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NPIL Hold Co Limited
Directors’ report and financial statements
31 March 2007

Directors’ report
Jor the year ended 31 March 2007

The directors present their annual report and the audited financial statements for the year ended 31 March 2007

Principal activities

The principal activity of NPIL Hold Co Limited (“the Company™) 1s to act as the financial holding company of various
Group undertakings whose principal activities include lease hire, engineering, hotels and catering and financial
SETVICES

Results and dividend

The Group made an after tax profit of £69,741,000 (2006 £13,970,000) for the year ended 31 March 2007 The
directors do not recommend the payment of a dividend

Business review
Key performance idicators (KPls)

Owing to the range of business interests within the Group, the directors do not believe that an analysis using KPls
would be meaningful

Review of operations

The Company holds the entire share capital of Nikko Principal Investments Limited (“NPIL"), a principal finance
company that commits capital provided by Nikko Cordial Corporation (“Nikko™) to purchase, or finance the
acquisition of assets that generate cash flow NPIL considers those investments in which 1t 1s able to control the day to
day operations of the investee company 1o be subsidiaries and therefore the consolidated accounts of the Company
include the results of a number of companies 1n the financial, lease hire, engmmeering, hotel and catering, and retail
sectors

During the current year, NPIL continued to expand its portfolio, with acquisitions 1n the UK, Europe, Australia and
New Zealand

In Apnil 2006, NPIL acquired Cabot Financial Holdings Group (“Cabot™), one of the UK’s leading debt purchasing
business in a £275 million transaction This acquisition fits well with NPIL’s experience in the consumer finance and
financial assets sector

In June 2006, NPIL continued s strategy of actively seeking European investment oppertunsties, and acquired a 51%
stake in the LifeBond group, the Munich based specialist funds manager and originator of US and Germany secondary
life policies

In August 2006, NPIL continued to bwild its mvestment in the financial services sector, with the acquisition of an 85%
shareholding in Clarity Credit Management Solutions Limited, a rapidly growing debt collection agency

In October 2006, the company sold the Menzies Hotel Group business to aAim and R20 Thus exit, together with the
sale of the Salcombe Hotel in summer of 2006, resulted n proceeds 1n excess of £190m

On 1 November 2006, NPIL, through a subsidiary company, part funded the acquisition of ANZ’s fleet management
and leasing business, FleetPartners Pty Limited and Truck Leasing Limited, for an enterprise value of §1 65 billion
Austrahan dollars

In addition, in November 2006, NPIL disposed of 1ts investment m the Student Loans Company, recognising an
accounting gamn of £14 8 million
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Directors’ report
Jor the year ended 31 March 2007 (continned)

Review of operations (continued)

On 19 December 2006, NPIL funded the acquisition of Hire Equipment Group Limited, New Zealand’s leading
national dry hire general equipment business, commutting NZD 49 million of equity

On 30 March 2007, NPI Ventures Limited (“NPIV™), a wholly owned subsidiary of NPIL, successfully sold its 51%
investment 1n MSA Acquisitions Limited, a motorway service station provider which had been treated as a Jomnt
Venture in the consolidated accounts, for proceeds of £91,583,000 The recognised profit for the Group shown m
these accounts s £30,277,000

Financial risk management

The nature of the Group’s operations expose it to a variety of financial risks that include the effects of changes in debt
market prices, hquidity nisk, credit risk and interest rate risk Risk management 1s an wnherent part of NPIL’s
investment activities The Group’s risk management and governance structure are designed to provide a controlled
framework which facilitates continuing oversight and management of the Group’s primary risks, seeking to limit the
adverse effects of these risks on the financial performance of the company The Group exercises management and
oversight through the Board of Directors

An overview of the Group’s financial risk management objectives and policies 1s provided below

Market Risk

Market nisk represents the potential loss in value caused by adverse movements in debt market prices, foreign
exchange rates and interest rates The Group seeks to mumimise the effect of variability in debt funding rates by
borrowing from its parent company at prevailing commercial interest rates at negotiated intervals, and by borrowing
from third parties at fixed and floating rates This is managed at a company level

To mitigate the effect of currency exposures on the Group’s foreign borrowings, the Group swaps its foreign
borrowings mto sterling using currency swaps The Group’s only significant currencies of operations are sterling and
Austrahan dollars An analysis of the Group’s foreign monetary assets and foreign monetary habilities can be found in
Note 25

Credit Risk

Credit nisk for the Group arises from the exposure to the possibility that counterparties may default on their obligations
to the company The Group has implemented policies that require appropriate understanding of the expected returns on
capital invested and that require appropriate credit checks on potential customers before sales are made The amount
of exposure to any individual counterparty is subject to a hmit which 15 reassessed should additional funding be
requested

Liguiduty Risk

Liqudity risk anses from the general funding needs of the Group’s actrvities and planned investment, and n the
management of its assets and habilities Where possible, the Group actively seeks to mamtain a mixture of long-term
and short-term debt finance to ensure that the Group has access to sufficient funding to meet 1ts objectives
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Directors’ report
Jor the year ended 31 March 2007 (continued)

Interest rate cash flow risk

The Group has both mterest bearing assets and interest bearing liabilities Interest bearing assets mclude cash balances
The Group has raised borrowings at both fixed and floating rates, and has used interest rate swaps to generate the
desired 1nterest rate profile and to manage its exposure to interest rate fluctuations The directors will revisit the
appropriateness of this policy should the Group’s operations change 1n size or nature

Post balance sheet events

In Apri] 2007, Nikko Principal Investments Ltd, a member of the Group, received a distribution and repayment of loan
notes as a result of a return of capital at $59 million by Catalina Holding Limited, a Joint Venture company and the
parent company of Catalina Reinsurance Limited, which holds a non-life insurance business in run off

On 9 May 2007, Citigroup Inc acquired a 61 08% stake in Nikko Cordial Corporation and has subsequently acquired
the remaining shares As a result of the change of control, certain triggers were met 1n relation to the Nikko Principal
Investments Limited’s Carried Interest Plan (“the Plan”), a staff incentivisation scheme Subsequent to an independent
valuation 1in August 2007, a payment to the order of £46,837,109 will arise under the Plan rules, which the Company
will be required to settle by 9 May 2008 This will result in a related charge to the Profit and Loss in the financial year
ended 31 March 2008 of £36,378,858

Since the balance sheet date, one of the subsidiaries in the Group has taken out a 20 year lease on new office premises
This lease has an optional break point at 16 years and will cost £783,522 per annum with rent reviews at 5, 10 and 15
years

In April 2007 and October 2007, one of the UK subsidiartes of the group, Pall Mall Hirequip Limited, sold a total of
14% of the shareholding in 1ts New Zealand subsidiary to management of the operating subsidiary In November 2007,
the Group sold 3 97% of (ts holding in the Fleet Partners Pty Limited and Truck Leasing Limited investment to
incumbent management

A return of capital by PD USA Limited resulted in a decrease of £30,000,000 1n group debtors and a corresponding
reduction in group creditors

As aresult of the significant increase 1n uncertainty i the current credit environment, the directors believe that the
ability to obtain ongotng finance/refinance on commercially acceptable terms for certain of our mvestee companies
may be adversely affected, and (n some scenarios this may significantly impair the future earnings of the group

Future development of the business

It 1s expected that the future growth of the Group 1s to be derived from the growth of the investments held by NPIL
The composition of the portfolio 1s under review by the ultimate parent company which has announced an intention to
dispose of some or all of the portfolio

Political and charitable donations

The Group made no political contributions during the year (2006 £mil) Donations made to UK charities during the
year totalled £10,000 (2006 £4,000)




NPIL Hold Co Limuted
Drrectors’ report and financial statements
31 March 2007

Directors’ report
Jor the year ended 31 March 2007 {continued)

Employees

The Group has a policy of ensuring employees are kept informed of tts activities and events which have an impact on
the Group In the UK, the Group operates a system of staff appraisal which encourages discussion between staff and
management and a discretionary performance related bonus scheme, which will be dependent on both the Group’s and
individual employees’ performance during a financial year

It 1s the policy of the Group to consider fully, fairly and equally applications for staff vacancies from disabled (as
defined in the Disability Discrumination Act 1995) and able-bodied persons alike, having regard to individuals’
aptitudes and abilities

If a member of staff should become disabled whilst employed by the Group, every reasonable effort would be made,
consistent with the requirements of the Group’s business, to ensure that his or her employment with the Group could
continue

The Group 1s also commutted to ensuring that all disabled persons employed by 1t receive appropriate tramning, career
development and promotion to enable them to compete fairly with other employees of the Group

Liability insurance

The Group may take out liability insurance n respect of 1ts directors and officers In the normal course of business,
members of staff may be requested to become directors, shadow directors or officers of companies in which the Group
has mvested In return, certain companies n the Group may provide an indemnity to these individuals for any
liabilities they may incur while properly acting in that capacity

Directors and directors’ interests

The directors who held office during the year were as follows

Resident-
Executive
Brian Berry
Philip Busfield
Non - executive
Michel De Carvalho (appeinted 19 October 2007)

Non-Resident;
Executive
Hirofumi Hirano (resigned 22 January 2007)
Non-executive
Takash: Aragane (appointed 19 October 2007)
Shinya Tamoto (appointed 19 October 2007)

According to the Register of Directors’ [nterests maintained under Section 325 of the Companies Act 1985, none of
the Directors had, at the end of the financial year, any interest pursuant to Section 324 of the Companies Act 1985 in
the Company

In addition, according to the Register maintatned under Section 325 of the Companies Act 1985, none of the Directors
or any member of their respective immediate famuly (as defined n paragraph 2(B) (3) of Schedule VII of the
Companies Act 1985) was granted or exercised during the financial year any right to subscribe for shares in or
debentures of the Company
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Directors’ report
for the vear ended 31 March 2007 {continued)

Company Secretary

The Secretary to the Company durmg the year was

John Beck

Creditors’ payment policy

1t 15 the Group’s policy to agree the lerms of payment (o creditors at the start of busmess with that suppher, ensure that
suppliers are aware of the terms of payment and (o pay m accordance with its contractual and other legal obhigations

Statement of disclosure of iInformation to auditors
The dwectors confinm that,

(a) so far as each director 15 aware there 1s no relevant audst information of which the company s audstors are
unaware, and

(b)  the directors have taken all the steps they ought to have taken as directors to make themselves aware of any
relevant audit information and to establish that the company s auditors are aware of that information

Auditors

Pursuant to Sectien 386 of the Companies Act 1985, the Company has passed an elective resolution to dispense with
the obligation to appeint auditors annually The auditors, PricewaterhouseCoopers LLP, will therefore continue 1n
office

By order of the board

deck

ohn Beck
Secretary to NPIL Hold Co Limuted
100 Pall Mall
London
SWI1Y 5NN
5 March 2008
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Statement of directors’ responsibilities

Company law requires the directors to prepare financial statements for each financial period that give a true and farr
view of the state of affairs of the Company and the Group and of the profit or loss of the Group for that period In
preparing those financial statements, the directors are required to

select suitable accounting policies and then apply them consistently,
® make judgements and estimates that are reasonable and prudent,

® state whether applicable accounting standards have been followed, subject to any material departures disclosed and
explained in the financial statements,

B prepare the financial statements on the going concern basis unless 1t (s inappropriate to presume that the Company
will continue 1n business

The directors are responsible for mamtaining proper accounting records which disclose with reasonable accuracy at
any time the financial position of the Company and the Group and enable them to ensure that the 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 rregularities

B Berry
Durector
5 March 2008
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Independent auditors’ report to the members of NPIL Hold Co Limited

We have audited the Group and parént Company financial statements (the “financial statements™) of NPIL Hold Co
Limited for the year ended 31 March 2007 which comprise the Group profit and loss account, the Group and Company
balance sheets, the Group cash flow statement, the Group statement of total recognised gans and losses and the related
notes These financial statements have been prepared under the accounting policies set out theren

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the financial statements in accordance with applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out in the
Statement of Directors’ Responsibilities

Qur responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory requirements
and International Standards on Auditing (UK and Ireland) This report, including the opinion, has been prepared for
and only for the Company’s members as a body 1n accordance with Section 235 of the Companies Act 1985 and for no
other purpose We do not, 1n giving this opinion, accept or assume responsibility for any other purpose or to any other
person to whom this report 15 shown or into whose hands it may come save where expressly agreed by our prior
consent in writing

We report to you our opinton as to whether the financial statements give a true and fair view and are properly prepared
in accordance with the Companies Act 1985 We also report to you whether i our opimion the information given in the
Directors’ Report 1s consistent with the financial statements

In addition, we report to you 1f, in our opinion, the Company has not kept proper accounting records, 1f we have not
received 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 implications for our report if we become aware of any apparent
muisstatements within 1t

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the
Auditing Practices Board An audit includes examination, on a test basts of evidence relevant to the amounts and
disclosures 1n the financial statements It also includes an assessment of the sigmificant 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 considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial statements are
free from material misstatement, whether caused by fraud or other irregularity or error In forming our opinion we also
evaluated the overall adequacy of the presentation of information in the financial statements

Opimnion
In our opinion

¢ the financial statements give a true and fair view, in accordance with Umited Kingdom Generally Accepted
Accounting Practice, of the state of the Group’s and of the Company's affairs as at 31 March 2007 and of the
Group’s profit and cash flows for the year then ended ,

¢ the financial statements have been properly prepared in accordance with the Companies Act 1985, and

o the information given m the Directors’ Report 1s consistent with the financial statements
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Independent auditors’ report to the members of NPIL Hold Co Limited (continued)

Emphasis of matter — going concern

In forming our opimon, which 1s not qualified, we have considered the adequacy of the disclosure 1n Note 1 to the
financial statements which indicates that a matenal subsidiary grouping of the Company may not be able to renew s
current financing faciliies A major loan facility 1s scheduled for renewal in March 2008 and, in the current market
conditions, there can be no certainty that the lender will agree to renew the facility In the event that the subsidiary 15
unable to renew the facility or obtain replacement funding, it 15 unhkely that it would be able to contmue to trade
These events tndicate a material uncertainty which may cast significant doubt on the subsidiary’s ability to continue to
trade If the subsidiary was accounted for on a non-going concern basis, this would have a consequential 1mpact on the
investment of £198 million 1n the Company’s direct subsidiary, Nikko Principal Investments Limited, which has 1ssued
loan notes to the subsidiary for a pnincipal value of £123 million, included in Fixed Asset Investments n that
company’s balance sheet, and on goodwill of £110 mithion included 1n Intangible Assets in the Conselidated balance
sheet Neither the loan notes nor the goodwill would be expected to have any value if the subsicdhary was no longer
considered to be a going concern

gfewafelzou Ceégﬂe/.l 2P

PricewaterhouseCoopers LLP

Chartered Accountants and Registered Auditors
London

7 March 2008
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Consolidated Profit and loss account
Jor the year ended 31 March 2007

N 2007 2006
ote £000 £000
Turnover (including share of joint venture)
Continuing operations 288,040 283,467
- Acquisitions 174,363 -
Discontinued operations 24,246 -
1&2 486,649 283,467
Less share of turnover of joint venture (continuing) (2,136) (155,066)
Less share of turnover of joint venture (discontinuimg) (158,431) -
Turnover 326,082 128,401
Cost of sales (170,482) (61,397)
Gross profit 155,600 67,004
Net operating expenses (121,416) (69,061)
Group operating profit / (loss)
Continuing operations (6,093) (2,057)
- Acquisittons 29,279 -
Discontinued operations 10,998 -
34,184 (2.057)
Exceptional items
Profit on sale of investments 3 55,347 40,098
Group operating profit after exceptional items 89,531 38,041
Share of operating profit of joint venture 16,411 9,929
Exceptional expenses — Jont venture 3 - (5,144)
Income from fixed and current asset investments 926 1,959
Profit on ordinary activities before interest and taxation 106,868 44,783
Interest payable and similar items
- Group 4 (9,498) (14,192)
- Jomnt venture 4 {26,142) (24,881)
{35,640) (39,073)
Other finance income - Group 5 4,400 5,700
Other finance expense — Group ) (315) -
Other finance expense — Joint venture 6 (69) (93)
Profit on ordinary activities before taxation 2&7 75,244 11,319
Taxation on profit on ordinary activities 1 (5,503) 2,651
Profit for the year after taxation 69,741 13,970
Equity minority mterests 615 -
Retamned profit for the year 28 70,356 13,970

There 15 no difference between the profit on ordinary activities before taxation and the retained profit for the years stated above and
their hustonical cost equivalents

The notes on pages 17 to 58 form part of these financial statements

Auditors” report — pages 8-9




Statement of group total recognised gains and losses
Jor the year ended 31 March 2007

Profit for the year
- Group
- Jont venture

Actuanal (loss) / gain recognised in the pension scheme - Group
Actuanal loss recogmsed 1n the pension scheme ~ Joint venture
Pension deficit recognised per FRS17

Unrealised holding losses on securities for sale — Joint venture
Exchange adjustment offset in reserves

- Investments in subsichanes

- Investments 1n Joint ventures

Total recogmsed gains for the year

NPIL Hold Co Limited
Drirectors’ report and financial statements

31 March 2007

2007 2006

Note £000 £000
80,156 34,159

(9,800) (20,189)

70,356 13,970

10 (4,950) 19,700
(3,271) .

10 (3,213) .
. (207

28 (2,649) -
28 (464) 1,045
55,809 34,508




NPIL Hold Co Limited

Consolidated Balance sheet
at 31 March 20607

Fixed assets
[ntangible assets

Tangible assets
Investments

Current assets

Stock

Debtors amounts falling due after one year
Debtors amounts falling due within one year
Investments

Investments in joint ventures

Share of gross assets

Share of gross habilities

Investment 1n associates

Cash at bank and 1n hand

Creditors: amounts falling due within one year

Net current (habilities) assets

Total assets less current habilities

Creditors: amounts falling due after more than one year
Provisions for hiabilities and charges

Net assets excluding pension hability

Pension hability

Net assets includimg pension hability

Note

13
14
15

H
17
18
20

21

22

23
26

10

NPIL Hold Co Luntted
Directors report and financial statements
31 March 2007

2007 2006

£000 £000
344,223 23,150
499,039 157,290
9,904 17,887
853,166 198,327
19,871 4,558
241,453 134,687
303,920 134,373
57,606 77,905
47,259 265,687
T (13,753) (257,810)
33,506 7,877
765 36
184,149 43,273
841,270 402,709
(1,161,322) (257,378)
(320,052) 145,331
533,114 343,658
(235,185) (122,261)
(15,330) (8,463)
282,599 212,934
(8,535) {4,110)
274,064 208,824

12
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Consolidated Balance sheet (continued)
at 31 March 2007

Capital and reserves — Equity
Called up share capital

Share premium account

Profit and loss account

Total shareholders’ funds
Equity minority interests

Capital employed

B Berry

Durector

27

28

29
30

NPIL Held Co Limited

Directors’ report and financial statenients

2007
£000

100,010
98,312
66,075

264,397
9,667

174,064

The notes on pages 17 to 58 form part of these financial statements  Auditors report — pages 8-9

31 March 2007

2006
£000

100,010
98,312
10,266

208,588
236

208,824

———r—

ts on pages 10 to 58 were approved by the board of directors on 5 March 2008 and signed on 1ts behalf by

13
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NPIL Hold Co Limited

Balance sheet
al 31 March 2007

Note 2007 2006
£000 £000

Fixed assets
Invesiments 15 198,322 198,322
Current assets
Debtors amounts falling due within 1 year i8 4 7
Current habilities
Creditors amounts falling due within one year 22 (365) (243)
Net current liabihities (361) (236)
Net assets 197,961 198,086
Capital and reserves - Equity
Called up share capital 27 100,010 100,010
Share premium account 98,312 98,312
Profit and loss account 28 (361) (236)
Total shareholders’ funds 29 197,961 198,086

The financt ements on pages 10 to 58 were approved by the board of directors on 5 March 2008 and signed on its behalf by

B Berry

Director

The notes on pages 17 to 58 form part of these financial statements

Auditors’ report - pages 8-9
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Consolidated cash flow statement for the year ended 31 March 2007

2007 2006
Note £000 £000 £000 £000
Net cash outflow from operating activities 3} (68,194) (45,991)
Returns on investments and servicing of finance
Interest received 41,498 1,953
Interest paid (44,230) (15,562)
Dividend received from investment 212 1,572
Issue costs of new bank loans (3,677) -
Other income recerved from investments - 387
Net cash outflow from returns on investments and (5,497) (11,650)
servicing of finance
Taxation (paid) recovered (3,215) 5,740
Captal expenditure and financial investments
Purchase of tangible fixed assets and investments (110,620} (103,687)
Disposal of tangible fixed assets and investments 112,681 152,401
Net cash outflow from capital expenditure and financial
Investments 2,061 48,714
Acquisitions and disposals
Purchase of subsidiary undertakings — cash 32 (435,558) -
- loan stock 32 60,202 -
Cash acquired with subsidiary undertakings 32 2,450 -
Disposal of subsidiary undertakings 32 68,450 -
Cash disposed of with subsidiary undertakings 32 (13,972} -
Purchase of shares 1n assoctated company (715) -
Sale of share n joint venture 32 91,583 (26,359)
(227,560) (26,359)
Net cash outflow before management of hiquid resources
and financing (302,405) (29,546)
Financing
Increase (decrease) in borrowing 33 443,163 {18,800)
[ssue of shares to minority interests 138 -
Net cash inflow (outflow) from financing 443,301 (18,800)
Increase (decrease) in cash in the year 140,896 (48,346)

15
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Consolidated cash flow statement for the year ended 31 March 2007 (continned)

Note

Reconcihation to net debt
Net debt at 1 Apnil 33
Increase (decrease) in net cash
Borrowings net of short term deposits acquired with
subsidiartes
Borrowings disposed with subsidiaries
Movements on borrowings
Other non-cash changes
Exchange adjustments

Net debt at 31 March 33

2007

£000

£000

(238,480)
140,896

(634,621)
118,384
(439,486)
(1,392)
(11,067)

(1,065,766}

2006
£000 £000

(208,703)
(48,346)

18,800
231

(238,480)
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Notes to the financial statements
Jor the year ended 31 March 2007

1 Accounting policies

Basis of accounting

These accounts have been prepared under the historical cost convention and in accordance with the Companies Act
1985, applicable Accounting Standards 1ssued by the Accounting Standards Board and the Statement of
Recommended Accounting Practice {(Accounting 1ssues in the asset finance and leasing industry)

The directors have taken advantage of the exemption available under section 230 of the Companies Act 1985 and not
presented a profit and loss account for the Company

Basis of consolidation

The consolidated profit and loss account and balance sheet include the financial statements of the Company and its
subsidiary undertakings made up to 31 March 2007 Intra-group transactions are elimmated fully on consolidation

Investments in subsidiaries are accounted for using the acquisition basis of accounting The gross equity accounting
method 15 used to conscolidate investments 1n joint ventures and investments 1n associates are accounted for using the
equity method

Going concern basis of preparation

The Directors have carefully considered the adoption of the going concern basis of preparation of the financial
statements of the Company and of the Group, bearing in mind the current financial situation of a material subsidiary
grouping, FleetPartners (Proprietary} Limited in Australia and Truck Leasing Limited m New Zealand These
companies rely on external bank facilities to fund their businesses, primarily from two major banks The facilities
provided by one of these banks, amounting to AUD 510 mullion and NZD 260 million respectively, are scheduled for
renewal in March 2008 In the current market conditions, there can be no certainty that the bank will decide to renew
the facilities

If the financing facility was not renewed, and no replacement facility could be obtained, the subsidiaries could not
continue to trade and the business would go 1nto run-off Afier repayment of the bank facilities, 1t is unhkely that any
funds would remain to repay the loan notes with a principal value of £123 nullion 1ssued to the subsidianies by Nikko
Principal Investments Limited, a direct subsidiary of the Company The write-off of this amount would have a material
adverse impact on the net assets of Nikko Principal Investments Limited, which would impact on the cost of
investment in this company of £198 million 1n the Company'’s balance sheet The Group balance sheet includes £110m
of goodwill anising from the acquisition of FleetPartners (Proprietary) Limited and Truck Leasing Limited which
would be impaired and would not be expected to have any value

The Directors have considered the history of the relationship with the bank and consulted with local management on
the recent contacts with the bank and the nature of those discussions The Directors have also assessed the financial
and reputational implicattons for the bank 1f 1t decided not to renew the facilities, and the hkelihood of the subsidiary
being able to obtain replacement funding The Directors have concluded that, on balance, the funding 1s more likely
than not to be renewed, although the terms on which 1t 1s renewed may be less favourable than the current terms The
Directors have also considered the potential impact on the Group if the goodwill was written off and noted that Total
Shareholders Funds at 31 March 2007 were £264 million and would still be i excess of £150 mulhion if goodwill was
fully written off For these reasons, and based on the information presently available, the Directors have concluded
that the going concern basis remains appropriate and no proviston ts considered necessary 1n relation to the investment
in the subsidiaries nor any impawment of the goodwill at Group level
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Notes to the financial statements
Sor the year ended 31 March 2007 (continued)

1 Accounting policies (continued)

Gomg concern basis of preparation (continued)

In addition, another subsidiary company 1s currently experiencing increased levels of arrears on 1ts outstanding loans
and 1s close to the Limits on 1ts funding facility provided by the Group One of the external funding facilities s
scheduled for renewal (n March 2008 and it 1s currently unclear whether this will be renewed and, 1f not, what the
repayment period will be In the event that the subsidiary cannot access sufficient funding to meet its operational
requirements, 1t may be necessary to cease writing new business and put the existing loan portfolie into a controlled
run-off

The Dhrectors consider that 1f this was to take place, based on the information presently available the investment in the
subsidiary could be substantially recovered, with an appropriate amount of financtal support from the Group The
Group 1s currently considering an application for an increase in the Funding facility, and the directors understand that
it 1s Nikko Cordial Corporation’s mntention to approve the follow on funding On this basis no provision for losses
would be required n the consohdated financial statements However, the Directors note that this Is subject to inherent
uncertainty as 1t requires a projection wnto the future In particular, this 15 based on the losses on the loan portfolio
remaining within predicted levels, 1f delinquency rates increase significantly, this would adversely impact the value
reahised (n the run-off and the ability of the Company to recover its investiment

Turnover

Financial services

Turnover represents interest, commussions and fees receivable excluding value added tax Smmlarly, any interest,
commusstons and fees paid in respect of trading activities are shown within cost of sales  Profits and losses on disposal
of Investments are also included with turnover

Charges made for instalment finance are brought into revenue on a basis to reflect a consistent rate of return on the
outstanding principal balance over the Iife of the related consumer loan

Income 1s recogmised on debt portfolios acquired using a yield basis as follows total collections are estimated oo a
prudent basis reflecting the characteristics and quality of the portfolio on acquisition together with the collection
expertence since acquisition A yield on each portfalio 1s calculated using total estimated collections by portfolio
projecting forward calculations for a maximum of five years The yield percentage 1s applied to allocate amounts
collected from the customers between profit and the cost of the loan portfolio

Hotel, catering and retail services

Turnover 1s defined as the amounts derived from the provision of goods and services falling within the Group’s
ordinary activity (n the area of owning and operating hotels and motorway service stations

Engineering services

This 1s based on sales of goods and services at invoiced value less local sales taxes and excludes transactions between
subsidiary undertakings

Profit is recogmised on long-term contracts, 1f the final outcome can be assessed with reasonable certainty, by
including in the profit and loss account turnover and related costs as contract activity progresses Turnover 1s
calculated as that proportion of the total contract value which costs ncurred to date bear to total expected costs for that
contract
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Notes to the financial statements
Jfor the year ended 31 March 2007 {continued)

1 Accounting policies (continued)

Turnover (continued)
Lease hire services

(a) Finance lease mterest

Interest income 1s accrued on a time proportionate basis, by reference to the principal outstanding and the effective
Iinterest rate applicable which 1s the rate that exactly discounts estimated future cash receipts through the expected lLife
of the lease to that asset’s net carrying value

Lease lire services (continued)

(b) Operating lease rentals

Rental income from operating leases 1s recognised on a straight line basis over the term of the relevant lease including
any lease incentives

Dusconninued operations

Followng the exit (sale) of a subsidiary company, in accordance with FRS3 the group results arising from the related
subsidiary 15 included within discontinued operations n the profit and loss account m the year of sale

Tangible fixed assets

Fixed assets are held at cost and depreciated at rates considered reasonable to reduce the book value of the asset to its
estimated future residual value over the expected useful Life of the asset Depreciation 1s provided at the following
rates

Office equipment - 20% per annum cn original cost

Furniture and fittings - 10%- 33% per annum on original cost

Office improvements - 20% per annum on original cost

Computer software - 33% per annum on original cost

Leasechold improvements - 20% per annum on ortginal cost or the
minimum period of the lease 1f shorter

Plant and machinery - 6 66% - 20% per annum on original cost

Lease property - see below

Assets held under finance leases - as above or over the lease period if shorter

No depreciation 15 charged on Construction 1n Progress

No depreciation 1s provided for land or the freehold and long-leasehold property on the basis that the residual value 1s
not expected to be materially different from the carrying value An impawrment review 1s carried out at the end of each
year and expenses are charged to the profit and loss account when incurred

Short leasehold land and buildings are depreciated over the unexpired term of the lease, where less than 50 years

In respect of the hotels, expenditure on repairs and renewals 1s charged to the profit and loss account at the time of
expendrture  Major refurbishment projects forming part of the planned programme of mamntaining the properties in
good reparr are caprtaltsed at cost under the appropriate asset category and depreciated in accordance with the
accounting policy Any net book value attributable to the asset being replaced 1s written off to the profit and loss
account when the refurbishment takes place
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Notes to the financial statements
Jor the year ended 31 March 2007 (continued)

1 Accounting policies (continued)

Tangible fixed assets (continued}

Depreciation 15 provided on lease property on a straight ine basis so as to write off the net cost of each asset over its
expected useful hife (bemng the term of the related lease contract) to estimated residual value The estimated useful
lives, depreciation method, and residual values are reviewed regularly

Financial instruments

Derivative instruments utilised by the Group are interest rate swaps and forward foreign currency exchange contracts
The Group does not enter inte speculative derivative contracts  All such instruments are used for hedging purposes to
alter the nisk profile of an existing underlying exposure of the Group in line with the Group’s risk management
pohcies

Derivatives used to hedge interest rate nisk are taken to the profit and loss account in accordance with the accounting
treatment of the underlying transaction that 1s being hedged Hedge transactions, which cease to be effective or are
terminated early, are measured at fair value and any profit and loss arising 1s recognised n full

Foreign currencies

Transactions denominated in foreign currencies are translated into sterling monthly and recorded at the rate of
exchange ruling at the date of translation  Profits and losses of subsidiaries, joint ventures and associates which have
currencies of operation other than sterling are translated into sterling at average rates of exchange except for material
exceptional items which are translated at the rate ruling at the date of transaction

Assets and liabilities at the balance sheet date denominated in foreign currencies have been translated into sterling at
the market rates of exchange at that date and the exchange differences are recognised in the profit and loss account

Exchange differences arising from the retranslation of the opening net assets of subsidiaries, jomt ventures and
associates which have currencies of operation other than sterling and any related loans are taken to reserves together
with the differences arising when the profit and loss accounts are translated at average rates and compared with the
rates ruling at the year end

Leases

Finance leases

Assets held under finance leases are recogmised as assets of the Group at theur fair value or, if lower, at the present value of
the minimum lease payments, each determined at the inception of the lease The corresponding habihty 1s included in the
balance sheet as a finance lease obligation Lease payments are apportioned between finance charges and the reduction of
the lease obligation so as to achieve a constant rate of interest on the remaming balance of the hability Finance charges
are charged directly to the profit and loss account Where assets are subject to sale and leaseback, the excess of sales
proceeds over the carrying amount 1s deferred and amortised over the lease term

Operating leases

Rentals paid under operating leases ate charged to the profit and loss account on a basis representative of the pattern of
benefits expected to be derived from the leased asset (usually straight ling)
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Notes to the financial statements
Jor the year ended 31 March 2007 (continued)

1 Accounting pohcies (continued)

Financing fees

Financing fees incurred in relation to borrowings are capitalised and amortised to the profit and loss over the term to
maturity of the related debt Debt 15 shown in the balance sheet at the amount of the net proceeds received after
deductton of the capitalised financing fees

Intangible assets
Goodwill

Goodwill arising on consolidation as a result of the acquisition of a subsidiary undertaking 1s capitalised as an
intangible fixed asset The excess of the fair value of the consideration paid over the fair value of net assets acquired
which 15 not otherwise allocated to individual assets and liabilities 1s determined to be goodwill and 1s amortised on a
straight line basis over a period not exceeding 20 years

The unamortised goodwill ts subject to impairment review in accordance with FRS 11 “Impairment of fixed assets and
goodwill”

Service Contracts

Service contracts acquired are recognised at the present value of the future income to be derived from those contracts
At the end of each accounting period these calculations are reviewed and any reduction 1s recognised as amortisation
and 15 written off to the profit and loss account against the relevant income received from the contract

Fixed asset investments

Debt securities, equity shares and other similar interests intended to be held for the long term or to maturity are treated
as fixed asset investments, and are valued at cost less provision for permanent diminution 1n value

Current asset investmenits

All other debt securities, equity shares and other similar interests are treated as current asset investments and are
valued at the lower of cost or net reahisable value The intention of holding each asset 1s regularly reviewed and if
appropriate, the investment classification altered accordingly

Deferred tax

Deferred tax 1s recognised i respect of all iming 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 by the balance sheet date Deferred tax assets are recognised to the extent that it 1s more
likely than not there will be suitable taxable profits from which the future reversal of the underlying timing differences
can be deducted Deferred tax 15 measured at the tax rates that are expected to apply in the periods in which timing
differences are expected to reverse, based on tax rates and laws that have been enacted or substantially enacted by the
balance sheet date Deferred tax 1s measured on a non-discounted basis

Deferred tax 1s not recognised when fixed assets are revalued unless by the balance sheet date there 15 a binding
agreement to sell the revalued assets and the gain or loss expected to arise on sale has been recogmsed in the accounts
Neither 15 deferred tax recogmsed when fixed assets are sold and 1t 1s more hikely than not that the taxable gain will be
rolled over, being charged to tax only 1f and when the replacement assets are sold
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for the year ended 31 March 2007 (continued)

1 Accounting pohcies (continued)

Penston costs

The Group operates a variety of schemes The defined contribution schemes are accounted for by charging
contributions payable for the year to the profit and loss account

For defined benefit schemes, the operating cost of providing pensions, as calculated periodically by independent
actuaries, 1s charged to the company’s operating profit and loss in the period that those benefits are earned by the
employees The financial return expected on the schemes’ assets 1s recognised 1n the period in which 1t arises as part
of the finance income and the effect of unwinding the discounted value of the schemes’ hiabilities 1s treated as part of
finance costs The changes in the value of the schemes’ assets and liabilities are reported as actuarial gains or losses as
they arise in the statement of recognised gains and losses The pension schemes’ surplus or deficit 15 recogmised in full
and presented on the balance sheet net of any related deferred tax to the extent that any deferred tax asset is considered
recoverable

Stocks and work in progress

These are valued on bases which are consistent from one year to another, and which are specifically related to the
individual operating activities In general, stocks of raw materials, components, manufactured goods, purchases for
resale and consumable stores are valued at the lower of cost and net realisable value

Work n progress on long-term contracts 1s valued to include a prudent portion of expected profit where this can be
reliably foreseen Where any contracts are expected to be unprofitable, full provision 1s made for anticipated losses

Stocks of ex-hire vehicles and equipment are shown at the lower of cost and net realisable value where costs may
mclude labour and materials incurred in bringing the assets to their current location and condition

Acquired Loan Portfolios

Non-performing loan portfolios are purchased from financial institutions at a substantial discount from their face
amounts and are recorded at cost to acquire the portfolio  The carrying value of the portfolios 1s shown n the balance
sheet as “loan portfolios” and these are carried at the lower of amortised historic cost and net realisable value

Amounts recoverable under finance leases

Amounts due from lessees under finance leases are recorded as receivables Finance lease receivables are mtially
recognised at amounts equal to the present value of the minimum lease payments plus the present value of any
unguaranteed residual value expected to accrue at the end of the lease term  Finance lease payments are allocated
between interest revenue and reduction in the lease receivable over the term of the lease n order to reflect a constant
pertodic rate of return on the net investment outstanding in respect of the lease

Share based payments

Equity-settled share-based payments with employees and others providing similar services are measured at the far
value of the equnty instrument at the grant date The fair value 1s expensed on a straight-line basis over the vesting
period based on the Group’s estimate of shares that will eventually vest
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2 Segmental reporting

All material business 1s conducted n the United Kingdom unless 1t 1s stated otherwise,

NPIL Hold Co Limuted
Directors’ report and financial statements
31 March 2007

2007 2006
Net assets by class £000 £000
Engineering services 11,839 17,557
Financial services 94,252 147,327
Hotel - Group - 36,063
Lease hire services (Australia & New Zealand) 134,467 -
240,558 200,947
Catering and retail - Joint venture - (13,779)
Reinsurance - Joint venture (Bermuda) 25,855 20,656
Property development - Jomnt venture 1,078 1,000
Financial services - Joint venture 6,573 -
Net assets 274,064 208,824
2007 2006 2007 2006
Turnover and Profit and Loss Profit/(loss)  Profit/(loss)  Profit/{loss) Profit/(loss)
by class 2007 2006 before tax before tax before tax  before tax
Turnover  Turnover after afier goodwill before before
£000 £000 goodwill goodwill goodwill
£000 £000 £000 £0600
Engineering services 55,519 46,105 5,309 5,523 5,309 5,523
Financial services 146,711 39,931 21,778 (16,391) 32,995 (14,891)
Hotel - Group 24,246 42,365 7,013 2,278 7,100 2,495
Lease hire services (Austrahia &
New Zealand) 99,606 - (4,403) (1,760)
326,082 128,401 29,697 (8,590) 43,644 (6,873)
Catering & retail - Joint
venture 158,431 154,127 (18,827) (15,615) (18,827) {15,615)
Remnsurance - Jont venture
(Bermuda) 2,136 939 8,305 570 8,558 570
Financial services — Jont
venture - - 722 - 722 -
Exceptional items - - 55,347 40,098 55,347 40,098
Exceptional expenses — Joint -
venture - - (5,144) - (5,144)
486,649 283,467 75,244 11,319 89,444 13,036

The exceptional 1tems in 2007 relate to profits on the sale of a subsidiary and a Joint venture

See also note 3
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2 Segmental reporting (continued})

NPIL Hold Co Limited
Directors ' report and financial statements
31 March 2007

The exceptional item 1n 2006 relates to the profit on sale of a fixed asset investment The exceptional expenses arising

in 2006 mn the Joint Venture relate to restructuring costs  See also note 3

k] Exceptional items

Profit on sale of investments
Profit on sale of Joint venture

2007 2006
£000 £000
25,070 40,098
30,277 .
55,347 40,098

The sale of the Menzies Hotel group in October 2007, which had been a Group company since December 2004,
resulted 1n a profit of £25,070,000 The profit 15 stated after a goodwall write-off of £3,059,000

On 30 March 2007 a subsidiary of the Company, NPI Ventures Limited, sold its entire interest in MSA Acquisitions
Limited, a motorway service area operator which had been treated as a Joint Venture in the accounts of the Group The

profit on this disposal has been recognised as follows

Proceeds
Less settlement of debt
Net assets of Jomnt venture disposed

Less Group share of revaluation of fixed assets recognised in the reserves

of the Joint venture during the period

Add back net habihtics of Joint venture disposed excluding current year

revaluations

Profit recognised on the disposal of Joint venture

£000 £000
91,583
(97,185)
42,056
(77,935)
35,879
30,277

There are no related tax charges included in the taxation charge within the profit and less account because of losses

available from Group relief

On 12 September 2005 a subsidiary of the Company, Pall Mall Life Limited, sold its entire interest 1n the investment
in Resolution Life Group, which had recently merged with the Britanmic Group Plc involving a share for share
exchange The proceeds of this sale were £89,414,428 and this gave rise to a profit for the Group of £40,098,000

24




NPIL Hold Co Limuted
Durectors report and financial statements
31 March 2007

Notes to the financial statements
Jor the year ended 31 March 2007 {continued)

3 Exceptional 1items (confinued)
2007 2006
£000 £000
Restructuring expenses — Joint venture - (5,144)

During the prior one of the joint venture companies, MSA Acquisitions Limited, embarked on a major outsourcing
project and the Group share of the costs involved 1s stated above

4 Interest payable and similar ttems

2007 2006

£000 £000
Interest payable on bank loans and overdrafis (41,214) (13,189)
Amortisation of 1ssue costs of bank loan (1,625) (229)
Interest payable on other loans (5,510) (2,268)
Interest payable to parent company (2,761) (459)
Group interest and simular charges (51,110) (16,145)
Share of joint venture mterest payable (26,142) (24,881
Total interest and similar charges payable (77,252) (41,026)
Group mterest recetvable 2,308 1,953
Interest receivable from Joint venture 23,631 -
Release of provision against interest receivable from Joint venture 15,673 -
Net interest payable and similar items (35,640) {39,073)
5 Other finance income

2007 2006

£000 £000

Other finance income (see note 10) 4,400 5,700
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6 Other finance costs

Other finance costs — Group (see note 10)
Other finance costs — Joint venture

7 Profit on ordinary activities before taxation

Profit on ordwnary activities before tax 1s stated after charging

Staff costs (note 9)

Depreciation of tangible fixed assets — owned assets
Amortisation of goodwill

(Profit) loss on disposal of fixed and current asset investments
Hire of machinery and equipment

Other operating lease rentals

Property lease rentals

Audit services provided by firms other than Group auditor
Non-audit services provided by firms other than Group auditor
Income from operating leases

NPIL Hold Co Limited

Directors’ report and financial statements

2007
£000

(315)
(69)

2007
£000

64,589
44,188
14,200
(25,033)
284
541
3,058
275
353
(80,811)

Rentals recervable under finance leases during the year was £11,071,000 (2006 £nil)

Services provided by the Group’s auditor and network firms

31 March 2007

2006
£000

(933

2006
£000

42,206
4,670
1,717
4,021

124
499
1,413
37
69

During the year the Group obtained the following services from the Group’s auditor at costs as detailed below

Fees for the audit of the parent Company and consolidated financial

statements
Fees for the audit of subsidiaries of the Company

Tax services

Other services —including due diligence fees

2007
£000
125

261
265
638

2006
£000
75

299
319
227
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8 Directors’ emoluments
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No directors received any emoluments as a result of the services provided to the Company Three of the directors of the
Company were directors of a subsidiary company (Nikko Principal Investments Limited} during the years ended 31 March
2007 and 31 March 2006 and of these, two received emoluments which are disclosed in that subsidiary’s financial

statements These disclosures are given below

Aggregate emoluments

Company pension contributions to money purchase scheme

2007 2006
£000 £000
7,965 3,345

33 40

The aggregate of the emoluments paid to the highest paid director was £5,294,943 (2006 £2,055,146), including
pension contributions patd to a defined contribution scheme of £21,825 (2006 £29,100)

Amounts receivable by directors under long term incentive schemes s Nil (2006 Nil) Retirement benefits are

accruing to 2 (2006 2) directors under a money purchase scheme

9 Employee Information

Staff costs for the Group during the year were as follows

Wages and salaries
Soctal security costs
Other pension costs {note 10)

The average monthly number of people empleyed was as follows

Engineering services
Fmancial services
Hotel and catermng
Lease hire services

Group
2007 2006
£000 £000
57,852 36,722
4,876 4,371
1,861 1,113
64,589 42,206

Group
2007 2006
441 426
461 129
630 1,260
227 -
1,759 1,815

Company

2007
£000

2006
£000

2007

Company
2006
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Jor the year ended 31 March 2007 (continued)

10 Pensions

The group has established a number of pension schemes covering many of its employees The principal funds are the
PD Pension Plan and the Nikko Europe Plc Retirement and Death Benefit Plan (Nikko) In the financial statements
for the year ended 31 March 2006, the figures for these funds were shown separately because the deficit for the Nikko
Plan was not disclosed in accordance with FRS17 as 1t was sponsored by a company outside the Group as it was
envisaged that the plan would wind up n the current financial year and that the funding of the plan along with the
assets realised by other group companies would be suffictent to cover any deficit  The disclosures required by FRS 17
were given only in the context of a contingent hability payable if the funds on hiquidatien were insufficient to cover the
liabilities of the employers in the scheme and a claim was made aganst a Group company for the shortfall The wind
up 1s now expected to complete 1n the financial year to March 2008 but notwithstanding this the deficit in the plan 1s
now disclosed in accordance with FRS 17 and the numbers have been aggregated with the disclosures 1n respect of the
PD Pension Plan It 1s not anticipated that the Company will be required to make any contribution to the Plan on
winding up

The latest full update to the last actuarial valuation of the Nikko scheme was performed by firstactuarial at 31 March
2007 by performing an accurate calculation of the Plan’s habilities and comparing them to the Plan assets  The
valuation shows that the deficit 1s £1,715,000 at 31 March 2007 (2006 £3,213,000) and no contributions were made
into the scheme during the year (2006 £nil)

Hewitt Bacon and Woodrow Limited and Watson Wyatt Worldwide valued the PD Pension Plan at 31 March 2003
using the projected unit method This valuation has been rolled forward each year to 31 March 2007 and shows a
deficit of £6,820,000 (2006 £4,110,000) No contributtons were made into this scheme during the year (2006 £nil)

The principal assumptions made by the actuaries were
Assumption 2007 Assumption 2006

% p.a. %pa

Rate of increase 1n salaries 3.2-4.7 435
Rate of increase in pension payments (L.imited Price Indexation) 21-33 20-29
Discount rate 5.4 49
Inflation 33 3
The assets and estimated liabilities of the pension schemes are shown below

2007 2006

£000 £000
Total fair value of assets 513,211 487,090
Present value of Plans’ habilities (521,746) (491,200)
Net pension hability (8,535) (4,110)

There 15 a potential deferred tax asset of £2,560,000 (2006 £1,233,000) which has not been recognised above as 1t 1s
unlikely to be recoverable This represents 30% of the deficit in the schemes
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10 Pensions (continued)

The following table sets out the expected rates of return in different classes of assets together with the value of assets
at the start and end of the accounting year

Long term Long term
expected Fair value at expected Fair value at
rate of return 31 March  rate of return 31 March
at 31 March 2007 at 31 March 2006
2007 £000 2006 £000
Equity 7.75% 213,600 725% 246,200
Government bonds (gilts) 4.75% 125,991 425% 96,400
Corporate bonds 525% 74,200 4 65% 58,000
Other 5.5% 99,420 4 55% 86,490
Total 513,211 487,090

The change 1n the financial position of the schemes can be broken down into the following areas

2007 2006

£000 £000
Deficit of scheme at beginning of the year (4,110) (29,500)
Nikko Plan deficit at beginning of year (3,213) -
Current service cost (net of employee contributions) {(347) (10)
Other finance income 4,400 5,700
Other finance expense (315)
Actuarial (loss) / gain (see below) (4,950) 19,700
Deficit at the end of the year (8,535) (4,110)

Amounts that have been charged to the profit and loss account under FRS17 1n respect of defined benefit scheme are
as follows

2007 2006
Operating profit £000 £000
Current service cost (387) (50)
Employee contributions 40 70
Past service costs - (30)

Total operating charge (347) (10)
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10 Pensions (continued)

Net credit to finance income

2007 2006
£000 £000
Expected return on pension scheme assets 29,001 29,100
Interest on pension scheme habihities (24,91¢6) (23,400)
Net return 4,085 5,700

This amount 15 the net of the credit to finance income of £4,400,000 less the finance cost of £3 15,000

The amounts that have been recognised in the Statement of total recogmsed gans and losses under FRS17 1n the year
are

2007 2006
£000 £000
Actual return less expected return on scheme assets (3,328) 60,600
Experience gains and losses arising on the scheme habihities 6,684 (3,300)
Changes 1n assumptions underlying the present value of the
scheme habilities (8,306) (37,600)
Actuanial (loss) / gain m m
2007 2006
History of experience gains and losses £000 £000
Difference between the actual and expécted return on scheme assets
Amount (£°000) (3,328) 60,600
Percentage of scheme assets (0 6%) 12 4%
Experience gains and losses on scheme liabilities
Amount (£7000) 6,684 (3,300)
Percentage of scheme liabilities 13% (0 7%)
Total amount to be recognised in Statement of total recognised gains and losses
Amount (£°000) (4,950) 19,700
Percentage of scheme habilities (0 9%) 4 0%

Defined contribution schemes

In addition to the above schemes, the Group operates a number of defined contribution schemes in the UK The assets
and habilities are not matenal to the Group accounts and have been excluded from any disclosures Contributions paid
to these schemes totalled £1,514,000 for the year (2006 £1,103,000)
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B Tax on prefit on ordinary activities
Analysts of credit during the year

Umted Kingdom
Corporation tax at 30%
Adjustment in respect of prior periods

Foreign tax
Corporation tax
Adjustments in respect of prior periods

Total Current Tax

Deferred tax

Ongination and reversal of timing differences

- Reversing from deferred tax asset — note 19

- Reversing from deferred tax hability (UK tax) — note 26

- Reversing from deferred tax hability (foreign tax)— note 26

Tax charge / (credit) on profit on ordinary activities

NPIL Hold Co Limuted
Directors’ report and financial statenents

31 March 2007
Group

2007 2006

£000 £000
5,358 1,500
- (2,277
5,358 a717n
(144) 25
19) (469)
(163) (444)
5,195 (1,221)
712 (1,393)
(230) 37
(174) -
5,503 (2,651}

The tax for the year 1s different from the standard rate of corporation tax in the UK (30%) as explained below

Profit on ordinary activities before tax

Profit on ordinary activities multiplied by the standard tax rate of corporation tax in

the UK
Effects of
Adjustment 1n respect of previous periods
Expenses not deductible for tax purposes
Adjustment in respect of foreign taxes
Pension cost charge in excess of pension relief
Effect of gains on sale of current asset investments

Capital allowances in excess of depreciation for the period

Non-taxable income
Other tming differences
UK UK transfer pricing adjustment

Tax on profit less adjustments carried forward

2007 2006
£000 £000
75,244 11,319
22,573 3,395
(19) (2,746)
6,549 5,897
51 -

- (1,710)
(19,665) {11,882)
(496) (681)
(8,345) (1,902)
819 -
1,054 -
2,521 (9,629)
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11 Tax on profit on ordinary activities {(continued)

Tax on profit less adjustments brought forward
Losses not available for utthsation or group relief
Interest not taxable

Tax life expired

Other

Utilisation of losses brought forward

Losses available to carry forward for relief

Current tax on profit on ordinary activities

12 Profit of the holding company

NPIL Hold Co Limited
Directors’ report and financial statements
31 March 2007

2007 2006
£000 £000
2,521 (9,629)
6,005 9,407
(5,254) -
- (450)

275 (549)
(3,166) -
4,814 -
5,195 (1,221)

As permitted by Section 230 of the Companies Act 1985, the profit and loss account for the parent Company has not
been included in these accounts The loss after tax for the year to 31 March 2007 was £125,000 (2006 loss of

£97,625)
13 Intangable fixed assets
Goodwill

2007
Group £0060
Cost
At 1 April 2006 27,001
Goodwill from acquisitions 332,291
Acquired with subsidiary company -
Additions -
Exchange differences 2,931
Disposals (3,363)
At 31 March 2007 358,860
Aggregate amortisation
At 1 Apnl 2006 3,851
Charge for the year 14,200
Disposals (304)
At 31 March 2007 17,747
Net book amount at 31 March 2007 341,113
Net book amount at 31 March 2006 23,150

Service
contracts Total
2007 2007
£000 £000
- 27,001
- 332,291
3,536 3,536
52 52
- 2,931
- (3,363)
3,588 362,448
- 3,851
478 14,678
- (304)
478 18,225
3,110 344,223
- 23,150
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for the year ended 31 March 2007 (continued)

13 Intangible fixed assets (continued)

The net book value of goodwill disposed of £3,059,000 relates to the goodwill that arose on the purchase of the Menztes

Hotel group which was sold on 10 October 2006 This goodwill has been allocated agatnst the profit on that sale

Goodwill was acquired during the year from the fellowing acquisitions

2007
£000
Cabot Financial Holdings Group 183,335
LifeBond Holding GmbH & Co KG 4,743
Clarnity Credit Management Solutions Limited 4,456
Fleet Partners (Pty) Limited 66,246
Truck Leasing Limited 43,931
Hire Equipment Group 23,326
Others 5,639
Assoclate company 615
332,291
14 Tangible fixed assets
Group
Leasehold
Freehold land land Plant &  Fixtures & Assets under Lease
& buildings & buildings machinery fittings Construction Property Total
£000 £000 £000 £000 £000 £000 £000
Cost
At 1 April 2006 102,594 22,401 11,278 34,677 31 - 170,981
Additions at cost 861 448 1,750 3,027 46 68,214 74,345
Adjustments - 878 - - - (8738) -
Acquired or disposed
with subsidiary
company (99,499) (21,114) (5.547) (23,954) 26 718,114 568,026
Disposals {4,481) N {437 (1,548) - (65,898) (72,365)
Exchange differences - 51 40 (86) 31 14,829 14,803
Revaluations 525 147 - - . - 672
At 31 March 2007 - 2,810 7,084 12,116 12 734,381 756,463
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14 Tangible fixed assets (continued)
Freehold land  Leasehold Plant &
land Fixtures & Assets under Lease

& bwildings & buildings machmery fitings Construction Property Total
Accamulated
depreciation
At 1 April 2006 - 997 2,414 10,280 - - 13,691
Adjustments - 85 - - - 1,136 1,221
Acquired or disposed
with subsidiary
company - (164) 703 (3,772) - 231,205 227,972
Charge for the year - 214 785 2,557 - 40,632 44,188
Disposals - a3 (225) (772) - (33,766) (34,776)
Exchange differences - 2 53 (33) - 5,106 5,128
At 31 March 2007 - 1,121 3,730 8,260 - 244313 257,424
Net book value
At 31 March 2007 - 1,689 3,354 3,856 72 490,068 499,039
At 31 March 2006 102 594 21,404 8,864 24,397 31 - 157,290
The Company holds no tangible fixed assets
Group: 2007 2006
Analysis of net book value of leasehold land and buildings £000 £000
Long leasehold at least 50 years unexpired - 17,930
Short leasehold less than 50 years unexprred 1,689 3,474
At 31 March 1,689 21,404

Net book value of plant and fixtures held under finance leases 15 £128,000 (2006 £mt) The related depreciation
charged during the year amounts to £37,000 (2006 £ml) and the accumulated depreciation at the end of the year 1s
£93,000 (2006 £55,894)
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15 Fixed asset investments

Group
Cost;

At 1 Apnl
Additions
Disposals
Revaluation

At 31 March

NPIL Hold Co Lumuted
Dnrectors ' report and financial statements

2007
£000

17,887
5,237
(12,599)
(621)

9,904

31 March 2007

2006
£000

17,549
4,736
(3,908)
(490)

17,887

The investments held at 31 March 2007 comprise hsted and unhsted investments The listed investments with a book
value of £6,059,981 (2006 £2,151,560) are listed on the Alternative Investment Market and had a market value of
£7.809,320 (2006 £5,162,584) at the balance sheet date

On 15 November 2006, the Group disposed of its entire investment in the Student Loans Company, consisting of fixed
asset investments of £11,298,000 and a current asset investment of £398,000 for proceeds of £26,519,000 resulting 1n

a net gawn of £14,823,000

Sundry small investments in biomedical start-up compantes held at a cost of £1,301,000 were sold during the year for
proceeds of £2,403,000 resulting 1n gamns totalling £1,102,000

The Group’s principal operating subsidiaries are
Subsidiary

Nikko Principal Investments Limited
Hamworthy Combustion Engineering Limited
Powel!l Duffryn Limited

British Credit Trust Limited

NPI Ventures Limited

Nikko Energy Limited

Cabot Financial (Europe) Limited

LifeBond Management GmbH

Clanty Credit Management Solutions Limited
FleetPartners (Pty) Limited

Truck Leasing Limited

Hirequip Limited

Nikko Principal Investments Austraha (Pty)
Limited

Activity

Investment company
Engineering
Holding company
Finance provider
Investment company
Investment company
Debt coliection
Purchase of secondary hfe
msurance policies
Debt collection

Fleet hire

Truck leasing

Plant leasing

[nvestment company

Ownership
%

100
100
100
100
100
100
686

505

85
96 3
963

100

100

Country of
Incorpora-
tion
UK
UK
UK
UK
UK
UK
UK

Germany

UK

Austraha
New Zealand
New Zealand

Australia

Foreign exchange exposure on foreign currency equity and debt investments are managed using currency swaps
hedging future foreign currency flows into sterling as detaled in note 25
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15 Fixed asset investments (continued)
Company

Cost:
At 1 Aprid and 31 March

NPIL Hold Co Limuted
Directors ' report and financial statements

3! March 2007
2007 2006
£000 £000
198,322 198,322

Investments in Group undertakings are stated at cost All the investments held at 31 March 2007 and 31 March 20046

are unhsted

16 Stock

Raw materials
Work 1n progress
Fimished products and goods available for resale

Less payments on account

2007
£000

3,593

3,533
12,745

19,871

19,871

Group
2006
£000

1,959
1,624
1,008

4,591
(33)

4,558

The replacement cost of stocks and work-in-progress does not differ matenally from the actual cost shown above

The Company held no stock at 31 March 2007 (2006 Nil)

17 Debtors

Amounts falling due after one year

Trade debtors

Amounts recoverable on finance leases
Amounts due from group companies — note 37
Deferred financing costs

Other debtors

Deferred tax asset — note 19

Group
2007 2006
£000 £000
119,636 84,009
71,444 -
38,517 43,495
9,576 6,970
52 213
2,228 -
241,453 134,687

Company
2007 2006
£000 £000
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18 Debtors
Group Company

2007 2006 2007 2006
Amounts fallimg due within one year £000 £000 £000 £000
Trade debtors 130,161 83,682 - -
Amounts recoverable on finance leases 21,207 - - -
Loan portfolio 132,909 - - -
Amounts due from group companies — note 37 100 121 - -
Amounts due from joint ventures - 38,400 - -
Deferred financing costs 3,754 2,835 - -
Other debtors 8,810 3,255 - -
Prepayments and accrued income 4,172 1,950 4 7
Deferred tax asset — note 19 2,807 4,130 - -
303,920 134,373 4 7

Amounts recoverable on finance leases are stated at cost less future finance charges

The loan portfolio comprises loans recoverable immediately and 1s stated at cost to acquire the portfolio It 15 hikely
that a portion of these loans will not be recovered until after one year but this portion cannot be calculated with any
certainty

19 Deferred tax asset
Group Company
2007 2006 2007 2006
£000 £000 £000 £000
Deferred tax asset comprises
Accelerated capital allowance - 140 - -
Short-term timing differences 1,579 3,990 - -
Other timing differences 3,456 - - -
5,035 4,130 - -
At Apnl 4,130 2,737 - -
Acquired with subsidiary company 302 - - -
Transferred to deferred tax hability 1,315 - - -
Tax (charge) / credit for the year - note | 1 (712) 1,393 - -
At 31 March 5,035 4,130 - -
Shown as
Amounts recoverable within one year 2,807 4,130 - -
Amounts recoverable in more than one year 2,228 - - -
5,035 4,130 - -
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20 Current asset investments
Group Company

2007 2006 2007 2006

£000 £000 £000 £000
Valuation:
At 1 April 77,905 122,672 - -
Additions 30,984 56,934 - -
Exchange differences (1,723) - - -
Dusposals (49,560) (101,701) - -
At 31 March 57,606 717,905 - -

—_—

Current asset investments comprise unlisted investments (2006 unlisted investments)

During the year, the Group company acquired a 2 38% shareholding in the Viridian Group Plc for a consideration of
£27.797,657 and mcurred costs of purchase of £1,791,383 On the 22 December 2006, the company sold 1ts entire
interest in the mvestment in Vindian Group Plc for proceeds of £38,697,447

An investment of £19.572,673 acquired 11 2005 with a subsidiary company, MSA Acquisitions Limited, which
comprised loan notes 1ssued to a jont venture was repaid 1o full on 30 March 2007

As disclosed in note 15, the sale of the investment in the Student Loans Company in November 2006 included a
current asset investment of £398,000

Joint ventures

In addition to the above, the Group has the following investments i Jomt ventures which are accounted for under the
gross equity method

Country of Details of  Shareholding Shareholding
Company and principal activity Incorporation  Shares held of Group of Company
Catalina Holdings Limited — property and Bermuda $0 001 Class 5 5
40% 0%
casualty remsurance A redeemable
Regeneration Caprtal Limited — property UK £0 01 Class 50% 0%
investment and management B ordnary
BVT LifeBend Management GmbH Germany Ordinary 50% 0%

The shares n Catatina Holdings Limited enuitle the Group and other shareholders to prionity of payment on
hiquidation, reduction of capital, redemption of shares, payment of dividends and on any sale
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21 Cash at bank and 1n hand

Cash held for the benefit of employees
Cash at bank and in hand

NPIL Hold Co Limited
Dwrectors’ report and financial statements

31 March 2007

Group Company
2007 2006 2007 2006
£000 £000 £000 £000
1,209 32 - -
182,940 43,24 - -
184,149 43,273 - -

Cash held for the benefit of employees by the Nikko Principal Investments Limited Employee Benefit Trust 1s invested
in a trust administered by The Royal Bank of Canada Trustees Limited At 31 March 2007, the trust funds totalled

£1,203,646 (2006 £26,005)

Cash held for the benefit of employees by the NPIL Employee Benefit Trust 1s admimstered by Ogier Employee
Benefit Trustees Limited (“the Trustees™) At 31 March 2007, the trust funds totalled £5,968 (2006 £5,886)

22 Creditors: amounts falling due within one year
Group
2007 2006
£000 £000
Bank loans and other borrowings — see below 735,454 147,619
Amounts due to group undertakings — note 37 32,888 33,671
Amounts due to parent company — see below 285,038 17,006
Obhgations under finance leases 57 -
Trade creditors 26,792 13,498
Corporation tax 1,049 7,037
Other tax and social security payable 12,077 2,506
Other creditors 33,526 5,297
Accruals and deferred income 34,441 30,744
1,161,322 257,378

Bank loans do not include any amounts advanced from other Group undertakings

undertakings are unsecured and repayable on demand

Company
2007 2006
£6000 £000
231 168
134 75
365 243
Amounts due to Group
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22 Creditors: amounts falling due within one year (continued)
2007 2006
Analysts of debt £000 £000
Secured bank loans and overdrafts 730,011 145,194
Unsecured bank loans and overdrafts 23 37
Non-bank debentures and secured loans 1,954 2,288
Non bank unsecured loans 3,466 100
735,454 147,619

Included in the Secured amounts due within one year are the following

{a) £192,825,000 of the loans from banks 1s secured by a fixed and floating charge over the assets of British Credit
Trust Management Limited and by a charge over the shares of British Credit Trust Management Limited held by
British Credit Trust Holdings Limited

{(b) £4,585,000 of the loans 1s from DZ Bank in Germany and is secured on German life policies Interest 1s charged at
EONIA plus a margin of 0 55% and the loan 1s repayable on 31 August 2008

(c) AUDS 884,128,367 or £361,870,000 of the secured loans 1s due to a syndicate of banks, namely Macquarie Bank
and Bank of Scotland, with Westpac Bank 1n Australia acting as agent This facihity 15 due and repayable by 31
October 2007 It 15 secured by a fixed and floating charge over the assets of the operating company in Australia with
priority over the enforcement proceeds from the sale of receivables, and other assets It attracts nterest at a rate of
base rate plus a margin of 0 67% Subsequent to year end, the facility was extended to 14 December 2007

{d} NZDS$ 465,512,592 or £168,348,000 of the secured loans 15 due to a syndicate of banks, namely Macquarie Bank
and Bank of Scotland, with Westpac Bank in New Zealand acting as agent This facility 1s due and repayable by 31
October 2007 The vast majority of 1t 15 secured by a fixed and fioating charge over the assets of the operating
company in New Zealand with priority over the enforcement proceeds from the sale of recervables, and other assets It
attracts interest at a rate of base rate plus a margin of 0 67% Subsequent to year end, the facility was extended to 14
December 2007

() £2,383,000 of the loans from banks is secured by a floating charge over the plant, equipment and current assets of
the Hire Equipment group, 1s repayable by instalments until 29 December 2012, and attracts an interest rate of base
rate plus a margmn of 2 15%

(f) £1,954,000 of non-bank secured loans relate to loan notes which attract interest of 6 months LIBOR less 1% and
are secured on cash collateral ;

Analysis of amount due to parent company 31 March 2007

Group
Matunity date Interest rate on loan  Loan balance
advanced £000
16 May 2007 JPY 67,035,168,425 1 3544% 284,655
Accrued interest 383
Amount due 31 March 2007 285,038
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22 Creditors: amounts falling due within one year (continued)

Analysis of amount due to parent company 31 March 2006

Group
Maturity date Interest rate on loan advanced Loan balance
£000
16 May 2006 JPY 3,495,200,000 0 8375% 17,000
Accrued interest 6
Amount due 31 March 2006 17,006
Currency swaps are used to manage the interest and currency exposure on foreign borrowings
23 Creditors. amounts falling due after one year
Group Company
2007 2006 2007 2006
£000 £000 £000 £000
Bank loans and other borrowings — see below 229,806 117,128 - -
Amounts due to group undertakings - note 37 5,133 5,133 - -
Obligations under finance leases 64 - - -
Accruals and deferred income 182 - - -
235,185 122,261 - -
Group Company
2007 2006 2007 2006
Analysis of debt £000 £000 £000 £000
Secured loans 150,575 109,913 - -
Bank unsecured loans 41,654 301 - -
Non-bank unsecured loans 37,577 6,914 - -
229,806 117,128 - -
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23 Creditors: amounts falling due after one year (continued)

Included in the amounts falling due after one year are the following

(a) £43,640,000 of the loans from banks 1s secured by a floating charge over the plant, equipment and current assets of
the Hire Equipment group, 1s repayable by instalments until 29 December 2012, and attracts an interest rate of base
rate plus 2 15%

(b) AUDS 75,000,000 or £30,798,000 of the unsecured loans 1s due to a syndicate of banks led by Westpac Bank n
Australia, and 15 repayable by 29 October 2012 It attracts interest at a rate of base rate plus 2 25% during the pertod
ended 31 March 2007 Subsequent to this, the rate decreased to base rate plus 1 75%

(c) NZD$ 29,093,250 or £10,555,000 of the unsecured loans 1s due to a syndicate of banks led by Westpac Bank i
New Zealand, and 15 repayable by 29 October 2012 It attracts interest at a rate of base rate plus 2 25% during the
peniod ended 31 March 2007 NZD$ 11,326,320 was paid down n April 2007 Subsequent to this, the rate decreased
to base rate plus 1 75%

(d) £106,935,000 of the loans from banks 15 secured by a fixed and floating charge over the majority of the non-
performing assets in the Cabot group of companies The bank loans are repayable on 7 April 2009 and the interest rate
i1s variable and fluctuates n accordance with LIBOR

(e) The non-bank unsecured debt relates to loan notes issued by a subsidiary company to minority mvestors These are
fixed rate securities with interest rates of 8% and 13% and are repayable in 2016

24 Obligations under finance leases
Group Company
2007 2006 2007 2006
Net obligations under finance leases £000 £000 £000 £000
Payable within one year 57 - . -
Payable within 1-2 years 43 - - -
Payable within 2-5 years 21 - - -
121 - - -
25 Denrivatives and financial instruments

The main financial risks faced by the Group relate to interest rates It has raised borrowings at both fixed and floating
rates, and has used interest rate swaps to generate the desired interest rate profile and to manage its exposure to mnterest
rate fluctuations Its market risk comprises primarily interest rate exposures, but the directors consider that a rise or
fall in interest rates would not have a matenial effect on uts financial position The Group's treasury activities
principatly relate to the investment of any surplus funds it may have, based on its forecast cash requirements and 1n
accordance with 1ts treasury policies These policies prohibit the use of derivatives for speculation  As permitted by
FRS13, the Group has excluded short-term debtors and creditors from these disciosures
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25 Derivatives and financial instruments (continued)

Currency and interest rate profile of financial habihties

A financial hability 1s defined as any hability that 1s a contractual obligation to deliver cash or another financial asset
to another entity or to exchange financial instruments with another financial entity

The interest rate risk profile of the Group’s financial liabilities at 31 March 2007, after taking account of the currency
swaps used to manage the interest and currency profile was

Fmancal
Floating Fixed habilities on
rate rate which no
financial financial interest 1s
Total habihties habihities paid
31 March 2007 £000 £000 £000 £600
Bank loans and borrowings
- Sterling 343,081 301,714 40,943 424
- AUD 392,668 - 392,668 -
- NZD 224,926 - 224,926 -
- Euro 4,585 4,585 - -
Loans from parent company
- Sterling 144,407 144,407 - -
- Austrahan dollar 76.419 76,419 - -
New Zealand dollar 63,827 63.827 - -
Other financial Liabilities 38.142 - 121 38,021
1,288,055 590,952 658,658 38,445
31 March 2006
Loans from parent company- sterling, 17.000 17.000 - -
Other loans — Sterling 264,747 240,389 23.920 438
281,747 257,389 23,920 438

The weighted average period for which the fixed rate financial habilities’ rates are fixed 1s less than 1 year (2006 less
than 1 year) The weighted average interest rate of the floating rate financial liabilities 15 5 00% (2006 6 02%)
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25 Denvatives and financial mstruments (continued)

Currency and interest rate risk profile of financial assets

A financial asset 1s defined as any asset that 1s to be received in cash, including cash at bank and short term deposits

Financial

Floating Fixed assets on

rate rate which no

financial financial interest 1s

Total assets assets recerved

Currency £000 £000 £000 £000
Sterling 543,892 26,015 246,944 270,933
Australian dollars 121,971 18,578 90,084 13,309
New Zealand dollars 35,218 23,520 2.839 8.859
Euro 5,907 1,669 63 4,175
Other currencies 3 {3 - -
At 31 March 2007 706,985 69,779 339,930 297.276
Sterling 310,112 21,014 35,797 253,301
US Dollars (1.092) (1,092) - -
Euro (1.458) (1.458) - -
Other currencies 169 169 - -
At 31 March 2006 307,731 18,633 35,797 253.301

a1

Maturity of financial liabilities

The maturity profile of the carrying amount of the Group’s financial habilities at 31 March 2007 was as follows

Group Company

2007 2006 2007 2006

Maturity of debt £000 £000 £000 £000
Due for repayment

In one year or less or on demand 1,053,052 164,619 - -

In more than one year, but not more than two years 4,158 1,800 - -

In more than two years, but not more than five years 125,290 5,701 - -

In more than five years 105,555 109,627 . -

1,288,055 281,747 - -

44




NPIL Hold Co Limtted
Durectors’ report and financial statements
31 March 2007

Notes to the financial statements
Jor the year ended 31 March 2007 (continued)

25 Denvatives and financial instruments (continued)

Borrowng facilities

The Group has the following undrawn committed borrowing facilities available at 31 March 2007 1n respect of which
all conditions precedent had been met at that date

Total Total

Floating rate Fixed rate 2007 2006

£000 £000 £000 £000

Expining within 1 year 85,897 - 85,897 1,606
Expiring between 1 and 2 years 12,036 - 12,036 -
Expiring in more than 2 years 21,065 - 21,065 -
118,998 - 118,998 1,606

Fair values of financial assets and financial habilities

There are no significant differences between the carrying amounts and fair values of the Group’s financial assets and
Liabilittes at 31 March 2007 A comparison of the book values and fair values of the Group’s borrowings and financial
assets 1s set out below

Book value Fair value Book value Fair value
Primary financial instruments held or 1ssued 2007 2007 2006 2006
to finance the Group’s operations £000 £000 £000 £000
Short term borrowing (1,020,107) (1,020,107 (164,619 (164,619
Long term borrowing (229,806) {229.806) (117.128) {117.128)
Other creditors (38.021) (38.021) - -
Finance lease obligations {121) {121} - -
Finance lease recervable 92,651 92,651 - -
QOther debtors including trade 430,185 430,185 252,962 252,962
Investments - - 11.496 11.496
Short-term deposits 118,021 118,021 - -
Cash and overdrafts 66,128 66,128 43,273 43273
(581,070) (581,070 25,984 25.984
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25 Derivatives and financial instruments {(continued)
Book value Fair value  Book value Fair value
Denvative financial instruments held to 2007 2007 2006 2006
manage the interest rate and currency profile £000 £000 £000 £000
Interest rate swaps 57 1,826 - (162)
Forward foreign currency contracts {4,737y (1,328) (782) (738)
(4,680) 498 (782) (900)

—

Currency exposures

To minigate the effect of currency exposures on the Group’s foreign borrowimngs, the Group swaps its foreign
borrowings 1nto sterling using currency swaps

The Group’s only significant currencies of operations are sterling and Austrahian dollars An analysis of the Group's
foreign monetary assets 1s disclosed n the table headed Currency and interest rate risk profile of financial assets

Gains and lasses on hedges

The Group uses mterest rate swaps to manage its interest rate and foreign exchange contracts to manage its currency
profiles Changes in the fair value of instruments used as hedges are not recognised n the financial statements until
the hedged position matures  An analysis of these unrecogmised gans and losses 1s as follows

Gans Losses Total net

£000 £000 £000

At 1 Apnl 2006 43 (162) (119)

Arising 1n previous vear included in 2007 income (43) 162 119

Gans arising n the year not vet recognised 5178 - 5,178

Net gains on hedges at 31 March 2007 5,178 - 5,178
Of which

Gains expected to be included in 2008 income 3,409 - 3,409
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26 Provisions for habihties and charges
Group
Deferred Tax  Claims and
warranties Other Total
£000 £000 £000 £000

At 1 Apr1l 2006 5,095 3,309 59 8,463

Charged/(released) to the profit and loss account (404) (920) 711 {613)

Uulised n year 620 (250) (443) (73)

Acquired with subsidiary company 11,414 - - 11,414

Disposed with subsidiary (4,857) - 690 (4,167)

Transferred from deferred tax asset 1,315 - - 1,315

Exchange difference (1,009) - - (1,009)

At 31 March 2007 12,174 2,139 1,017 15,330
2007 2006
£000 £000

Provision for deferred tax comprises:
Accelerated capital allowance - 4,857
Other uming differences 12,174 238
12,174 5,095
27 Called up share capital
Group & Group &
Company  Company
2007 2006
£000 £000
Authorised
10,001,000,000 ordinary shares of 1p each 100,010 100,010
Allotted, called up and fully pard
10,001,000,000 ordinary shares of 1p each 100,010 100,010
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28 Profit and loss account reserve

At 1 Aprii 2006
Exchange adjustments
Retained profit (loss) for the year
Actuarial losses on pension scheme - Group
- Jont venture
Pension deficit recognised for first time

At 31 March
29 Reconcthation of movements in shareholders’ funds

Group
2007
£000
At 1 April 208,588
Profit (loss) for the year 70,356
Exchange adjustments (3,113)
FRS17 revaluation of pension hability - Group (4,950)
FRS17 revaluation of pension liability — Joint venture (3.271)
Pension deficit recognised for first time {3,213)
Unrealised profits (losses) on securities - Jotnt venture -
Shareholders’ funds at 31 March 264,397

NPIL Hold Co Limited
Directors ' report and financial statements
31 March 2007

Group Company

2007 2007
£000 £000
10,266 (236)
(3,113) -
70,356 (125)
{4,950) -
(3,271) -
(3,213) -
66,075 (361)
Group Company Company
2006 2007 2006
£000 £000 £000
174,080 198,086 198,184
13,970 (125) (98)
1,045 - -
19,700 - -
(207) - -
208,588 197,961 198,086
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30 Equtty minonty interests

At1 Apnli
Minority interests acquired on purchase of subsidiaries

Share based payment allocated to minority interest director

Shares 1ssued and purchased by management of existing subsidiary
Share of profit or loss allocated to minority interests

Minority interest disposed with subsidiary

At 31 March

NPIL Hold Co Limited
Directors ' report and financial statements
31 March 2007

2007
£000

236
9,872

272

138
(615)
(236)

9,667

—_—

2006
£000

236

236

Minornity interests were acquired on purchase of the Cabot Financial group of companies, the LifeBond group of
companies, Clarity Credit Management Solutions Limited, the Fleet Partners (Australia) group, and Truck Leasing

{New Zealand) group as detailed tn note 32

Shares were 1ssued and purchased by management of an existing subsidiary, Consumer Finance Acquisitions Company
Limited, which solely allocate certain rights on the disposal of the British Credit Trust group

31 Cash flow from operating activities

Continuing operations
Operating profit (loss)
Depreciation charge

Profit on sale of investment asset
Goodwill amortisation
Investment revaluations
Movement i provisions

Share based expense

Net movement in exchange differences
Decrease n stocks

Increase m debtors

Increase n creditors

Net cash outflow from continuing operations

Group Group
2007 2006
£000 £000

23,186 (2,057)

42,755 4,670

(25,033) (4,021)
14,338 1,717
621 454
(902) (3,119)

272 -

(113) 1,045
607 913
(146,085) (52,168)
16,795 6,575
(73,559) (45,991)
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31 Cash flow from operating activities (continued)

Discontinued operations
Operating profit
Depreciation charge
Goodwill amortisation
Profit on sale of fixed assets
Decrease 1 stocks

Increase in debtors

Increase n creditors

Net cash inflow from discontinued operations

Total net cash outflow

32 Acquisitions and disposals

Disposal of Menzies group

NPIL Hold Co Limited
Directors' report and financial statements
31 March 2007

Group Group

2007 2006
£000 £000

10,998 -
1,982 -
87 -
(7,473) .
44 -
(378) -
105 -

5,365 -

(68,194) (45,991)

On 8 October 2006 Nikko Principal Investments Limited disposed of its holding of 85% n the Menzies group of

companies The assets and liabilities sold at this date are shown below

Tangible fixed assets
Stocks

Debtors

Creditors

Minerity interests
Provisions

Loans

Cash at bank
Goodwill

Net assets disposed
Profit on disposal

Cash proceeds

2007
£000
149,090
301
3,323
(3,449)
(241)
(4,291)
(118,384)
13,972
3,059

43,380
25,070

68,450
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32 Acquisitions and disposals (continued)

Disposal of MSA Acquisitions Limuted

NPIL Hold Co Limited
Directors’ report and financial statements
3t March 2007

On 30 March 2007 the group sold 1ts 51% share i the Joint Venture company, MSA Acquisitions Limited The total

assets and habilities sold at this date are shown below

Gross assets
Gross habilities

Net liabilities disposed
Investment and debtor balances repaid
Profit on disposal

Cash proceeds

Acqusition of the Cabot Financial group

2007
£000
182,042
(217,921)

(35,879)
97,185
30,277

91,583

On 7 Apnl 2006 Nikko Principal Investments Limited acquired 65% of the Cabot Financial group of companies The
assets and habilities acquired are as shown below at fair value and any adjustments to bock value are shown

Tangible fixed assets
Loan portfolio
Debtors

Creditors

Taxation

Loans

Minority interests
Cash at bank

Net liabilities acquired
Goodwill

Total consideration

Cash consideration
L.oan stock

Total consideration

2007
£000
919
94,863
315
(1,094)
(469)
(138,157)
(78)
2,622

(41,079)
183,335

142,256

202,458
(60,202)

142,256

51




* -

NPIL Hold Co Limuted
Directors’ report and financial statements
31 March 2007

Notes to the financial statements
Jor the year ended 31 March 2007 {continued)

32 Acqusitions and disposals (continued)

Acquisition of the Cabot Financial group (continued}

Cabot Financial contributed £16,136,000 to the operating profit of the Group recognised as turnover of £72,398,000,
cost of sales of £30,466,000 and net operating expenses of £25,796,000 The Cabot Financial group utibsed £12 1m
of the Group’s net operating cashflow, and paid interest of £10 2m In us last financial year to 31 October 2005, the
Cabot Financial Holdings Group Limited recorded a profit after tax of £3 2m n their audited financial statements
The management accounts for the current financial year to the date of acquisition show the following results

1 November 2005 to
7 April 2006

£000
Turnover 24,734
Operating profit 6,604
Profit before taxation 814
Taxation (2,226)
Retained loss for the period (1,412)

Acquisition of FleetPartners (Austraha) group

On 31 October 2006 Nikko Principal Investments Limited acquired 96 3% of the FleetPartners group of companies m
Austraha The assets and liabiliies acquired are as shown below at fair value and any adjustments to book value are
shown

2007

£000
Tangible fixed assets - other 437
Tangible fixed assets — lease property {(book value £285,580,000) 292,332
Stocks 3,247
Debtors (book value £9,093,000) 8,987
Amounts recoverable on finance leases 92,080
Other debtors 168
Creditors (1,675)
Other habilities 554
Taxation {360)
Loans (350,47%)
Provisions (9,413)
Minority interests (201)
Cash at bank 3,427
Net assets acquired 39,104
Goodwill 66,246
Cash consideration 105,350
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32 Acquisitions and disposals (continued)

Acquisifion of FleetPartners (Australa) group (continued)

FleetPartners (Pty) Ltd (Austrahia) contributed £10,029,000 to the operating profit of the Group recognised as turnover
of £63,281,000, cost of sales of £45,275,000 and net operating expenses of £7,977,000 This group contributed £36m
of the Group’s net operating cashflow, and paid interest of £10 8m  In 1ts last financial year to 30 September 2006, the
FleetPartners group recorded a profit after tax of AUS$15 9m (unaudited) The management accounts for the current
financial year to the date of acquisition show the following results

I October 2006 to 31

October 2006

AUSS$000

Turnover 6,056
Operating profit 2,470
Profit before taxation 2,470
Taxation (741)
Retained profit for the period 1,729

Acquisition of Truck Leasing (New Zealand) group

On 31 October 2006 Nikko Principal Investments Limited acquired 96 3% of the Truck Leasing group of companies
mn New Zealand The assets and habiliies acquired are as shown below at fair value and any adjustments to book
value are shown

2007

£000
Tangible fixed assets - other 350
Tangible fixed assets — lease property (book value £152,865,000) 159,851
Stocks 9,815
Debtors (book value £4,699,000) 4,451
Amounts recoverable on finance leases 2,216
Other debtors 680
Deferred tax asset 2,595
Creditors (1,641)
Other habilities (2,415)
Taxation {10,087)
Loans (145,693)
Provisions (4,918)
Minority interests (114)
Overdraft at bank (4,023)
Net assets acquired 11,067
Goodwill 43,931
Cash consideration 54,998
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32 Acquisitions and disposals (continued)

Acquisition of Truck Leasing (New Zealand) group (continued)

Truck Leasing Limited (New Zealand) contributed £5,921,000 to the operating profit of the Group recognised as
turnover of £27,431,000, cost of sales of £18,226,000 and net operating expenses of £3,284,000 This group
contributed £26 7m of the Group’s net operating cashflow, and paid interest of £5 9m  In 1ts last financial year to 30
September 2006, the Truck Leasing group recorded a profit after tax of NZ$3 9m (unaudited) The management
accounts for the current financial year to the date of acquisition show the following results

1 October 2006 to 31

October 2006

NZ$000

Turnover 14,198
Operating profit 31
Profit before taxation 31
Taxation {14)
Retained profit for the period 17

Acqusition of the Hire Equipment (New Zealand) group

On 19 December 2006 Nikko Principal Investments Limited acquired 100% of the Hire Equipment group of
companies in New Zealand The assets and habilities acquired are as shown below at provisional fair value and any
adjustments to book value are shown

2007

£000
Tangible fixed assets — other
Tangible fixed assets including lease property 34,928
Stocks 3,203
Debtors 5,435
Creditors (4,104)
Specific provisions (3,264)
Taxation 399
Cash at bank 14
Net assets acquired 36,611
Goodwill 23,326
Cash consideration 59,937

Provisional fair values of the assets are shown above as the fair value of some assets cannot be ascertamned with
certainty and are subject to ongoing review,

Hire Equipment {New Zealand) contributed £1,181,000 to the operating profit of the Group recognised as turnover of
£9,703,000, cost of sales of £1,076,000 and net operating expenses of £7,446,000 This group contributed £2 9m of
the Group’s net operating cashflow, and paid interest of £1 3m In 1ts last financial year to 30 June 2006, the Hire
Equipment group recorded a profit after tax of NZ$5 9m (unaudited)
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32 Acquisitions and disposals (continued}

Acquisition of the Hire Equipment (New Zealand) group (continued)

The management accounts for the current financial year to the date of acquisition show the following results

1 July 2006 to 19

December 2006

NZ3000

Turnover 34,612
Operating profit 2,738
Profit before taxation 2,738
Taxation (764)
Retained profit for the period 1,974

Acquisition of other companies

During the year the Group acquired controlling interests in a number of smaller compantes The aggregated assets and

habilities acquired are shown below at fair value

Tangible fixed assets
Intangible fixed assets
Investment in Joint venture
Debtors

Creditors

Taxation

Loans

Minority nterests
Overdrafis at bank

Cash at bank

Net habihties acquired
Goodwill

Cash consideration

These other acquisitions contributed a loss of £3,357,000 to the profit of the Group recognised as turnover of
£2,359,000, cost of sales of £1,608,000 and operating expenses of £4,108,000

2007
£000
326
3,536
5,929
4,178
(6,897)
301
(292)
(9,479)
(381)
791

(1,988)

14,802

12,814
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33 Reconcihation of movement in net debt

Acquisifion Other Year ended
(excluding non- 31 March
1 Apnl cash and cash Exch 2007
2006 Cashflow overdrafts) Disposal changes Movts £000

£000 £000 £000 £000 £000 £000
Cash 1n hand / at bank 43273 147,326 6,840 (13,972) - 682 184,149
Overdrafts (37) 4,410 (4,390) - - - an
Debt due after 1 year  (117,128) (89,478) (138,157) 116,584 (215) (1,412) (229,806)
Debt due within (164,588) (350,008) (496,464) 1,800 (1,177} (9,655)  (1,020,092)

(238,480)  (287,750) (632,171) 104,412  (1,392)  (10,385)  (1,065,766)

Other non-cash changes include 1ssue costs which have been capitalised and amortised over the term of the related
debt finance (see below)

The mcrease 1n borrowings comprises:

2007
£000
Cashflow generated from increase in debt after 1 year (see above) 89,478
Cashflow generated from increase in debt within | year (see above) 350,008
Add back bank 1ssue costs deducted from loan balance 3,677
Increase in borrowings 443,163

34 Camtal and other commitments

Contracts placed for future caputal expenditure not provided in the financial statements at 31 March 2007 amount to
£5,000,000 (2006 £1,256,000) Contracts placed for commutments 1n respect of finance leases not provided in the
financial statements amount to £21,678,000 (2006 £Ni)

At 31 March 2007 the Group had no committed undrawn facilities (2006 Nil)

35 Contingent habilities

On 2 June 2004 a subsidiary of the Company gave a guarantee to the Trustees of the PD Pension Plan, a scheme
sponsored by an investee company, which allows the Trustees to call upon the subsidiary for a contribution to the
scheme of up to a maximum amount of £50million in the event that certain triggers are met and the scheme 1s
deficit

On 22 September 2006 Nikko Principal Investments Limited gave a guarantee to DZ Bank on behalf of a fellow
subsidiary for Euro 1,625,000, should the related company fail to fulfil its obligations under the loan agreement
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36 Subsidiary Undertakimgs

The principal operating subsidiaries are stated in Note 15

37 Related party transactions

The company 1s controlled by Nikko Cordial Corporation As 100% of the voting rights of the company are controlted
within the group headed by Nikko Cordial Corporation, incorporated in Tokyo, the company has taken advantage of
the exemption contamed in FRS 8 and has therefore not disclosed transactions with entities which form part of the
group The consolidated financial statements of Nikko Cordial Corporation, within which this company 1s included,
can be obtamed from the address given in Note 38

As at 31 March, the amounts due by related parties were as follows

Group Company
2007 2006 2007 2006
£000 £000 £000 £000
Prestige (US) Limited 38,205 43,129 - -
Hamworthy South Africa 100 121 - -
Hamworthy Peabody Combustion Inc 312 366 - -
38,617 43,616 - -

As at 31 March, the amounts due to related parties were as follows

Group Company

2007 2006 2007 2006

£000 £000 £000 £000

Hamworthy Combustion Engineering USA 5,133 5,133 -
Prestige {US) Limited 32,537 33,344 -
Nikko Principal Investments Limited - - 231 168
Powell Duffryn USA - 311 -
Hamworthy Korea 351 16 -
38,021 38,804 231 168

The Group enters into transactions at arms length with other members of The Nikko Cordial Group i the normal
course of 1ts business

The Group has made use of the exemption 1n Financial Reporting Standard No 8 (“Related Party Disclosures™) not to
disclose transactions with other Nikko Group companies and investees of the Nikko Cordial Group qualifying as
related parties
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38 Ultimate parent undertaking
Name Country of Address from where
Registration or group accounts are
mcorporation obtainable
Immediate and Ultimate Parent Company to
9 May 2007
Nikke Cordial Corporation Japan 6-5, Nihonbashi Kabuto-cho,
Chuo-ku, Tokyo 103-8825
Japan
Ultimate Parent Company from 9 May 2007
Citigroup Inc United States 399 Park Avenue, New York
NY10043

Nikko Cordial Corporation, a Company mcorporated in Japan, has the beneficial ownership of the entire shareholding
of NPIL Hold Co Linuted as at 31 March 2007 On 9 May 2007, Citigreup Inc acquired a 61 08% stake 1in Nikko
Cordial Corporation, and has subsequently acqurired the remaining shares, and 1s therefore regarded as the ultimate
parent company at the date of signing these financial statements

Copies of the financial statements for NPIL Hold Co Limited are available from the Company Secretary at the above
address Copies of the financial statements for Nikko Cordial Corporation are available from Companies House or on
request from Nikko Cordial Corporation at the above address

39 Post balance sheet events

In April 2007, Nikko Principal Investments Ltd, a member of the Group, received a distribution and repayment of loan
notes as a result of a return of capital at $59 million by Catalina Holding Limited, a Jont Venture company and the
parent company of Catalina Retnsurance Limited, which holds a non-life insurance business in run off

On 9 May 2007, Citigroup In¢ acquired a 61 08% stake in Nikko Cordial Corporation and has subsequently acquired
the remaining shares As a result of the change of control, certain triggers were met in relation to the Nikko Principal
Investments Limited’s Carried Interest Plan (“the Plan"), a staff incentivisation scheme Subsequent to an independent
valuation mm August 2007, a payment to the order of £46,837,109 will arise under the Plan rules, which the Company
will be required to settle by 9 May 2008 This will result in a related charge to the Profit and Loss in the financial year
ended 31 March 2008 of £36,378,858

Since the balance sheet date, one of the subsidiaries in the Group has taken out a 20 year lease on new office premises
This lease has an optional break pont at 16 years and will cost £783,522 per annum with rent reviews at 5, 10 and 15
years

In April 2007 and October 2007, one of the UK subsidiaries of the group, Pall Mall Hirequip Limited, sold a total of
14% of the shareholding n 1ts New Zealand subsidiary to management of the operating subsidiary In November 2007,
the Group sold 3 97% of its holding in the Fleet Partners Pty Limited and Truck Leasing Limited investment to
incumbent management

A return of capital by PD USA Limuted resulted in a decrease of £30,000,000 1n group debtors and a corresponding
reduction in group creditors

As a result of the significant increase in uncertainty in the current credit environment, the directors believe that the
ability to obtain ongoing finance/refinance on commercially acceptable terms for certain of our investee companies
may be adversely affected, and in some scenarios this may significantly impair the future earnings of the group
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