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Directors’ Report

For the year ended 31 Cecember 2010

The Directors present ther annual report and the audited financial statements for the
year ended 31 December 2010

Principal activity and review of the business

The principal activity of the Company 1s the arrangement of equity release contracts
The Company earns fees for the provision of this service The Company is regulated
by the Rnancial Services Authonty and has permission to camy on mortgage
mediahon activities

The Company performs mediation achivities and aranges the sale of equity release
products through independent financial adwvisers, for which it earns a fee Funding
and administraton of the equity release products, through reversion contracts or
mortgages. 1s camed out by third-parties not related to the Company

The Company relled on thrd party funding to enable it to offer mortgage and
reversion products Developments in the wholesale funding market meant the
Company chose to withdraw from the sale of these products in 2008 The Company
continues to explore opportunities to re-enter the equity release market

Results and Dividend

The Company made a profit for the year as set out in the Statement of
Comprehensive Income on page 7 The Directors do not recommend the payment of
a dividend (2009 Nil}

Directors

The current Directors are Iisted on page 1 Directors who served the Company durnng
2010 and up to the date of this report were

IB Owen

SJ Groves

AM Dearsley

JA Kennedy

A Megson

RA Phipps

DTM Young

AJM Chamberlain (Appointed 25 Cctober 2010)
RJ Houghion {Resigned 16 February 2011)

Principal risks and uncertainties

The Company's exposure to, and management of principal nsks and uncertainties 15
set out In note 10
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Directors’ Report (continved)

For the year ended 31 December 2010

Directors’ indemnities

The Company's Articles of Association provide, subject to the provisions of UK
legisiation, an indemnity for Directors and Officers of the Company n respect of
labiities they may incur in the discharge of therr duties or in the exercise of ther
powers, iIncluding any labilittes relating to the defence of any proceedings brought
agamnst them which relate to anything done or omitted, or alleged to have been
done or omitted, by them as officers or employees of the Company

Drrectors’ and Officers” labiity insurance cover 15 In place in respect of all of the
Company's Directors

Auditors

Each of the persons who 15 a Director at the date of approval of this report confirms
that
+« 5o far as the Director 1s aware, there 15 no relevant audit information of which
the Company’s auditors are unaware, and
e The Drector has taken all the steps that he/she ought to have taken as o
Drector in order to make himself/herself aware of any relevant audit
information and to establish that the Company's auditors are aware of that
informathon

This confirmation 1s given and should be interpreted in accordance with the provisions
of 5418 of the Companies Act 2006

Deloitte LLP has ndicated therr wilingness to continue in office as auditors

proved by the Board and signed onits behalf by

s

Darby,
Company Secreta
Sackville House
143 - 149 Fenchurch\Street
London
EC3M éBN

25 March 2011
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Statement of Directors’ Responsibilities

The Drectors are responsible for prepanng the Annual Report and the financial
statements In accordance with applicable law and regulations

Company law requires the Drectors to prepare financial statements for each
financial year Under that law the Directors have elected to prepare the financial
statements In accordance with International Financial Reporting Standards (IFRSs) as
adopted by the European Urnion  Under company law the Directors must not
approve the financial statements unless they are satished that they give a true and
far view of the state of affairs of the company and of the profit or loss of the
company for that penod

In prepanng these financial statements, International Accounting Standard 1 requires
that Directors

properly select and apply accounting policies,
present information, including accounhng policies, In a manner that provides
relevant, reliable, comparable and understandable informaton,

. provide additional disclosures when compliance with  the specific
requirements In IFRSs are insufficient to enable users o understand the impact
of particular transachons, other events and conditions on the enhty's financial
posihion and financial performance. and

. make an assessment of the company's ability to continue as a going concern

The Drrectors are responsible for keeping adequate accounting records that are
sufficient to show and explan the company's transactions and disclose with
reasonable accuracy at any time the financial posihion of the company and enable
them to ensure that the financial statements comply with the Companies Act 2006
They are also responsible for safeguarding the assets of the company and hence for
taking reasonable steps for the preventon ond detection of fraud and other
imegulanties

The Drrectors are responsible for the maintenance and integniy of the corporate and
financial information included on the company’s website  Legislation in the United
Kingdom governing the preparation and dissemination of financial statements may
differ from legisiation in other junsdictions
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Independent Auditors’ Report

To the Members of Partnership Home Loans Limited

We have audited the financial statements of Partnership Home Loans Limited for the
year ended 31 December 2010 which comprise the Statement of Comprehensive
Income, the Statement of Changes in Equity, the Balance Sheet, the Cash Flow
Statement and the related notes 1 to 12 The financial reporting frameweork that has
been appled in ther preparafion 15 applicable law and International Financicl
Reporting Standards (IFRSs) as adopted by the European Union

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

Respective responsibilities of directors and auditer

As explained more fully In the Directors’ Responsibilities Statement, the Directors are
responsible for the preparation of the financial statements and for being satisfied that
they give a true and fair view  Our responsibility 1s to audit and express an opinion on
the financial statements In accordance with applicable law and International
Standards on Auditing (UK and Ireland) These standards require us o comply with
the Audihing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audt involves obtaining evidence about the amounts and disclosures In the
financial statements sufficient to give reasonable assurance that the financial
statements are free from matenal misstatement, whether caused by fraud or eror.
This ncludes an assessment of whether the accounting policies are appropriate to
the company's crcumstances and have been consistently applied and adequately
disclosed, the reasonableness of significant accounting estimates made by the
drectors, and the overall presentation of the financial statements In addition, we
read all the financial and non-financial information in the annua! report to 1denhfy
matenal inconsistencies with the audited financidl staotements If we become aware
of any apparent matenal misstatement or inconsistencies we consider the
implcations for our report

Opinion on financial statements
In our opinion the financial statements

. give a true and far view of the state of the Company's affars as at 31
December 2010 and of its profit for the year then ended,

. have been propetly prepared n accordance with IFRSs as adopted by the
European Union, and

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

Opinion on other matter prescribed by the Companies Act 2004

In our opinion the informaton given in the Directors’ Report for the financial year for
which the financial stafements are prepared s consistent with the financial
statements
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Independent Auditors’ Report (continued)

To the Members of Parinership Home Loans Limited

Matters on which we are required o report by exceplion
We have nothing to report in respect of the following matters where the Companies
Act 2004 requires us to report to you If, in our opinion
» adequate accounting records have not been kept, or returns adequate for
our audit have not been received from branches not visited by us, or
» the financial statements are not i agreement with the accounting records
and returns, or
s certan disclosures of Directors' remuneraton specified by law are not made,
or
* we have not receved dll the information and explanahons we require for our
udi

<

AleXander Arterton

Semor Statutory Auditor

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
London, UK

25 March 2011
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Statement of Comprehensive Income

For the year ended 31 December 2010

Notes 2010 2009

£ £

Fee iIncome 35,614 114,336
Interest recevable - 3
Total Income 35,614 114,339
Operating expenses (9.326) (70.,948)
Interest on subordinated debt {1.925) (1,993)
Total expenses (11,251) (72,941}
Profit before tax 2 24,363 41,398
Income tax {charge) 3 (6.821) {11,591)
Profit for the year 17,542 29,807

The Company's results are from continuing operations

The profit for each year was entirely attnbutable to equity

There are no items of other comprehensive Income In the current or previous penod

The notes on pages 11 to 16 are an integral part of these financial statements
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Statement of Changes in Equity
For the year ended 31 December 2010

Share Retlained

Capital Profit Total

£ £ £

At 1 January 2009 110,000 [9.855) 100,145
Profit for the year - 26,807 29,807
At 31 December 2009 110,000 19,952 129,952
At 1 January 2010 110,000 19,952 129,952
Profit for the year - 17.542 17,542
At 31 December 2010 110,000 37,494 147,494

The profit for each year was entirely attnbutable to equity

The notes on pages 11 1o 16 are an integral part of these financial statements
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Balance Sheet

At 31 December 2010

Notes 2010 2009
£ £

Current assels
Recewvables 4 220,000 33,732
Cash and cash eguivalents 5 3.325 178.109
Total assets 223,325 211,841
Equity
Share capital 6 110,000 110,000
Retained Profit 37,494 19,952
Total equity 147,494 129,952
Liabilities
Payables 7 20,831 26,889
Subordinated debt 8 55,000 35.000
Total liabilities 75,831 81,889
Total equity and liabilities 223,325 211,841

The notes on pages 11 to 16 are an integral part of these financial statements

The financial statements of the Company were approved by the Board of Directors

and authornised for i1ssue on 25 March 2011

They were signed on its behalf by

ol

SJ Groves
Chief Executive Officer

Company registered Number 051088464
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Cash Flow Statement

For the year ended 31 December 2010

Notes 2010 2009
£ £
Profit before tax 24,363 41,398
Adjustment for
Interest receivable - {3}
Interest on subordinated debt 1,925 1,993
Opercﬂ.mg cash flows befo_rf.- changesin 26,288 43,388
operating assets and liabilities
(Increase) / decrease in receivables (186.268) 147,490
(Decrease} in payables and other taxathon and (6.058) (113.730)
social secunty costs
Tax losses purchased from parent undertaking {6.821) (11.521)
Cash (utilised) / generated from operations (172,859) 65,557
Interest on subordinated debt (1,925) (1.993)
Interest recervable ’ - 3
Net c.qsh (utilised) / generated from operating (174,784) 63.567
activities
Cash and cash equivalents at beginning of
year 178,109 114,542
Cash and cash equivalents at end of year 5 3,325 178,109
The notes on pages 11 1o 146 are an integral part of these financial statements
Partnership Home Loans Limited — Financial Statements 2010 page 10




Notes to the Financial Statements

For the year ended 31 December 2010
1 Significant accounting Policies

Basis of preparation

The financial statemenis have been prepared in accordance with International
Financial Reporting Standards (IFRS's). as adopted by the European Union, and those
parts of the Companies Act 2004 applicable to companies reporting under IFRS's

The financial statements have been prepared under the histoncal cost convention

The Pnncipal Activity and review of the business on page 2 oullines the Company's
achwitres, performance and future ocutlook Note 10 to the financial statements sets
out the Company's policies and procedures for managing nsk Having regard to the
Company's financial position, I1ts expected performance in the future. and having
made appropnate enquines the Directors have a reasonable expectation that the
Company has adequate resources to continue in operationatl existence for the
foreseeable fulure Accordingly. they continue to adopt the going concern basss In
prepanng the annual financial statements

Critical accounting judgements and key sources of estimation uncertainty

The preparation of financial informahon 1n conformity with IFRS requires the use of
estmates and assumptions that affect the reported amounts of assets and liabihhes
and disclosure of contingent assets and habiities at the date of the financial
statements and the reported amounts of revenues and expenses dunng the reporting
period Although these estimates are based on management's best knowledge of
current events and achions, actual results ultimately may differ from those estimates

Fee Income
Fee income represents fees for the provision of services in relation to equity release
products

Interest receivable and payable
Interest receivable and payable 1s accounted for on an accruals basis

Subordinated debt
Subordinated debt 1s recorded at the proceeds received, net of direct 1ssue costs
Finance charges are accounted for on an accruals basis in the iIncome statement

Cash and cash equivalents

Cash and cash equivalents compnse cash in hand, deposits held on call with banks
and other short term highly liquid investments with onginal matunhies of 90 days or less.
Bank overdrafts are included in cash and cash equivalents

Current taxation

Current taxaton including UK Corporation tax 1s provided at amounts specified to be
paid or recovered using the taxation rates applicable to ihe relevant inancicl years
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7

Notes to the Financial Statements

For the year ended 31 December 2010

Deferred Taxation
Provisicn 1s made for taxation on taxable profits for the year using tax rates enacted
or substantially enacted at the balance sheet date

Deferred {ax s provided in full on iming differences which result in an obligation ot
the balance sheet date to pay more tax, or a nght to pay less tax, at a future date, at
rates expected to apply when they crystalise based on cument tax rates and law
Timing differences arise from the inclusion of tems of income and expenditure In
taxation computations 1n penods different from those 1In which they are included In
the financial statements Deferred tax assets are recognised to the extent that it s
regarded as more likely than not that they will be recovered Deferred tax assets and
labilities are not discounted

Financial liabilities and equity

Financial labiliies and equity instruments are classified according to the substance of
the contractual arangements entered into  An equity iInstrument 1s any contract that
evidences a residual interest in the assets of the Company after deducting all of iis
habihhes

Adopftion of new and revised standards
a} The following new and revised or amended standards have been adopted and

affect amounts reported, or the disclosure and presentaton of information, in these
financial statements:

Standard/ Interpretation | Content/ amendment Applicable for financial
penods beginning on or
after

IAS 1 {amendment) Presentation of financial | 1 July 2009

statements
IAS 36 [amendment) Imparment of assets 1 January 2010
1AS 38 {amendment) Intangible assets 1 January 2010

IAS 1 {amendment] - This amendment sets out components of a set of financial
statements and requires entities to prepare a Statement of Comprehensive income
The Company has elected to combine the Statement of Comprehensive Income
with the Income Statement and has presenied one single Statement of
Comprehensive Income

IAS 36 [amendment} - This amendment clanfies that the largest cash-generating unit
{or group of uniis] to which goodwill should be allocated for the purposes of
imparment teshng is an operating segment, as defined by paragraph 5 of IFRS 8,
‘Operating segments’

IAS 38 {amendment) - Thus amendment clanfies guidance in measunng the farr value
of an intangible asset acquired in a business combination and permits the grouping
of intangible assets as a single asset If each asset has similar useful economic lives
This has no matenal impact on the value of the asset reported by the Company
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Notes to the Financial Statements

For the year ended 31 December 2010

b] The following new and revised or amended standard has been adopted but has
not affected the amounts reported, or the disclosure and presentation of information
In these financial statements, but may impact the accounting for future transactions

and arrangements

Standard/ Interpretation

Content/ amendment Applicable for financial
penods begnning on or
after

IFRIC 17

Distnbution of non-cash | 1 July 2009
assetls to owners

IFRIC 17 - Thus interpretation provides guidance on accounting for arrangerments
whereby an enhty distnbutes non-cash assets to shareholders either as a distnbuhon of
reserves or as dividends IFRS S has also been amended to require that assets are
classified as held for distnbution only when they are availlable for distnbution in ther
present condition and the distnbution 1s highly probable This interpretahon has not
had a significant impact on the Company's accounts as no such payments have

been made in 2009 or 2010

c} The following new and
Company's operations

revised or amended standards are not relevant to the

Standard/ Interpretation Content/ amendment Apphcable for financial
penods beginning on or
after

IFRS 2 {amendment) Group cash-settled share- | 1 January 2010

based payment
transachons

IFRS 3 {revised) Business Combinahons 1 January 2010

IFRS 5 (amendmeni) Non-current assets held 1 January 2010

for sale and discontinued
operations

IFRIC 9 Reassessment of [ 1 July 2009

embedded  denvatives
and 1AS 39
IFRIC 16 Hedges of a net 1 July 2009
investment in a foreign
operation

IFRIC 18 Transfers of assets from 1 July 2009

customers

IAS 27 (revised) Consolidated and 1 January 2010

Separate Financial
Statements

d} At the date these financial statements were authonsed the following new or
revised or amended standards, in issue, were not yet effective, orin some cases not
yet adopted by the EU The Company has not early adopted
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Notes to the Financial Statements

For the year ended 31 December 2010

Standard/ Interpretation

Content/ amendment

Applicable for financial
pernods begnning on or
after

IFRS 9 Financial Instruments 1 January 2013

IFRIC 14 Prepayments of minimum | 1 January 2011
funding requirements

IFRIC 19 Extinguishing financial 1 July 2010
habilihes with equity
instruments

IAS 24 (revised) Related party disclosures | 1 January 2011

IAS 32 (amendment)

Classification of nghts
IssUe

1 February 2010

2 Profit before tax

Partnership Services Limited, a fellow subsidiary undertaking, has incured all
administration, staff and pension costs on behalf of the Company No management
charges were recharged to the Company dunng 2010 (2009 £37,778)

The Company incurred no Auditors’ remunerahon {2009 nil) in respect of the audit of
the Company's and fellow group undertakings' annual financial statements

3 Income tax

The actual tax charge differs from the expected tax charge computed by applying
the average UK corporation tax rate of 28% for 2010 (2009 28%} as follows

Factors affecting the tax charge 2010 2009

£ £
Profit before tax 24,363 41,398
Current taxation at 28% (2009 28%) {6,821) {11.5%91})
Taxaton {charge) (6,821) {11,591)

The Company did not have a deferred tax asset or hability at the beginning or the

end of the year

4 Receivables

Amounts faling due within one year

2010 2009

£ £

Amounts due from other group undertakings 220,000 33,732
220,000 33,732
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Notes to the Financial Statements
For the year ended 31 December 2010

5 Cash and cash equivalents
2010 2009
£ £
Cash at bank and in hand 3,325 178,109
6 Share Capital
2010 2009
£ £
The authonsed share capital of the Company is
110,000 ordinary shares of £1 each 110,000 110,000
Allotted, 1ssued and fully paid
110,000 ordinary shares of £1 each 110,000 110,000
7 Payables
2010 2009
Amounts faling due within one year £ £
Amount due to parent undertaking 14,010 23,677
Amount due to other group undertakings 4,821 -
Other taxation and social secunty - 3,212
20,831 26,889
8 Subordinated debt
2010 2009
£ £
Subordinated loan, repayable otherwise than by
Instalments {unsecured)
Due in more than five years 55,000 55,000

A subordinated loan facility of £100,000 was arranged with the parent undertaking on
21 August 2006 The interest rate is 3% over the Bank of Englond Base rate The loan is
due to be repaid in full on 31 December 2017

in the event of insolvency of the Company. repayment of the loan s subordinated to
all other creditors, except any amounts due to the shareholder of the Company. The
loan 15 not repayable if payment resulis in the Company breaching minimum
regulatory capital requirements

9 Capital resouices

The relevant capital requrement for the Company 15 the mirimum solvency
requrement determined in accordance with the Financial Services Authonty {FSA)
regulations for regulated business The Company had capital resources in excess of
the minimum requred by the FSA regulations throughout and at the end of each
reporting penod
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Notes to the Financial Statements

For the year ended 31 December 2010

10 Principal risks, uncertainties and financial instruments

The Company 1s not matenally exposed to any financial nsk, other than credit risk, to
fellow Group companies for recovery of fees charged and interest rate nsk in relation
to cash posihons, bank overdrafts and the subordinated loan agreement The
Company 15 a subsidiary undertaking of Partnership Group Holdings Limited and
credit nsk 1s managed on a Group wide basis Penodic cash setlement of intra-group
balances 1s camed out The cash requirements of the Company are monitored on a
daily basis and managed accordingly

1 Related Party Transactions

a) Trading fransactions

Dunng the year the Company paid nil (2009 £37,778) to Partnership Services Limited,
a fellow Group undertaking ond subsidiary of the iImmediate parent underiaking. In
respect of management services

Amounts due from and payable to the parent company and fellow group
undertakings at 31 December are shown iIn Notes 4 and 7

b) Remuneration of key management personnel

The Company does not employ any staff The remuneration of the Directors, who are
the key management personnel of the Company, s pard by Partnership Services
Lmited, a fellow Group undertaking and subsidiary of the immedate parent
undertaking No emoluments are paid to Directors in relation to ther services
provided to the Company

12 Ultimate Parent Company

The Company's immediate parent company 1s Partnership Group Holdings Limited,
registered in England and Wales. The parent undertaking of the smallest group of
undertakings for which Group consolidated accounts are drawn up is Partnership
Holdings Limited, ({registered in England and Wales), and for the largest group of
undertakings for which Group consclidated accounts are drawn up 1s PAG Holdings
Lmited {regisiered in Jersey)

The Company's ulhmate parent undertakings are the partnerships compnsing the
Fourth Cinven Fund (the "Cinven Funds”), being funds managed and advised by
Cinven Limited, a company incorporated under the laws of England and Wales
Accordingly, the Drectors consider the Company's ulimate controling party to be
Cinven Limited, the manager and advisor to the Cinven Funds
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