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Paymentshield Life Underwnting Services Limited
L. |

Directors’ report

The directors present their report with the financial statements of the company for the period 1 May 2007
to 31 December 2007

Principal activity

The principal activity of the company 1n the period under review was that of the marketing of life
msurance products and mertgage products

Principal risks and uncertainties
Going Concern
Liquidity, and the ability to source appropriate funding, 1s the key nisks facing the Group

Liquidity 1s the nisk that the Group will be unable to meet current and future financial commitments as
they fall due The Group's approach to managing liquidity 1s to ensure, as far as possible, that it will
always have sufficient hqudity to meet 1ts habiliies when due, under both normal and stressed
condittons, without mncurring unacceptable losses or risking damage to the Group’s reputation Liquudity
risk 1s managed by operating a dual strategy approach which seeks to identify and murumuse the likelihood
of unforeseen demands for settlement of liabilities, whilst identifying and maintaining immediate or near
term sources of additional cash should they prove necessary

The directors have considered a range of forecasts under various stress scenarios and beheve that the
Group has adequate cash resources for the next 12 months and the abihity to secure further funds if
required As regards to sources of appropnate funding the Group 1s funded predomunantly by long term
financing from Insurer loans and other investors together with loans from banks, with the majonty of
funding extending mnto 2011

Review of business

The results for the period and financial position of the company are as shown 1n the annexed financial
statements During the period the company's trading income wncreased by 34% on a pro rata basis This
mcrease was as a direct result of the increased promotion of the business during the perrod The business
will be re-focussing on the Protection and Morigage clubs over the next financial year and t 15 expected
that the outlook for the business will be positive

Dividends

The Directors do not recommend the 1ssue of a dividend for the penod
Directors

The directors during the period under review were

Mr S M Pender Mr K Maclver Mr G Johnston
Mr R Dixon Mr I W I Patrick Mr V Powell
Mr C Traynor

The directors holding office at 30 Apnl 2007 did not hold any beneficial interest in the issued share
capnal of the company at 1 May 2006 or 30 Apnil 2007 The interest of the directors 1n the 1ssued share
caprtal of the ultimate holding company, Paymentshield Group Holdings Limited, are shown i that
company’s financial statements

Directors’ statement as to disclosure of information to auditors

The directors who were members of the board at the time of approving the directors’ report are hsted
above Having made enquinies of fellow directors and of the company’s auditors, each of these directors
confirms that

* to the best of each director’s knowledge and belef, there 1s no mformation relevant to the

preparation of their report of which the company’s auditors are unaware, and

¢ cach director has taken all the steps a director might reasonably be expected to have taken to be

aware of relevant audit information and to establish that the company’s auditors are aware of that
information




Paymentshield Life Underwnting Services Limited

Directors’ report

Auditors
A resolution to reappoint KPMG as auditors will be put to the members at the Annual General Meeting

By order of the board

Lo

Mr S M Pender
Dhrector
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Paymentshield Life Underwnting Services Limited
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Statement of directors’ responsibilities in respect of the
Directors’ Report and the financial statements

The diectors are responsible for prepanng the Directors’ Report and the financial statements 1n
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law
they have elected to prepare the financial statements 1n accordance with UK Accounting Standards and
applicable law (UK Generally Accepted Accounting Practice)

The financial statements are required by law to give a true and far view of the state of affairs of the
company and of the profit or loss of the company for that period

In preparing these financial statements, the directors are required to
e select suitable accounting policies and then apply them consistently,
e make judgments and estumates that are reasonable and prudent,

o state whether applicable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explained n the financial statements, and

® prepare the financial statements on the going concern basis unless it 1 1appropriate 1o presume that
the company will continue 1n business

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy
at any tume the financial position of the company and enable them to ensure that its financial statements
comply with the Companies Act 1985 They have general responsibility for taking such steps as are
reasonably open to them to safeguard the assets of the company and to prevent and detect fraud and other
uregulanties




Independent auditor’s report
to the members of Paymentshield Life Underwriting Services Limited

KPMG Audit Plc

Independent auditors’ report to the members of Paymentshield Life
Underwriting Services Limited

We have audited the financial statements of Paymentshield Life Underwriting Services Limited for the
period 1 May 2007 to 31 December 2007 which compnse the Profit and Loss Account, the Balance Sheet,
the Reconciliation of Movements 1n Shareholders’ Funds and the related notes These financial
statements have been prepared under the accounting policies set out therein

This report 1s made solely to the company’s members, as a body, in accordance with section 235 of the
Companies Act 1985 Our audit work has been undertaken so that we mught state to the company’s
members those matters we are required to state to them 1n an auditor’s 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 thus report, or for the opumons we
have formed

Respective responsibilities of directors and auditors

The directors’ responsibalities for prepanng the financial statements 1n accordance with applicable law and
UK Accounting Standards (UK Generally Accepted Accounting Practice) are set out mn the Statement of
Directors’ Responsibilities on page 4

Our responsiblity 1s to audit the financial statements 1o accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland)

We report to you our opimion as to whether the financial statements give a true and fair view and are
properly prepared 1n accordance with the Compames Act 1985 We also report to you whether m our
opimon the informauon given mn the Directors’ Report 1s consistent with the financial statements

In addition we report to you 1f, 1 our opuon, the company has not kept proper accounting records, 1f we
have not recerved all the information and explanations we require for our audit, or if information specified
by law regarding directors’ remuneration and other transactions 1s not disclosed

We read the Directors’ Report and consider the imphications for our report 1f we become aware of any
apparent misstatements withan 1t

Basis of audit opinion

We conducted our audit 1n accordance with International Standards on Auditing (UK and Ireland) 1ssued
by the Auditing Practices Board An audit includes exanunation, on a test basis, of evidence relevant to
the amounts and disclosures in the financial statements [t also includes an assessment of the significant
estimates and judgments made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropnate to the company’s circumstances, consistently applied and
adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we
conswdered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from matenal misstatement, whether caused by fraud or other irregulanty or

error  In formung our opimon we also evaluated the overall adequacy of the presentation of information 1in
the financial statements




Independent auditor’s report
to the members of Paymentshield Life Underwriting Services Limited (continued)

Opimon
In our opimon

e the financial statements give a true and farr view, 1n accordance with UK Generally Accepted
Accounting Practice, of the state of the company’s affairs as at 31 December 2007 and of 1ts profit for
the period 1 May 2007 to 31 December 2007

o the financial statements have been properly prepared m accordance with the Compamies Act 1985,
and

»  the information given in the Directors’ Report 15 consistent with the financial statements

V%7 At p’ v
KPMG Audit Pl 2 SPodes 2008

Chartered Accountants

Registered Auditor
St James’ Square
Manchester

M2 6DS




Paymentshield Life Underwnting Services Limited

Profit and loss account
for the period 1 May 2007 to 31 December 2007

Period ended Year ended
December Apnrl

2007 2007

Notes £ £

Continuing operations:

Turmnover 15,180,377 17,006,193
Cost of sales (14,574,010) (16,313,612)
Gross profit 606,367 692,581
Admimstrative expenses (506,816) (588,188)
Operating profit 2 99,551 104,393
Interest receivable 3 49.457 63,161
149,008 167,554

Interest payable and simular charges 4 (5,057) -
Profit on ordinary activities before taxation 143,951 167,554
Tax on profit on ordinary activities 5 (32,793} -
Retained profit for the period/year 111,158 167,554

There 1s no difference between the profit on ordinary activities before taxation and the profit for the

financial peniod/vear stated above, and their historical cost equivalent

None of the company’s activities were acquired or disconunued dunng the cument penod and previous

year
There were no other gains or losses other than those shown above

The notes on pages 9 to 13 form part of the financial statements




Paymentshield Life Underwriting Services Limited

Balance Sheet
at 31 December 2007

December Apri
2007 2007
Notes £ £

Current assets
Debtors 6 764,366 1,197,977
Cash at bank 465,264 107,985

1,229,630 1,305,962

Creditors amounts falling due withun one year 7 (942,709) (1,130,199}
Net current assets 286,921 175,763
Total assets less current liabilities 286,921 175,763
Capital and reserves

Called up share capital 8 1 1
Profit and loss account 9 286,920 175,762
Shareholders funds 9 286,921 175,763

The notes on pages 9 to 13 form part of the financial statements

Approved on behalf of the Board

Lo

Mr S M Pender
Director




Paymentshield Life Underwniting Services Limited
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Notes to the financial statements

1. Accounting policies
Basis of preparation

The financial statements have been prepared 1n accordance with applicable accounting standards and
under the historical cost accounting

The Company 1s exempt by virtue of s228A of the Compames Act 1985 from the requirement to prepare
group financial statements These financial statements present information about the Company as an
mdividual undertaking and not about its group

The smallest group and largest group mto which Paymentshield Limted has been consohidated 1s
Paymentshield Group Holdings Limuted

The directors consider that the company will continue to be able to trade for the foreseeable future by
meeting hiabilities as they fall due for payment and accordingly, the financial statements have been
prepared on a going concern basis Whilst economic and market events have deteriorated sigmficantly
since the period end, the Company continues to meet all its debts as they fall due for payment However,
unforeseen events could result mm detenoration m future estimated cash flows Although the company
does place rehiance on other group entities for financial support, at the date of approval of these financial
statements the directors have no reason to believe that this support will not continue

However, the Directors do not consider that they will detenorate to a point at which the Company’s
cannot meet its iabihties and believe 1t remains appropriate to prepare the financial statements on a going
concern basis

Turnover

Turnover represents commissions receivable 1n respect of hife insurance policies marketed by the company
and mortgage arrangement fee commissions

Cash flow statement

No cash flow statement has been prepared, as exemption has been taken under Financial Reporting
Standard 1 (Revised 1996) ‘Cash flow Statements’ due to more than 90% of the voting nghts being
controlled by Paymentshield Group Holdings Limited and of which consohidated financial statements are
publicly available

Deferred tax

Deferred tax s recogmsed mn respect of all iming differences that have onginated but not reversed at the
balance sheet date where transactions or events have occurred at that date will result in an obligation to
pay more, or a nght to pay less or to recerve more, tax

Deferred tax assets are recogmsed only to the extent that the directors consider that 1t 18 more likely than
not that there will be sutable profits from whuch the future reversal of the underlying timing differences
can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply n the periods
n which timing differences reverse, based on tax rates and laws enacted or substantively enacted at the
balance sheet date

Clawback provision

Provision has been made for clawback of indemmty commissions in line with historical expenence and
for any bad debt associated with clawback of indemnity commussions due from agents




Paymentshield Life Underwnting Services Limited

Notes to the financial statements

2. Operating profit
The operating profit 15 stated after charging

Auditors’ remuneration

3. Interest receivable

Bank interest
Interest receivable on mter-company loans

4, Interest payable and similar charges

Bank loan interest

Interest payable on inter-company loans

Period ended Year ended
December April
2007 2007
£ £
5,785 5,785
Pernod Ended Year Ended
December 2007 April 2067
£ £
12,725 13,087
36,732 50,074
49.457 63,161
Period Ended Year Ended
December 2007 April 2007
£ £
2,546 -
2,511 -
5,057 -

10



Paymentshield Life Underwniting Services Limited
“

Notes to the financial statements

5. Taxation
(a) Analysis of the tax charge
The tax charge on the profit on ordmary activities 1s made up as follows

December April
2007 2007
£ £
Current tax

UK Corporation tax 6,712 -
Adjustments in respect of previous penods - -
6,712 -

Deferred tax
Ongination and reversal of iming difference 8,364 -
Adjustment 1n respect of previous perniods 13,535 -
Effect of change 1n tax rate on opemng hability 4,182 -
Tax on profit on ordinary activities 32,793 -

UK corporation tax charge at 20% (2007 - 30%)

(b} Factors affecting the tax charge

The tax assessed for the year 1s lower than the standard rate of corporation tax 1n the UK The difference
1s explained below

December Apri
2007 2007
£ £
Profit on ordinary activities before tax 143,951 167,554
Profit on ordinary activities muluplied by the lower rate of
corporation tax 1n the UK of 20% (2007 - 30%) 28,790 50,251
Effects of
Group relief surrendered not paid for - (50,251)
Short term timing differences (8,364) -
Utilisation of tax losses (13,714) -
Current tax charge 6,712 -
(c) Deferred tax
Provided Provided
£ £
Other iming differences - (26,081)
- (26,081)

11




Paymentshield Life Underwriting Services Limited

Notes to the financial statements

Taxation (continued)
Movement in deferred tax provision

Balance at 1 May 2007
Transferred from the profit and loss account

Balance at 31 December 2007

Debtors

Trade debtors
Amounts due from parent undertaking
Deferred tax

Creditors: amounts falling due within one year

Trade creditors

Amounts due to group companies
Other creditors

Tax & social security

Called up share capital
Authorised

Ordinary shares of £1 each

Allotted, called up and 1ssued

Ordinary shares of £1 each

£
{26,081)
26,081
December April
2007 2007
£ £
164,644 669,725
599,722 502,171
- 26,081
764,366 1,197,977
December April
2007 2007
£ £
874,302 480,574
54,483 51,938
5,875 597,687
8,049 -
942,709 1,130,199
December Apni
2007 2007
£ £
100,000 100,000
December Aprd
2007 2007
£ £

12
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Paymentshield Life Underwnting Services Limited

Notes to the financial statements

Reconciliation of shareholders’ funds and movements on reserves
Share  Profit & loss  Total share-

capital account holders’

Junds

£ £ £

At 1 May 2007 1 175,762 175,763
Profit for the penod to 31 December 2007 - 111,158 111,158
At 31 December 2007 - 286,920 286,921

Related party disclosures
The company 1s a wholly owned subsidiary of Paymentshield Limited

During the peniod the company paid commussion to Paymentshield Limuted, 1ts parent company,
amounting to £454,775 (April 2007 £519,436) and at the period end the company was due £599,722
(Apnl 2007 £502,171) from Paymentstield Limuted and owed £34,483 (Apnl 2007 £51,938) to
Paymentshield Holdings Limited Interest 1s charged on 1nter company balances at base rate plus 2%

All transactions are on an arm’s length basis

Ultimate controlling party

Paymentshield Life Underwniting Services Limited 1s a wholly owned subsidiary of Paymentshield
Limated

The smallest group and largest group mnto which Paymentshield Life Underwriting Services Limted has
been consclidated 1s Paymentshield Group Holdings Limited

Change in financial year end
The financial year end has been changed from 30 Apnl to 31 December

13




