements and thewr
Interaction

IFRS 2 Amendment to IFRS 2 — Share Based Payments, Vesning Conditions and Cancellations

IFRS 3 Business Combmations, revised

IFRS 7 Amendments to IFRS 7 — Financial Instrument Disclosures

IFRS 8 Operating Segments

The Group has not elected to adopt these changes early in these financial statements The Directors anticipate
that the adoption of these Standards and Interpretations n future pertods will have no matenal impact on the
financial statements of the Group except for

e additional disclosures 1n respect of estimates used to determuine the recoverable amount of cash-
generating units containing goodwill or intangible assets with indefinite useful hives when IAS 36
comes nto effect for the annual period commencing 1 October 2009, and,

s the treatment of acqusition of subsidiaries when IFRS 3 (revised 2008) comes nto effect for

business combinations for which the acqusition date 15 on or after the beginming of the first annual
penod beginning 1 October 2009

ACCOUNTING POLICIES

Basis of preparation

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

Results for the comparative year have been prepared on the same basis as the 2009 results

The directors have taken advantage of Section 408 of the Companies Act 2006 and have not included an
individual company mncorme statement in these financial statements

As stated mn the Directors’ Report 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 to adopt the going concern basis n
preparing the Annual Report and Financial Statements

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

26




TENET GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 September 2009

2

ACCOUNTING POLICIES (CONTINUED)

Basis of consohdation

The consolidated financial statements include the financial statements of the company and us subsidiary
undertakings made up to 30 September 2009 Unless otherwise stated, the acquisition method of accounting
has been adopted Under thts method, the results of subsidiary undertakings acquired or disposed of 1n the
vear are included n the consolidated income statement from the date of acquisition or up to the date of
disposal, or the loss of the power to control

Basis of conschdation (continued)

A subsidiary company holds a 20% stake in Ayrshire Financial Services Lumited and a 19 5% stake 1n Indigo
Squared Limited The results of these companies have not been included in the consohidated results of the
Group as the directors do not consider that they are associated compantes as the Group does not hold any
influence over the operating and financial policies of the mvestee entities The nvestments have been
included as fixed asset investments in the consohdated financial statements of Tenet Group Limeted

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 1dentifiable assets and liabilities of the subsidhary at the date of acquisition Goodwill 1s
mitially recognised as an asset at cost and 1s subsequently measured at cost less any accumulated impairment
losses Goodwill which 1s recognised as an asset 1s reviewed for impaument at least annually Any
impairment 1s recognised immediately in the income statement and 15 not subsequently reversed

For the purposes of impairment testing, goodwill 1s allocated to each of the Group’s cash generating units
expected to benefit from the synergtes of the combination Cash generating units to which goodwill has been
allocated are tested for impairment annually using the latest forecasts of future cashflows to which an
appropriate discount factor 15 applied When there 1s an indication that the unit may be impaired, the
applicable cash generating units are tested more frequently If the recoverable amount of the cash generating
unit 1s less than the carrying amount of the unit, the impairment loss 1s allocated first to reduce the carrying
amount of any goodwill allocated to the unit and then to the other assets of the umit pro-rata on the basis of the
carrying amount of each asset in the unit  An impaiwrment loss recognised for goodwill 1s not reversed n a
subsequent period

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

Intangible assets

Intangible assets are stated at cost net of amortisation Amortisation 15 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

Property, plant and equipment

Property, plant and equipment are stated at cost net of depreciation with the exception of work 1n progress on
computer equipment which reflects expendrture on assets not yet brought into use and therefore not yet
subject to depreciation Depreciation 1s provided at rates calculated to write off the cost, less the estimated
residual value of each asset, on a straight-hine basis over 1its estimated useful hife as follows

Leasehold improvements 3 years
Computer equipment & software 3 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 1f the payments are not made on such a basis
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TENET GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 September 2009

2

ACCOUNTING POLICIES (CONTINUED)

Trade recervables

Trade receivables are measured at mnitial recognition at fair value and are subsequently measured at amorused
cost using the effective interest rate method where the effect 1s matemal Appropnate allowances for
estimated 1rrecoverable amounts are recogmised n the income statement when there 1s objective evidence that
the asset 15 impawred The allowance recogmsed 1s measured as the difference between the asset’s carrying
amount and the present value of the estimated future cash flows discounted at the effective interest rate
computed at imitial recogmition where the effect 1s material

Cash and cash equivalents

Cash and cash equivalents comprise cash m hand and demand deposits and other short-term highly hquid
mmvestments that are readily convertible to a known amount of cash and are subject to an msignificant nsk of
changes in value

Financial habihities and equity

Financial liabilihes and equity instruments are classified according to the substance of the contractual
arrangements entered into  An equity instrument 1s any contract that evidences a residual interest in the assets
of the Group after deducting all of its habilities

Bank borrowings

Interest-bearing bank loans and overdrafts are recorded at the proceeds received, net of direct 1ssue costs
Finance charges, including premiums payable on settlement or redemption and direct 1ssue costs, are
accounted for on an accrual basis in the income statement using the effective interest rate method and are
added to the carrying amount of the instrument to the extent that they are not settled n the period in which
they arise

Trade payables

Trade payables are imtially measured at fair value and are subsequently measured at amortised cost, using the
effective interest rate method where the effect 15 matenal

Equity instruments
Equity instruments 1ssued by the company are recorded at the proceeds received, net of direct 1ssue costs
Provisions

Provisions are recogmised when the Group has a present obligation as a result of a past event and it 1s
probable that the Group will be required to settle that obligation Provisions are measured at the directors’
best estimate of the expenditure required to settle the obligation at the balance sheet date and are discounted
to present value where the effect 1s matenial

The two most significant provisions are
Commussion clawback

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

My Future Finance Limited does not recharge commussion amounts clawed back in respect of cancelled
polictes Commussion clawbacks are typically recharged in their entirety to the relevant Apponted
Representative by The M&E Network Limited and Lifetime Insurance Morngage Experts Limited All
commussion amounts previously paid by other Group companies 1n respect of such cancelled policies are
recharged in their entirety to the relevant Appomnted Representative and/or financial adviser (see Notes 13 and
16) Where the collection of such recejvables is doubtful, each company makes an appropriate provision
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Provisions {continued)
Claims payable

In the normal course of business some Group companies receive queries and complaints regarding the sale of
regulated financial products Where appropriate these are investigated in accordance with the relevant
company’s procedures In some instances compensation may be payable Based upon the eaperience of the
relevant company, an estimate of total compensation which may be payable 15 calculated These amounts, 1f
they become payable, will usually be recovered from either Professional Indemnity insurers and/or the
Appomted Representative and/or financial advisers responsible for giving the advice about which the
complaint was made (see Notes 13 and 16) Where the collection of such recervables 1s doubtful, the
company makes an appropriate provision

For some Group companies, the lead provider of Professional Indemrmuty Insurance 15 another Group
company, Paragon Insurance Company Guernsey Limited This business holds ample cash reserves to meet
claims which arise  These balances are ring-fenced from Group cash resources (see Note 3)

Revenue

All revenue relates to the principal activines described in the accompanying Directors’ Report and arises in
the United Kingdom

Revenue 1s measured at the fair value of the consideration received or receivable and represents commissions
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

Imtial commussions are accounted for when policies are accepted by the product providers, or mortgages
complete, whilst renewal commissions are accounted for when received Related amounts of commission due
to the Group’s agents (Appointed Representatives and/or financial advisers) are included 1n cost of sales and
trade creditors Fee income 1s recognised based on when the service 1s provided

Due to the nature of the business of The M&E Network Limited, Interdependence Limited, My Future
Finance Limited and Lifetime Insurance Mortgage Experts Limited, 1t 1s 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 commussions have not yet been recetved by these companes This estimate 15 instead based
upon historic data regarding the value of policies submitted to the product providers and deemed to be on
nisk, for which commssion has been received over the preceding two-vear period up to 30 September
annually The directors review the basis of this estimate to ensure the adequacy of these calculations

Dividend income from investments 1s recognised when the shareholders’ rights to receive payment have been
established

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

The tax currently payable 1s based on taxable profit for the year Taxable profit differs from net profit as
reported 1n the income statement because it excludes items of income or expenses that are taxable or
deductible 1n other years and 1t further excludes items that are never taxable or deductible The Group’s
hability for current tax, including UK corperation tax, 15 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 1s recognised n respect of all tming 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
right to pay less tax in the future have occurred at the balance sheet date  Timung differences are differences
between the company’s taxable profits and its results as stated mn the financial statements that anise from the
inclusion of gains and losses n tax assessments 1n peniods different from those n which they are recogmsed
m the financial statements
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ACCOUNTING POLICIES (CONTINUED)

Taxation (continued)

A net deferred tax asset 1s regarded as recoverable and therefore recognused only when, on the basis of all
available evidence, 1t can be regarded as more lkely than not that there will be suitable taxable profits from
which the future reversal of the underlying timing differences can be deducted

Deferred tax 1s calculated at the tax rates that are expected to apply in the period when the hability 1s settled
or the asset 15 realised Deferred tax 1s charged or credied to the income statement, except when it relates to
items charged or credited directly to equity, in which case the deferred tax 1s also dealt with m equity

Deferred tax 1s measured at the average tax 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 1s material, deferred tax 1s measured on a
non-discounted basis

Pension costs

The Group operates a defined contribution pension scheme The amounts charged to the (ncome statement are
the contributions payable in the year Differences arising between contributions pavable in the year and
contributions actually paid are shown as erther accruals or prepayments in the balance sheet

Contributions for computer development

Any third party contributions towards the development of internal computer systems are released over the
estimated useful economic hife of the asset to which they relate

Share—based payments

The Group operates an Enterprise Management Incentive Plan which 1s approved by Her Majesty’s Revenue
& Customs as well as an Unapproved Share Options Plan for the benefit of all eligible employees (see Note
17) The value of the options at the date of issue 1s intrinsically low as the options are not assignable and
Tenet Group Limited 1s not a listed company. As a consequence, the impact on the profitability of the
company and Its net assets 1s immaterial and the cost of share-based payments 1s therefore disregarded in the
preparation of the financial statements
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PRINCIPAL RISKS AND UNCERTAINTIES
Group

Group companies are active in the sale of regulated financial products and advise customers as to their
appropnateness As a consequence, elements of the Group's activities are regulated which gives rise to a
number of risks, including censure by the Financial Services Authonty (“FSA™) Such risks may manifest
themselves financtally through compensation payable regarding the sale of financial products (see Notes 2, 13
and 16) and fines imposed by the FSA for regulatory breaches Such Group companies operate a strict
comphiance regime, including regular audits of their Appointed Representatives or financial advisers as
applicable, to mitigate such risks and have arranged professional indemmity wsurance (see below) which
conforms to the requirements of the FSA

For some Group compames, the lead provider of professional mdemnity insurance 1s 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 1t will occur or how
much Paragon will need to pay if it occurs Furthermore, the structure of the msurance policy 15 an
Alternative Risk Transfer structure which provitdes insurance cover over a period of more than one year
Paragon has substantial cash reserves which are ring-fenced from general Group cash resources in order to
meet claims which may arise  To mitigate the risks 1t faces, Paragon, under the terms of 1ts policy, restricts its
insurance cover to a maximum of £3 milhion of aggregate liabality and £1 mullion for any single ctaim for
claims m any one year, and the total value of cover for all years of msurance up to a maximum of £12 million
If any of these limuts are breached then the excess falls to the Group, which has additional insurance contracts
with third parties to cover such losses Paragon receives premiums each year from Tenet Group Linuted
which are based primanly upon an assessment of the long-term average losses mn respect of claims arising
from the sale of financial products arranged by the Appointed Representatives of The M&E Network Limited
and Interdependence Limited This calculation 1s prepared by professional advisers to the Group on an
actuarial basis

Group companies receive commission for the sale of financial products from hife companies and mortgage
brokers Some commission payments are receirved on an “indemnity” basis and may become repayable 1n the
event that a policy 1s cancelled subsequent to tts sale Where such clawbacks of commission occur, such
Group companies recharge some or all of such amounts (as applicable) to their Appomnted Representatives or
financial advisers as applicable (see Notes 2, 13 and 16) As a consequence, to mitigate the risk of accepting
commission on an indemnity basis, such Group compames monitor this activity and the ability of their
Appownted Representatives/financial advisers to service clawback habilities

Competitive pressure ts a continuing risk for Group companies, which could result in them losing sales to
their key competitors Group companies manage this rnisk by providing added value services to their clients,
Authorised Representatives and financial advisers, having fast response times not enly in supplying products
and services but in handling all queries, and by mamntaining strong relationships with their chients, Authorised
Representatives and financial advisers

Company

The company has pursued a strategy for growth, achieved partially through acquisitton  Acquisitions camry
inherent risks for the company To mitigate these risks, due diligence appropriate to the size and type of
busmess bemng acquired 1s undertaken, whilst having due regard for the nature of the transaction
Furthermore, acquisitions are only completed should legal documentation satisfactory to the company be
agreed with the vendors of any acquired business
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CRITICAL ACCOUNTING ESTIMATES

IFRSs require critical accounting estimates to be identified Within these financial statements the following
fall under this category

¢ Revenue recogmuion including calculation of commissions owed by debtors — see Note 2,
¢  Provisions for commission clawback — see Notes 2, 3, 13 and 16,

e Provisions for claims payable — see Notes 2, 3, 13 and 16, and,

e Acqusitton accounting — see Notes 2, 3 and 10

In relatton to each of the first two tems, whilst the estimates are critical, there 1s both a hability and
recoverable such that the net exposure 15 mitigated and not sigmficant In respect of the provision for claims
payable, Paragon has substantial cash reserves, which are ring-fenced from general Group cash, in order to
meet claims as they anise

INFORMATION REGARDING DIRECTORS AND EMPLOYEES

Group
The aggregate remuneration of all mmdividuals who have served as a director of any Group company
(inctuding Tenet Group Limited) during the financial year was as follows
Year ended Year ended
30 September 30 September

2009 2008

£ £

Emoluments 2,211,104 2,009,045

Contribution to money purchase pension schemes 222,170 206,621

2,433,274 2,215,666

Emoluments of the highest paid director including pension contributions 450,723 432,340
The number of directors who were members of pension schemes was as follows

Year ended Year ended

30 September 30 September

2009 2008

No. No.

Money purchase pension schemes 13 13
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INFORMATION REGARDING DIRECTORS AND EMPLOYEES (CONTINUED)

Group (contitued)

Year ended Year ended
30 September 30 September

2009 2008
No. No.

Average number of persons employed (including directors)
Directors 13 13
Administration 238 253
251 266
Year ended Year ended
30 September 30 September
2009 2008
£ £

Staff costs during the year (including directors)

Wages and salaries 9,131,235 8.686,188
Social security costs 782,180 813,566
Other pension costs 646,893 573,880

10,560,308 10,073,634

Company

All staff utilised by the company 1n the delivery of 1ts services are employed by Tenet Group Limited Tenet
Business Solutions Limited 1s responsible for the payment of the remuneration of all Tenet Group Limited
employees, including the directors of the company and its subsidiaries, and 1t receives recompense from the
company and s subsidiaries in respect of this service through management recharges which are allocated on
a time wncurred basis The amounts recharged to other Group companies 1n respect of directors are included
in the financial statements of each Group company The amounts and numbers of employees disclosed below
relate to amounts recharged by Tenet Business Solutions Limited

Such recharges for the remuneration of the directors 1n respect of the company and 1ts subsidiaries during the
year were £1,154,793 (2008 £1,096,649) Addiional emoluments paid to the directors of the company
during the year were £l (2008 £nul)

Such recharges for the remuneration of the directors n respect of the directors of the company during the year
were £920,610 (2008 £865,826). Additional emoluments patd to the directors of the company during the
year were £nit (2008 £mil)

The remuneration of the directors was as follows

Year ended Year ended

30 September 30 September

2009 2008

£ £

Emoluments 842,100 790,003
Contribution to money purchase pension schemes 78,510 75,823
920,610 865,826

Emeluments of the hughest paid director including pension contributions 450,723 432,340
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INFORMATION REGARDING DIRECTORS AND EMPLOYEES (CONTINUED)
Company (continued)

The number of directors who were members of pension schemes was as follows

Year ended Year ended
30 September 30 September
2009 2008
No. No.
Money purchase pension schemes 2 2
Year ended Year ended
30 September 30 September
2009 2008
No. No
Average number of persons employed
Directors 3 3
No other staff costs were incurred by the company during the financial year (2008 £ml)
INTEREST RECEIVABLE AND SIMILAR INCOME
Year ended Year ended
30 September 30 September
2009 2008
£ £
Other interest 28,762 1,396
Bank interest 622,500 1,144,829
651,262 1,146,225
INTEREST PAYABLE
Year ended Year ended
30 September 30 September
2009 2008
£ £
Interest on bank loans and overdrafts 555 124
Other interest 21,128 46,873
21,683 46,997
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PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION

Profit on ordinary activiiies before taxation 1s stated after charging

Depreciation and other amounts written oft property, plant and
equipment
Amortisation of intangible assets
Loss on disposal of trade and assets
Loss on disposal of plant and equipment
Operating lease charges
- land & buildmgs
- other assets
Auditors’ remuneration
- fees payable to the company’s auditors for the aucht of
the company’s annual accounts
- for the audit of the company’s subsidiaries pursuant
to legislation
Auditors’ remuneration for other services to the Group
- other assurance services
Staff costs (Note 3)

Year ended
30 September
2009

£

495,242
48,212

374
264,592
518,233

3,764

122,662

10,560,309

Year ended
30 September
2008

£

543,950
48,213
1

268,726
421,740

15,999
116,552

56,142
10,073,634
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Analysis of charge in year at 28%

Current tax at 28%
Adjustments in respect of prior periods

Total current tax

Deferred tax

Current year

Ornigination and reversal of temporary differences
Adjustment in respect of prior years

Total deferred tax

Tax on profit on ordinary activities

Factors affecting tax on profit on ordinary activities in year
Profit on ordinary activities before tax
Tax on profit on ordinary activities at UK standard rate of 28%

Effects of

Capital allowances in excess of depreciation
Expenses not deductible for tax purposes
Adjustment to tax charge in respect of prior periods
Utilisation of losses brought forward

Losses carmed forward

Effects of other rates/credits

Non-qualifying depreciation

Movement in unrecogmsed deferred tax

Movement 1in short term timing differences

Tax on profit on ordinary activities for year

Year ended Year ended
30 September 30 September
2009 2008
£ £
150,143 830,517
(269,954} (80.,824)
(119,811} 749,693
- 84,624
143,035 -
(8,214) -
134,821 84,624
15,010 834,317
1,006,246 2,838,789
281,749 794,861
- (932)
24,572 101,791
(278,168) (53,562)
(87,795) -
72,791 -
(10,241) 26,106
13,561 -
(1,459) -
- (33,947)
15,010 834,317

The Group has a recogmsed deferred tax asset at 28% of £248,485 (2008 £262,301), and a provision for

deferred tax at 28% of £124,005 (2008 £3,000)

The deferred tax asset of £248,485 15 comprised of accelerated capital allowances of £244,335 and
complamts provision of £4,150 (2008 accelerated caprtal allowances of £257,301 and complaints provision

of £5,000)

The provision for deferred tax of £124,005 15 comprised of £119,841 n respect of CFC profits and £4,164 of
accelerated capital allowances (2008 accelerated capital allowances of £3,000)
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INTANGIBLE FIXED ASSETS

Group

Cost

At 1 October 2008
Addition

At 30 September 2009

At | October 2007
Addition

At 30 September 2008
Amortisation and impairment
At 1 October 2008
Amortisation

At 30 September 2009

At 1 October 2007
Amortisation

At 30 September 2008

Net book value
At 30 September 2009

At 30 September 2008

Purchased Purchased Total
intangibles goodwill intangibles
£ £ £

381,557 17,885,071 18,266,628
381,577 17,885,071 18,266,628
381,557 17,885,071 18,266,628
381,557 17,885,071 18,266,628
124,038 6,611,228 6,735,266
48,212 - 48,212
172,250 6,611,228 6,783,478
75,825 6,611,228 6,687,053
48,213 - 48,213
124,038 6,611,228 6,735,266
209,307 11,273,843 11,483,150
257,519 11,273,843 11,531,362

On 6 March 2006, the Group acquired the trade and certan assets and liabilities of Berkeley Independent
Advisers Limited and Berry Birch & Noble Financial Planning Limited  The intangible assets element of the
acquisition 1s comprised of the customer rights and records, and amortisation 1s provided at rates calculated to

write off the cost of each asset over its estimated useful economic hfe
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Leasehold Computer Fitures &

Group improvements equipment fittings Total

£ £ £ £
Cost
At 1 October 2008 496,221 4,243 645 437,677 5,177,543
Additions 3,979 303,353 19,636 326,968
Disposals - (1,277) - (1,277)
At 30 September 2009 500,200 4,545,720 457,313 5,503,234
At 1 October 2007 484,076 3,790,491 399,023 4,673,590
Additions 12,145 453,154 38,654 503,953
At 30 September 2008 496,221 4,243,645 437,677 5,177,543
Depreciation
At t October 2008 374,246 3,556,683 359516 4,290,445
Charge for the year 44,682 424 514 26,046 495,242
On disposals - (603) - (603)
At 30 September 2009 418,928 3,980,594 385,562 4,785,084
At 1 October 2007 351,090 3,062,971 332,434 3,746,495
Charge for the year 23,156 493,712 27,082 543,950
At 30 September 2008 374,246 3,556,683 359,516 4,290,445
Net book value
At 30 September 2009 81,272 565,127 71,751 718,150
At 30 September 2008 121,975 686,962 78,161 887,098
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Group
Cost
At 1 October 2008
Additions
At 30 September 2009

Impairment
At 1 October 2008
Charge n year

At 30 September 2009

Net book value
At 30 September 2009

At 30 September 2008

56,175
56,175
41,155
41,155

15,020

15,020

Group fixed asset investments relate to the following compames The investments have not been accounted
for under the equity method as the directors do not consider that they are associated companies as the
company does not hold any influence over the operating and financial policies of the investee entities

Country of
incorporation

Ayrshire Financial Services Limited England and Wales
Indigo Squared Limited England and Wales

Company

Cost and net book value
At 1 October 2008
Additions

Disposals

At 30 September 2009

At 1 October 2007

Principal activity

Provision of financial advice

Software consultancy

Addition 1n respect of investment 1n Tenet Chent Services Lumited

Disposals

At 30 September 20038

Holding

20%
19 5%

£

40,772,199

40,772,199

39,972,200
800,000
N

40,772,199
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FIXED ASSET INVESTMENTS (CONTINUED)

The companies 1n which the company’s direct interest at the year end 15 more than 20% are as follows

Name Country of Principal activity Holding
incorporation
Tenet Business Solutions Limited England and Wales Marketing, employment and 100%
IT support to other Group
companies
Tenet Client Services Limited England and Wales Holding company 100%
Tenet Limited Engtand and Wales Holding company 100%

Tenet Group Limited owns the whole of the issued share capital of all direct subsidianies, which are as
follows

Name Class Number held
Tenet Business Solutions Limited Ordimnary of £1 each 2,712,416
Tenet Client Services Limited Ordmary of £1 each 1,000,001
Tenet Limited Ordmnary of £1 each 21,250,156

The company also has a 100% indirect interest in the following companies which are whelly owned by the
subsidiary undertakings mentioned above

Name Country of Principal activity
mcorporation

Interdependence Limited England and Wales  FSA regulated network of IFAs

Tenet (2007) Linited England and Wales  Dormant

Lifetime Insurance Mortgage Experts Limited  England and Wales  FSA regulated network of mortgage and

general mmsurance brokers

The M&E Network Limited England and Wales = FSA regulated network of IFAs

Tenet Support Services Limited England and Wales  Professional and administration
services

TSS Accounts Limited England and Wales = Administration services

My Future Finance Limited England and Wales  Provision of financial advice

Sinfoma Asset Management Limited England and Wales =~ Administration services

Paragon Insurance Company Guernsey Limited Guernsey (C 1) Insurance company

Tenet Group Limited direct subsidiaries own the whole of the 1ssued share capital of all indirect subsidianies,
which are as follows

Name Class Number held
Interdependence Limited Ordinary of £1 each 792,416
Tenet (2007} Limted Ordinary of £1 each 200,002
Lifetime Insurance Mortgage Experts Limited Ordinary of £1 each 325,000
The M&E Network Limited Ordinary of £1 each 2,351,000
Tenet Support Services Limited Ordinary of £1 each 761,000
TSS Accounts Limited Ordinary of £0 01 each 100,000,100
My Future Finance Limited Ordinary of £1 each 500,000
Sinfona Asset Management Limited Ordinary of £0 0001 each 510,000,000
Paragon Insurance Company Guernsey Limited Ordinary of £1 each 4,000,000
{partly paid at £0 20 each)

40




TENET GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 September 2009

12 FIXED ASSET INVESTMENTS (CONTINUED)
The compantes m which the company’s indirect interest at the year end 1s less than or equal to 20% 15 as
follows
Name Country of Principal activity Holding
incorporation
Ayrshire Financial Services Limited England and Wales  Provision of financial advice 20%
Indigo Squared Limited England and Wales  Software consultancy 19 5%
13 TRADE AND OTHER RECEIVABLES
Group Company

30 September 30 September 30 September 30 September
2009 2008 2009 2008
£ £ £ £

Due within one year
Trade receivables 12,486,056 12,939,828 - -
Allowance for doubtful debt (1,155,735) (1,474.251) - -
Amounts owed by group companies - - 5,671,044 3,536,366
Other debtors 93,768 1,973,024 712,790 1,815,803
Prepayments and accrued income 714,751 774,438 1,322 27,163
Taxation and social secunities 2,576 - - -
Corporation tax 214,581 63,050 - 11,784
Deferred tax asset 248,485 262,301 - -
12,604,482 14,538,390 6,385,156 5,391,116

Included 1n trade receivables 15 £3,884,064 (2008 £4,032,116) that relates to amounts recoverable in relation
to commussion clawbacks (see Notes 2, 3 and 16) and £3,044,229 (2008 £2,864,442) that relates to amounts
recoverable in relation to claims payable (see Notes 2, 3 and 16)

Included within the Group’s trade receivable balance are debtors with a carrying amount of £143,206 (2008
£151,789) which are past due at the reporting date for which the Group has not provided as there has not been
a sigmificant change in credit quality and the directors believe that the amounts are still recoverable The
Group does not hold any collateral over these balances The carrying value of these recervables past-due by
less than three months 15 £22,252 (2008 £73,560), whilst £120,954 (2008 £78,229) 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 reporting date
(2008 £ml)

The directors consider that the carrying amount of trade and other receivables approximates their fair value

MOVEMENT IN THE ALLOWANCE FOR DOUBTFUL DEBTS Year ended Year ended
30 September 30 September
2009 2008
£ £
Group
Opening Balance 1,474,251 2,159,648
Amounts owed by debtors resulting 1 an increase in the provision 450,731 698,997
Amounts written off during the year (372,685) (1,167,470)
Amounts recovered during the year (396,562) (216,924)
Closing balance 1,155,735 1,474,251
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15

16

CASH AND CASH EQUIVALENTS

Included wrthin cash at bank and 1n hand 15 £482,573 (2008 £415,253) held in individual bank accounts on
behalf of customers of Tenet Support Services Limited, a subsidiary company

TRADE AND OTHER PAYABLES

Group Company
30 September 30 September 30 September 30 September
2009 2008 2009 2008
£ £ £ £
Trade payables 5,648,755 6,684,090 - -
Amounts owed to group companies - - 4,420,387 2,796
Corporation tax 116,887 613,527 - -
Other taxation and social security 454,149 34,329 1,383 2,428
Provision for deferred tax 124,005 3,000 74,200 -
Other creditors 1,130,419 981,007 557,643 213,758
Accruals and deferred income 1,793,812 1,894,199 164,281 513,291
9,268,027 10,210,152 5,217,894 732,273

The directors consider that the carrying amount of trade and other payables approximates their fair value

PROVISION FOR LIABILITIES

Claims Commission

Group payable clawback

provision provision Total

£ £ £

Group
At 1 October 2008 3,208,444 4,324 790 7,533,234
Provision utilised n the year (179,826) (2,132,282) (2,312,108)
Provision released in the year (1,073,197) (570,913) (1,644,110)
New provision added n the year 3,427,745 3,002,684 6,430,429
At 30 September 2009 5,383,166 4,624,279 10,007,445

Claims payable provision

The claums payable provision 1s 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, 1f
payable, will be paid by Paragon Insurance Company Guernsey Limited from existing cash resources or will
be recovered from third party Professional Indemnity Insurers (as applicable) less a pohicy excess (see Notes
2, 3 and 13) and, except in relation to My Future Finance Limited, the policy excess 1s usually recovered from
the Appomted Representative and/or financial adviser responsible for the individual case The directors
expect this provision to be utilised over the next 5 years

Commission clawback provision

The provision for commission clawback m certain Group compames relates to commussion receipts
subsequently repard should policies be cancelled after their sale Except in relation to My Future Finance
Liruted, Group companies recharge some or all of such amounts as applicable to the Appointed
Representatives or financial advisers as applicable responsible for the individual case (see Notes 2, 3 and 13)
The directors expect this provision to be utilised over the next 4 years
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17  SHARE CAPITAL
30 September 30 September

2009 2008
£ £
Authorised
Equity Shares
367,852,700 (2008 367,852,700) ‘A’ Ordinary shares of £0 0001 36,785 36,785
250,600 000 (2008 250,000,000) ‘B’ Ordinary shares of £0 0001 25,000 25,000
61,785 61,785
Allotted, called up and fully paid
Equuty Shares
39,098,014 (2008 39,098,014) ‘A’ Ordinary shares of £0 0001 3,910 3,910
208,215,000 (2008 208,215,000) ‘B’ Ordinary shares of £0 0001 20,821 20,821
24,731 24,731

‘A’ Ordinary shares

The ‘A’ 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 shares with the ‘B* Ordinary shares The ‘A’
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

‘B’* Ordinary shares

The ‘B’ Ordinary shares are entitled to receive a dividend or a return of capital pan 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 recetve 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
addinonal rights regarding the transfer of shares and other sharcholder matters as provided for in the
company’s Articles of Association

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, employees of Tenet Group Limited and its subsidianes
are ehgible 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 to fulfil to qualify

The first exercise date 15, in accordance with Rule 4 of the scheme rules, the earliest of a hsting date, an asset
sale, during the month of November in any year following the expiry of 3 years from the date of the grant, or
otherwise at the discretion of the Remuneration Committee
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18 RESERVES

Group

Balance at | October 2008
Profit for the financial year

Balance at 30 September 2009

Company

Balance at | October 2008
Profit for the financial year

Balance at 30 September 2009

19  STATEMENT OF CHANGES IN EQUITY
Group

Profit for the financial year

Net addition to equity shareholders’ funds
Opening equity shareholders’ funds

Closing equity sharehoiders’ funds

Company

Profit for the financial year

Net addition to equity shareholders’ funds

Opening equity shareholders’ funds

Closing equity shareholders’ funds

Equity comprises share capital, share prernium and retained eamings

Share

premium Retamed
account earnings

£ £
37,914,168 (4,971,338)
- 991,236
37,914,168 (3,980,102)

Share

presnium Retained
account earnings

£ £
37,914,168 12,430,026
- 3,246,444
37,914,168 15,676,470
Year ended Year ended
30 September 30 September
2009 2008

£ £

991,236 2,004,472
991,236 2,004,472
32,967,561 30,963,089
33,958,797 32,967,561
Year ended Year ended
30 September 30 September
2009 2008

£ £

3,437,244 5,374,546
3,437,244 5,374,546
50,368,925 44,994,379
53,806,169 50,368,925
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20 FINANCIAL COMMITMENTS
Operating lease commitments
Group

At the end of the financial year the Group had total commitments under non-cancellable operating leases as
set out below

30 September 2009 30 September 2008
Land and Land and
buildings Other  bwildings Other
£ £ £ £
Operating leases that expire
Within one year - 57,541 13,750 106,864
In the second to fifth years inclusive 823,835 801,054 - 408,213
Over five years 789,713 - 1,724,192 -
1,613,548 858,595 1,737,942 515,077
Company
The company has no operating lease commitments
21 ANALYSIS OF NET FUNDS
At
begimmning Atend of
of year Cashflow year
£ £ £
Cash at bank and in hand 23,739,077 4,674,390 28,413,467

Overdrafts - - -

23,739,077 4,674,390 28,413,467

22 ULTIMATE CONTROLLING PARTY

In the directors’ opinion there s no ultimate controlling party of Tenet Group Limited

23 HOLDING COMPANY INCOME STATEMENT

The consolidated income statement (ncludes a profit of £3,437,244 (2008 £5,374,546) which has been dealt
with 1n the financial statements of the company The company has taken advantage of Section 408 of the
Companmes Act 2006 and has not included 1ts own income statement 1n these financial statements
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24

25

26

CONTINGENT LIABILITIES
Company
Bank guarantee

Barclays Bank PLC holds a fixed and floating charge over the assets of the company both present and future
The company, along with certain other Group companies, has jointly guaranteed to the Group's bank mn
respect of the Group’s bank borrowing The guarantee 1s himited to the sum of all Group company overdraft
facilities, plus interest, charges and costs incuerred by Barclays Bank PLC in the recovery of such guaranteed
amounts At 30 September 2009 the total amount recoverable by Barclays Bank PLC was £m] (2008 £mil)

TRANSACTIONS WITH RELATED PARTIES
Group

Details of transactions with key management personnel are included in Note 5 There were no other related
party transactions during the financial year

Company

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

Year ended Year ended

30 September 30 September

2009 2008

£ £

Net amounts owed by Group Companies at start of financial year 3,533,570 79,339
Receipts from Group Companies (20,047,745) (12,108,147}

Payments to Group Companies 17,764,832 15,562,378

Net amounts owed by Group Companies at end of financial year 1,250,657 3,533,570

EVENTS AFTER THE BALANCE SHEET DATE

There have been no events after the balance sheet date that have had a matenal financial wnpact on the Group
or the company
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27 FINANCIAL INSTRUMENTS

Capital Rish Management

The Group manages 1ts capital to ensure that entities 1n 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 Services Authonty (“FSA™) directly regulates some Group companies and receives information
in respect of the financial resources of these Group companies on a quarterly basis The FSA also supervises
the Group as a whole and receives information upon the Group’s overall capital positton  The management of
the capital of the regulated companies 15 closely monitored to ensure compliance with the requirements of the
capitat and expenditure based tests of the FSA

The Group’s capntal strategy remains unchanged from the previous year

Significant Accounting Polictes

Details of the significant accounting policies and methods adopted, including the critenia for recogmition, the
basis of measurement and the basis on which income and expenses are recognised, n respect of each class of
financial asset, financial habihty and equity instrument are disclosed 1n Note 2 to the financial statements

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

30 September 30 September

2009 2008
£ £
Financial Assets

Cash 28,413,467 23,739,077
Loans and receivables from trade customers 5,651,531 8,016,294
34,064,998 31,755,371

Financial Liabilities
Amounts owed to trade customers 6,341,778 7,665,097
6,341,778 7,665,097

47




TENET GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 September 2009

27 FINANCIAL INSTRUMENTS (CONTINUED)

Significant Accounting Policies {continued)

The company’s financial instruments are categorised in the table below

30 September

30 September

2009 2008
£ £
Financial Assets

Cash 11,866,708 4,937,883
Loans and receivables from group companies 5,671,044 3,536,366
Loans and recervables from trade customers 10,393 -
17,548,145 8,474,249

Financial Liabilities
Loans and amounts owed to group companies 4,420,387 2,796
Amounts owed to trade customers 120,246 213,758
4,540,633 216,554

Credit Risk

Credit nisk 1s the nsk of loss 1f another party fails to perform its obligations or fails to perform them n a
timely fashion The Group’s credit risk 1s primarily attributable to 1ts cash balances and trade receivables and
other debtors from 1ts Appomted 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 15 that the balance 1s not fully recoverable Credit
risk 1s mitigated by the fact that amounts owed by Appointed Representatives can be offset against amounts
owed to the Appomnted Representatives and company policy 1s to deal only with creditworthy counterparties
Trade receivables and other debtors from Appoimnted 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 isk exposure to any single counterparty

The credit nisk on receivables due from product providers 1s himited due to the FSA requirements on these
companies to maintain a sufficient level of capital to meet their current habilities 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 nsk on cash balances 15 managed through the lodgement of such balances through a number of
financial institutions

The balances due from trade customers are comprised of trade receivables and other debtors, less the amounts
recoverable n relation to commission clawbacks and claims payable (see Notes 2 and 13} The Group holds
no collateral over these balances

The maximum Group exposure to credit risk at the reporting date was £34,064,998 (2008 £31,755,371)
These balances are comprised of all financial assets

The company’s credit risk 15 almost entirely attributable to 1ts cash balances and loan and receivables from
other Group companies

The maximum exposure of the company to credit nisk at the reporting date was £17,548,145 (2008
£8.,474,249). These balances are comprised of all financial assets
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27

FINANCIAL INSTRUMENTS (CONTINUED)

Market Risk

Market risk 1s the risk that anses from adverse movements n equity, bond, interest rate, foreign exchange or
other traded markets The Group’s exposure to market risk arses solely in relation to nterest rate
fluctuations on the returns from its capital which 15 not hedged and a small number of loans made to
Appomnted Representatives Group treasury policy 15 to maximise credit interest whilst maintaiming sufficient
hquidity within each group company n order to meet operational and regulatory requirements

The company’s exposure to market risk anses solely in relation to interest rate fluctuations on the returns
from 1ts capital which 1s not hedged and interest bearing loans made to subsidiary companies

The interest rate sensitivify analyses below are based upon reasonably possible changes in interest rate
scenarios At the reporting date a § 50% increase or decrease n interest rates compared to actual rates would
increase/(decrease) the annual net interest recewvable by the following amounts

30 September 30 September

2009 2008
£ £

Group
0 50% increase 144,761 115,036
0 50% decrease (144,761} (115,036)
Company
0 50% 1ncrease 53,836 39,541
0 50% decrease (53,836) (39,541)

Liquidity Risk

Liqudity nisk 1s the nisk of not being able to meet habilities as they fall due Each Group company 1s
capitalised at a level required to meet 1ts busmess and regulatory needs or alternatively, where required, has
borrowing facilittes available from its parent company Responsibility for iquidity nisk management rests
with the Group’s board which receives information on the company’s short term requirements on a weekly
basis and medum to long term requirements on a monthly basis Cashflow monitoring and forecasting form
part of the reports regularly delivered to the Group’s board Liquidity nisk on financial liabilities 1s mitigated
by the fact that a significant proportion of the financial liabilities only become payable upon receipt of trade
receivables All financial liabiltties are payable within three months of the obligation ansing
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28 ANALYSIS OF CASHFLOWS

Group

Cash flows from operating activities
Profit on ordinary activiues after taxation

Adjustments for

Tax expense

Depreciation, amortisation and impairment charges
Increase in other provisions for habilities

Loss on disposal of trade and assets

Loss on disposal of plant and equipment

Interest receivable

Interest expense

Operating cash flows before movements in working capital

Decrease 1n trade and other receivables
Decrease 1n trade and other payables

Cash generated by operations

Interest paid
Taxation paid

Net cash generated by/(used in) operating activities

Investing activities

Interest received

Cash advances and loans made to other parties
Repayments of cash advances and loans
Purchase of property, plant and equipment
Proceeds on sale of plant and equipment

Net cash (used in)/generated by investing activities

Financing activities
Funds transferred following novation of insurance contract

Net cash generated by financing activities

Year ended Year ended
30 September 30 September
2009 2008
£ £
991,236 2,004,472
15,010 834,317
543,454 592,163
2,474,211 794,553
- 1
374 -
(651,262) (1,146,225)
21,683 46,997
3,394,706 3,126,278
1,745,007 1,752,113
(4,222,616) (4,133,622)
917,097 744,769
(528,359) (46,997)
(9,683) (1,169,519)
379,055 (471,747)
642,726 1,146,225
(520,195) -
148,125 -
(326,968) (503,953)
300 -
(56,012) 642,272
4,351,347 -
4,351,347 -
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28 ANALYSIS OF CASHFLOWS (CONTINUED)

Company

Cash flows from operating activities
Profit on ordinary activities after taxation

Adjustments for

Loss on disposal of subsidiary

Tax expense/(credit)

Dividends received from subsidiary undertakings
Interest receivable

Interest expense

Operating cash flows before movements in working capital

Increase in trade and other receivables
Increase/(decrease) in trade and other payables

Cash generated by/(used n) operations
Interest paid

Net cash generated by/(used in} operating activities

Investing activities

Interest received

Investment 1 substdiary undertaking

Dhividends received from subsidiary undertakings

Net cash generated by investing activities

Year ended Year ended
30 September 30 September
2009 2008
£ £
3,437,244 5,374,546
- 1
85,984 (11,784)
(5,261,573) (5,700,237)
(259,969) (422,433)
- 31
(1,998,314) (759,876)
(1,002,111) (2,471,862)
4,411,421 (1,053,331)
1,410,996 (4,285,069)
- (BD
1,410,996 (4,285,100)
256,256 422,433
- (800,000)
5,261,573 5,700,237
5,517,829 5,322,670
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