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Consolidated Financial Statements
Penod ended 31 March 2008

Directors’ report

The directors present their annual report and the audited financial statements of BrightHouse Group Limuted and 1ts
subsidianes (“BnightHouse' or Group ') for the penod ended 31 March 2008

Principal activity

The company was incorperated on 16 May 2007 as B Haig Holdco Lumuted On 13 September 2007 1t changed 1ts
name to BrnightHouse Group Limited

On 18 July 2007 the company acquired the entire shareholding of BrightHouse Holdings Limited for £6,644,907
On the same date, BnghtHouse Holdings Limited acquired the entire shareholding of BnghtHouse Limated for
£145,718,817 (see note 25 Related parties) These financial statements include the results of BnghtHouse Limited
and its subsidianes for the period from 18 July 2007 to 31 March 2008 The full year’s trading results of
BrightHouse Limited are shown together with comparatives for the prior year in the consolidated financial
statements of BrightHouse Limited for the year to 31 March 2008

The principal activity of BrightHouse 1s to offer customers access to mgh quality branded household goods on
affordable weekly payments via 157 stores across the UK The Group undertakes a risk assessment rather than a
formal credit check thereby allowing customers with impaired credit records access to goods Customers sign a hire
purchase agreement and pay no deposit Associated insurance products deliver full servicing peace of mind and
enable the customer to return the goods and cancel the agreements, amongst other benefits

Results and dividends

The trading results for the penod and financial position of the Group at the end of the period are shown n the
attached financial statements and are discussed further in the business review below The directors do not
recommend the payment of a final dividend

Business review
Financial overview

BrightHouse achieved a consolidated operating profit of £14,139,000 and a profit for the period before taxation of
£1,488,000

Financial performance

Financtal performance for the period has been analysed as follows

2008

£000

Turmover 107,735
Gross profit 62,803
Net operating expenses (48,664)
Operating profit 14,139
Gross profit margin 58 3%
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Directors’ report (continued)

Business review (continted)

Financing
BrightHouse group 1s financed as follows

a) Senior and Mezzamune debt from Landsbank: loaned to BrightHouse Limted and Caversham Finance Limited
who are indirect subsidianes of BrightHouse Group Limuted The Directors believe these facilities contain sufficient
headroom for the ambitions of the business and the covenants are appropnate and support growth The facihities run
for 3 to 5 years from the date of drawing (18" July 2007) At the balance sheet date, the total un-drawn amount on
these facilities was £18 5m and all covenants have been met

b) 10%, 29 year, unsecured loan stock 1ssued by BnghtHouse Holdings Linuted (a direct subsidiary of BnightHouse
Group Limited) principally to Haig Luxembourg Holdco SARL, the parent company and principal sharcholder of
Brighthouse Group Limited The terms of the unsecured loan stock existing at the period end allowed the holder to
require repayment at any time  Since the end of the period, the parties to the unsecured loan stock agreement have
agreed to amend the terms of the loan such that the lender must now give 12 months notice of proposed early
redemption unless the following conditions apply

s  1f the ownership of the Group has changed, or

» 1f the Group fails to pay amounts due under the Sentor or Mezzanme loan facility agreements, or

» 1f more than 6 months have passed since the Group has fully settled either the Senior or Mezzamine loan

facilitres

The unsecured loan stock has been recorded as a current hability 1n the financial statements contributing to the
consolidated net current habilities of the group Afier reviewing the current valuation of the group, the directors
expect that the unsecured loan stock will be fully redeemed in the event of a sale of the business to a third party

Strategy
The strategy adopted during the period has been to continue to build on our market positton This has been done by
offering

High quality desirable branded household goods

Competitive pricing benchmarked against High Street retailers
Strong availability of core lines i store

High standard of customer service 1n store and in the home
Effective and consistent promotion of the brand and proposition

In addition the group has accelerated the new store opening programme The group has a total of 157 stores at 31
March 2008

Consistent with the growth ambitions of the Group, and to provide a more professional working environment, the
head office has been relocated from Caversham to Watford This was completed without a break 1n operation or
impact to service

BrightHouse’s strategy for future growth 1s through a new store roll out plan, growth within its current stores by
attracting new customers, optumsing the product range and through operational efficiencies such as service and
supply chain optimisation, training and employee productivaty

Key Performance Indicators

Customer numbers
The tumover 15 dnven by the number of customers The strategy outhned above reflects the dnve to grow the
customer base Customer numbers have grown to 125,300 at 31 March 2008

Like for ltke turnover of the acquired group

Analysing turnover by store of the BnghtHouse Limited group reveals a strong hike for like turnover performance
Like for ke turnover 1s up 11 7% 1n 2007/08 Like for like analysis excludes newly opened stores Stores are
included m this measure when the results for two complete financial years are available
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Directors’ report (continued)
Key Performance Indicators (confinued)

New stores
BrightHouse opened 9 new stores i 2007/08 These stores have all exceeded their business cases, and as a result
BrightHouse ntends to further accelerate 1ts store opening programme 1n the corming year

Bad debt

BrightHouse seeks at all times to manage 1ts arrears process with the intention of returming the customer to a
successful payment profile This effective focus on customer retention has enabled bad debt, measured by average
arrears percentage, to fall to 5 69% at 31 March 2008

Gross margin

Gross margin of 58 3% reflects the focus on providing excellent value to customers and matching high street prices
where electrical goods, 1n particular, were under price pressure during the period  Work wath supphers will continue
to ensure BrightHouse offers value for money while protecting the bottom line

Corporate Social Responsibility (CSR)

BrightHouse’s approach i1s aimed at promoting a positive brand image that will help recruit and retain the best staff,
gam and retain new customers and build successful strategic relationships  Stores are neighbourhood-based and
operational colleagues are recruited from the local community

Customers build a history of payments and BnghtHouse lends against that profile BrightHouse helps customers
rebwld impaired credit histornies  Store colleagues are not paid commission on new sales BrightHouse aspires to be
an employer of choice within the retail industry Group employment policies and practices are focused on creating a
posiive culture across the Group, where personal performance matters and colleagues are encouraged to develop
and reach therr full potential

BrightHouse has identified the main areas of corporate social responsibility, nsk and opportunities as

L] Fair treatment of customers
»  Colleague welfare

e  Community involvement

s  FEthical trading

¢  Environmental responsibility

A review process has been mtiated to ensure progress continues to be made

Fair treatment of customers

BrightHouse customers expect that good quality and safe products will be delivered that meet all safety
requurements and have been manufactured to high ethical standards BrightHouse aims to deal honestly with
customers and suppliers, securing their loyalty and trust by providing outstanding choice, value and service

Responsible lender

BrnightHouse aims to deliver a service to customers that 1s friendly, flexible and to act in a respensible manner
avoiding lending more than a customer can afford Sales representatives are trained to understand an individual
customet’s financial capability and the consequential affordability of products

Transparency in all our dealings

The Group will ensure clear and consistent communication with all stakeholders and honour their promuses
BrightHouse 1s an accredited partner of the Plain English Campaign and 15 commutted to ensuring that all documents
use language that 1s simple and understandable for customers
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Directors’ report (continued)
Corporate Social Responsiblity (CSR) (continued)

Colleague welfare

BrightHouse aspires to become a recognised employer of choice™ within their sector, with a workforce that 1s
representative of the communities they serve The Group strives to achieve an environment that encourages mutual
respect and teamwork

Health & safety

BrnightHouse fully recogmses the duties placed upon it under the Health & Safety at Work Act 1974 and all other
relevant legislation to ensure a safe and healthy working environment It also recognises the duty 1t has not only to
1ts staff, but also to customers, contractors, visiiors and any others who may be affected by its activities and shall
adopt the principle of zero tolerance with regard to accident prevention

Learning & development

The Directors are commutted to encouraging the continuous development of colleagues with the objective of
maximising the overall performance of the business Emphasis 1s placed on work-based learning, with the provision
of development opportunities supported by appropnate coaching and mentoring

Equal opportumties

BrightHouse values the diversity of 1ts workforce The Group 1s an equal opportumties employer and works hard to
maintain an open and honest working envirenment, recognmsing the contribution everyone can make to the business
Career progression for existing or potential colleagues 1s assessed only on the grounds of ability and aptitude

Colleague engagement

BrightHouse wants to hsten and leamn from its colleagues and this year the business will undertake 1ts first employee
perception survey The results will inform the Group on areas of improvement, and will be communicated back to
each employee BrightHouse also consults with employees through their “Your Voice consultative committee,
which includes colleagues from across the orgamisation

Community invelvement
BrightHouse stores are located i local neighbourhoods across the UK This means that they are in a strong position
to give something extra to the commumuties in which they operate

“Making reading easier”

A principal focus of the Group’s community involvement activities addresses education and social inclusion 1ssues
that face adults hiving 1n less privileged communities BrightHouse has formed a strategic alhance with Learndirect
Therir ‘ making reading easier * campaign targets adult literacy needs, 1t 18 currently being piloted in the Midlands
region

Rays of Sunshine

The Rays of Sunshine Children’s chanty exists to grant the wishes of terminally and seriously 1l chuldren between
the ages of 3-18 In 2007/08 BrightHouse became the Charity’s largest corporate sponsor and have commutted to
continue that sponsorship

Ethical trading

Partnership working 1s at the heart of the BrightHouse business The Group will conduct 1ts business with integrity
and respect honouring the terms and conditions of every business agreement Through these relationships, the
business aims to provide customer confidence in theiwr preducts ensunng that they are of a consistently tugh quahity
and that evervone n the supply chain 1s treated with honesty, fairness and respect

Environmental responsibmlity

BrightHouse aspires to be an orgamisation which, in collaboration with its partners and celleagues, will positively
contribute to environmental sustamnability The Group wall be acuvely looking at ways to reduce 1ts eco-footprint
which will include reviewing its purchasing pelicy, finding new opportumities to recycle and encouraging new
inrhiatives such as "greening” the orgamisation

Responsible disposal

Waste management 15 at the heart of environmental sustainability and last year BrightHouse nvested heavily in
physical assets 1o facilnate packaging recyclhing The National Distribution Centre (NDC) 1n Manchester 1s the focal
pomnt for recycling activiies Packaging from stores, cardboard, paper, plastics and polystyrene 1s returned to the
NDC for recycling A sigmificant reduction in landfili waste was achieved 1in 2007 BrnightHouse removes unwanted
products and responsibly disposes of the components and shells at no cost to their customers
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Directors’ report (continued)
Corporate Social Responstbility (CSR) (continued)

Refurhshing products

The Group operates a unique recychng mmtiative where returned used white goods are refurbished from one
customer to another If a customer has Service Cover, and they decide to discontinue their agreement, BrightHouse
1s commutted to picking up the product and will seek to refurbish it where possible The product item 1s then resold
through the retail chain as a quality refurbished item, providing access to products that are great value and quality

Principal risks and uncertainties

The directors are of the opinion that BnightHouse has adopted a thorough risk management process that involves the
formal review of all the risks 1dentfied below Board commutiees are 1n place to monitor and mtigate such nsks

Regulation

BnightHouse operates 1n a regulated market and has established processes and policies for ensuring its compliance
with all applicable legislation and regulation Staff participate in a programme of training designed to ensure that
they understand the processes and policies that the directors have established All staff must be accredited to
perform functions that have regulatory implications by attesting and demonstrating that they understand the
processes and policies that BrightHouse hag established Thus protects the reputation of the BrightHouse customers
and staff

Staff capabiiities

A key asset of the Group 15 1ts staff BrightHouse recognises that 1t must continue to attract, retatn and motivate the
best staff with the nght capabilities at all levels of the business BrnightHouse reviews its staff policies regularly and
1s committed to investing in traimng, development, succession planning and appropnate financial incentives for
staff

Financing
BrightHouse manages hiquidity risk via strong cash forecasting processes to ensure sufficient funds are available
Interest rate and exchange rate nsks are managed by structured Treasury processes

Directors

The directors who held office during the period and up to the date of this report were as follows

J L McKee (appointed 19/7/2007)
G MO Dawvid (appointed 19/7/2007)
A G Wormsley (appointed 25/5/2007)
R APym (appointed 21/1/2008)
B R Ally (appointed 16/5/2007, resigned 25/5/2007)
M Henderson (appointed 16/5/2007, resigned 25/5/2007)

The board of BrightHouse Group Limited consists of Richard Pym as non-executive chaurman, Ahistair Wormsley as
Vision Capital mvestor director plus Leo Mckee and Giles David as executive directors  The board 1s advised by
Andrew Hawkins, a managing director of Vision Capital Limited

Political and charitable contributions

BrightHouse Group made chantable contributions amount'mg to £16,000 and no political contnbutions duning the
period In addition, staff and customers of BrightHouse Limited have participated in extensive fundraising activities
for the sponsored charity (Rays of Sunshine)

Policy and practice on payment of creditors

[t 15 the policy of BrightHouse to pay its suppliers on a timely basis and 1n accordance with agreed payment terms
The trade creditors of BrightHouse at 31 March 2008 were equivalent to 26 0 days of purchases, based on the
average daily amount invoiced by suppliers duning the period

Walker Report

On 20 November 2007 David Walker published his ‘Guidelines for Disclosure and Transparency in Private equity’
(the Walker Report} This report has been prepared in the context of those recommendations
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Statement of Directors’ responsibilities in respect of the directors’ report and the
financial statements

The directors are responsible for preparing the Directors’ Report and the group and parent company financial
statements, 1n accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare BnightHouse Group Limited financial statements in accordance with UK
Accounting Standards (UK Generally Accepted Accounting Practice) and the parent company financial statements
1n accordance with UK Accounting Standards (UK Generally Accepted Accounting Practice)

BrightHouse Group and parent company financtal statements are required by law to give a true and fair view of the
state of affairs of BnghtHouse Group and the parent company and of the profit or loss for that period

In preparng these 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,

= gtate whether applicable accounting standards have been followed, subject to any matenal departures disclosed
and explained in the financial statements,

= prepare the financial statements on the going concern basis unless 1t 1s nappropriate to presume that
BrightHouse Group and the parent company will continue 1n business

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

Disclosure of information to auditors

The directors who held office at the date of approval of this directors report confirm that, so far as they are each
aware, there 15 no relevant audit information of which the company s auditors are unaware, and each director has
taken all the steps that he ought to have taken as a director to make himself aware of any relevant audit information
and to establish that the company’s auditors are aware of that information

Auditors

Pursuant to section 386 of the Companies Act 1985, elective resolutions are 1n place to dispense with the obhgation
to appoint auditors annually and KPMG Audit Plc will therefore reman 1n office

By order of the board
D Harwood 5 Hercules Way
Secretary [.eavesden Park
Watford
24 September 2008 WwD25 7GS




KPMG Audit Plc

Arlington Business Park
Theale

Reading

RG7 4SD

United Kingdom

Independent auditors' Report to the members of BrightHouse Group Limited

We have audited the group and parent company financial statements (the "financial statements”) of BrnghtHouse
Group Limuted for the period ended 31 March 2008 which compnise the Group Profit and Loss Account, the Group
and Company Balance Sheets, the Group Cash Flow Statement and the related notes These financial statements
have been prepared under the accounting policies set out therein

This report 1s made solely to the company's members, as a body, 1 accordance with section 235 of the Compames
Act 1985 Qur audit work has been undertaken so that we mught state to the company's members those matters we
are required to state to them mn an auditor's report and for no other purpose To the fullest extent permtted 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 opimons we have formed

Respective responsibilities of directors and auditors

The directors' responsibilities for prepanng the financial statements in accordance with applicable law and UK
Accounting Standards (UK Generally Accepted Accounting Practice) are set out in the Statement of Directors'
Responsibilities on page 6

Qur responsibility 1s to audit the financial statements 1n accordance with relevant legal and regulatory requirements
and International Standards on Auditing (UK and Ireland)

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

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

We read the Dhrectors’ Report and consider the implications for our report if we become aware of any apparent
russtatements within 1t

Basis of audit opinion

We conducted our audit 1 accordance with International Standards on Audiing (UK and Ireland) issued by the
Auditing Practices Board An audit includes exarmination, on a test basis, of evidence relevant to the amounts and
disclosures 1n the financial statements It also includes an assessment of the sigmficant estimates and judgements
made by the directors in the preparation of the financtal statements, and of whether the accounting policies are
appropriate to the group's and company's circumstances, consistently applied and adequately disclosed

We planned and performed our audit 50 as to obtan all the information and explanahons which we considered
necessary 1n 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 wregulanty or error In fornung our optmon
we also evaluated the overall adequacy of the presentation of information in the financial statements

Opinmon
In our opinion
e the financial statements give a true and fair view, i accordance with UK Generally Accepted Accounting
Practice, of the state of the group's and the parent company's affairs as at 31 March 2008 and of the group's
profit for the period then ended,
» the financial statements have been properly prepared n accordance with the Compames Act 1985, and
s  the information given in the Directors' Report 1s consistent with the financial statements

Wme Aad e

KPMG Audit Plc 3 October 2008
Chartered Accountants
Registered Auditor




Consolidated Profit and Loss Account
Jor the period ended 31 March 2008

Turnover

Cost of sales

Gross profit

Operating expenses

Operating profit

Interest payable and similar charges

Profit before tax

Taxation

Profit for the period

BrightHouse Group Limited
Consolidated Financial Statements
Pertod ended 31 March 2008

Period from

16 May 2007 to

Note 31 March 2008
£'000

107,735

(44,932)

62,803

(48,664)

3 14,139

6 (12,651)

1,488

7 (283)

1,205

All results relate to contimung operations and there 18 no material difference between the result on a historical cost

basis and that described 1n the profit and loss account

The Group had no other recognised gains or losses other than the profit for the period
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Consolidated Balance Sheet
as ar 31 March 2008

Note 2008
£'000 £'000
Fixed assets
Tangible assets 8 72,156
Goodwill 10 83,650
155,806
Current assets
Goods for resale 12 3,774
Debtors {amounts due after more than one year 13 28,270
£7,517,000)
Cash at bank and 1n hand 14 8,496
40,540
Creditors amounts falling due within one year 15 (130,774)
Net current habilities (90,234)
Total assets less current habilities 65,572
Creditors: duc after more than one year 16 (57,7117)
Net assets 7,855
Capatal and reserves
Called up share capital 20 66
Share premium 20 6,584
Profit and loss account 20 1,205
Shareholders’ funds 7,855

These financial statements were approved by the board of directors on 24 September 2008 and were signed on its behalf by

AR

G M O David
Director




Company Balance Sheet
as at 31 March 2008

Fixed assets
Investments

Net assets

Capital and reserves
Called up share capital
Share premium

Profit and loss account

Shareholders’ funds

These financial statements were approved by the board of directors on 24 September 2008 and were signed on 1ts behalf by

A\

GM O David
Director

10

BrightHouse Group Limited

Consolidated Financial Statements

Note

1

20
20

Period ended 31 March 2008

2008
£7000

6,645




Consolidated Cash Flow Statement
Sfor the period ended 31 March 2008

Cash flow from operating activities

Returns on investments and servicing of finance
Taxation

Capital expenditure and financial investment
Acqguisitions and disposals

Cash outflow before management of liquid resources and
financing

Financing

Increase in cash in the period

Note

22
23

23
23

23

BnghtHouse Group Limited

Consolidated Financral Statements

Reconciliation of net cash flow to movement in net debt

for the period ended 31 March 2008

Increase in eash n the period

Cash inflow from financing
Accrued intercst

Movement in net debt in the period
Net debt at the start of the period

Net debt at the end of the period

Analysis of net debt
as at 31 March 2008

At beginning of
the peniod

£'000

Cash
Debt due within one year
Debt due after one ycar

Total

11

Penod ended 3i March 2008

2008
£'000

53,261
(4,877
477)
(47,239)
(136,322)

(135,654)

144,150

8,496

2008
£'000

8,496

(155,908)
(1,774)

(155,186)

(155,186}

Cash flow  Acquisitions Other non At end of the
cash period

changes
£'000 £'000 £'000 £'000
8,496 - - 8,496
(98,995) - (6,970) (105,965)
(38,505) (18,408) (804) 677117
(12%,004) {18,408) (7,774) (155,186}
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Notes to the consolidated financial statements
1 Significant accounting policies

The following accounting policies have been apphed consistently m dealing with rems which are constdered
matenal in relation to the financial statements

Basis of preparation

The consolidated financial statements of BrightHouse Group Linuted and its subsidianes (‘the Group™) are
approved by the directors and prepared 1n accordance with UK GAAP and under the historical accounting rules

BrghtHouse Group Limited 15 incorporated and domuciled 1in Great Britain The registered address of BnightHouse
Group Limited 18 5 Hercules Way, Leavesden, Watford, WD25 7GS

Bas:s of consolhidation

The consoldated financial statements include the financial statements of the Company and 1its subsidiary
undertakings made up to 31 March 2008 The acquisition method of accounting has been adopted Under this
method, the results of subsichary undertakings acquired or disposed of 1n the year are included in the consolidated
profit and loss account from the date of acquisition or up to the date of disposal

Intercompany transactions, balances and unrealised gains between Group companies are eliminated in prepanng the
consolidated financial statements Unrealised losses are eliminated 1n the same way as unrealised gains, but only to
the extent that there 18 no evidence of impaurment

Under section 230(4) of the Compames Act 1985 the Company 1s exempt from the requirement to present 11s own
profit and loss account

Goodwill

Purchased goodwll representing the excess of the fair value of the consideration given over the separable net assets
acquired 1s capitalised and 1s amortised on a straight line basis over 1ts estimated useful economic hife of 20 years

Investments
In the company's financial statements investments in subsidiary undertakings are stated at cost
Foreign currency

Transactions n foreign currencies are translated at the foreign exchange rate ruling at the date of the transaction
Monetary assets and habilities denomunated 1n foreign currencies at the balance sheet date are translated at the
foreign exchange rate ruling at that date Foreign exchange differences arising on translation are recogmsed n the
income statement Non-menetary assets and Labilittes that are measured in terms of historical cost 1n a foreign
currency are translated using the exchange rate at the date of the transaction

12
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Notes to the consolidated financial statements
1 Significant accounting policies (continued)
Tangible fixed assets and depreciation

Depreciation 15 charged to write off the cost, less any residual value, of tangible fixed assets to the profit and loss
account on a straight-line basis over the estimated useful lives The estimated useful hives are as follows

Fixtures, equipment and vehicles (including capitalised software) - 3 to 7 years
Rental assets

Television sets - 210 3 years
Mobile phones - 1 year
Games consoles/Personal computers - 2 years
Domestic appliances - 3 years
Furmiture - 3 years

Residual values and useful economic lives are reviewed annually Property, plant and equipment, including rental
assets, are assessed for impairment annually or more often if events or changes in circumstances indicate that the
carrying value may not be recoverable Where an impairment review 15 deemed necessary it 1s performed in
accordance with the policies set out below

Depreciation 1s charged on all additions to or disposals of assets pro rated 1n the year of purchase or disposal
Goods for resale

Goods for resale are stated at the lower of cost and net realisable value Cost 1s based on the first-in first-out
principle and includes expenditure incurred 1n acquiring the inventones and bringing them to their existing location
and condition Net realisable value represents the estimated selling price less costs to be incurred tn marketing,
selling and distnibution

Assets acquired for resale are iitially recorded within goods for resale on the basis that such assets are available for
sale When assets are 1ssued to stores in advance of bemng hired to customers pursuant to hire and hire-purchase
agreements, those assets are then re-categonsed as rental assets within tangible fixed assets and depreciated in
accordance with the polictes set out above

Cash and liquid resources

Cash, for the purpose of the cash flow statement, compnses cash in hand and deposits repayable on demand, less
overdrafts payable on demand Liquid resources are current asset investments which are disposable without
curtailing or disrupting the business and are either readily convertible into known amounis of cash at or close to
their carrying values or traded 1n an active market

A proportion of the cash and cash equivalents held by the Group s insurance subsidianies 1s restricted due to
regulatory and solvency requirements

Impairment

The carrying amount of the company's assets are reviewed at each balance sheet date to determine whether there 15
any ndicatton of impawrment If any such indication exists, the asset's recoverable amount 1s estumated An
impairment loss 1s recognised whenever the carrying amount of an asset exceeds its recoverable amount Impairment
losses are recogmsed 1 the profit and loss account

13
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Notes to the consolidated financial statements

1 Significant accounting policies (connnited)

Financial instruments

Finance payments associated with financial habihities are dealt with as part of interest payable and similar charges
Classification of financial instruments issued by the Group

Financial instruments 1ssued by the Group are treated as equity (1 e forming part of shareholders funds) only to the
extent that they meet the following two conditions

(a) they include no contractual obhigations upon the Group to deliver cash or other financial assets or to exchange
financial assets or financial habihities with another party under conditions that are potentially unfavourable to
the Group, and

(b} where the instrument will or may be settled in the company's own equity mstruments, 1t 15 either a non-
denvative that includes no obligation to deliver a vanable number of the company’s own equity instruments or
15 a derivative that will be settled by the company’s exchanging a fixed amount of cash or other financial assets
for a fixed number of its own equity instruments

To the extent that this defimtion 1s not met, the proceeds of 1ssue are classified as a financial hability Where the
instrument so classified takes the legal form of the company’s own shares, the amounts presented in these financial
statements for called up share capital and share premium account exclude amounts in relation to those shares

Where a financial instrument that contains both equity and financial hability components exists these components
are separated and accounted for mdividually under the above policy The finance cost on the financial hability
component 15 correspondingly igher over the life of the instrument

Financial guarantee contracts

Where the Company enters into financial guarantee contracts to guarantee the indebtedness of other compamnes
within 1ts group, the Company considers these to be insurance arrangements, and accounts for them as such In this
respect, the Company treats the guarantee contract as a contingent hability untl such time as it becomes probable
that the Company will be required to make a payment under the guarantee

Employee benefits
Defined contribution plans

Obligations for contnibutions to defined contribution pension plans are recogmised as an expense 1n the profit and
loss account as incurred

Eguity participation plan

With effect from July 2007, certain directors and employees of the Group were inviled to participate in an equity
participation plan 1in which allowed them to purchase shares at market value 1n Brighthouse Group Limuted The
directors have assessed the terms of the scheme and determuned that 1t 15 an equity setiled scheme 1n accerdance
with FRS20 Any compensation expense 1s recorded based on the fair value at grant date and recognised over the
appropriate vesting period Any compensation expense 1s recogmised as an employee expense with a corresponding
lcrease in equity

Insurance claims

Contracts covering customers agamst break-down and damage are renewed on a weekly basis A provision under
existing contracts 1s calculated based on claims received to date and, based on historical experience, claims which
the Group has yet to be noufied of but expects 1n the near future Based on historical expenence, management do not
believe that a change 1n this esimate would have a matenal impact on the Group's financial informanion
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BnghtHouse Group Limited
Consolidated Financial Statements
Period ended 31 March 2008

Notes to the consolidated financial statements
1 Significant accounting policies (continued)
Revenue recognition

Revenue pnincipally comprises revenue from the provision of home electronic and domestic appliances, household
furmiture and other related products to domestic customers through hire and hire-purchase agreements The Group
also derives sigmficant revenues from premiums related to the provision of insurance agawnst breakdown of rented
and retailed televisions, video recorders, demestic apphiances and household furmiture rented under hire-purchase
agreements and sold to customers

Goods are hired to customers pursuant to hire-purchase agreements, often in conjunction with service insurance
agreements, which provide for weekly and monthly terms with non-refundable payments Under hire-purchase
agreements, the customer has the right to acquire title through a purchase option after payment of all required
weekly and monthly payments The majonty of customers elect to sign separate service agreements which amongst
other benefits enable those customers to retumn hired goods at any time, without penalty, provided that the goods
have been maintamned in good condition and all weekly payments that have fallen due have been settled

On this basis transactions are classified as operating leases at the inception of the hire purchase agreement as the
majority of the risk and rewards of the goods remamn within the Group Rental income from operating leases 1s
recogmsed on a straight-line basts over the term of the relevant lease

The Group accounts for 1ts revenue on an accruals basis for all domestic hire-purchase and service mnsurance
agreements taking credit for all weekly or monthly instalments that have fallen due, but not for instalments which
will fall due in the future under contracts 1n existence at the balance sheet date An appropriate provision 15 made
against these unpaid accounts which have fallen due where 1t 1s believed that they may not be recervable

Revenue excludes value added tax
Expenses
Operating lease payments

Payments made under operating leases are recogmsed in the profit and loss account on a siraighi-line basis over the
term of the lease Lease incentives recerved are recogmsed 1n the profit and loss account as an integral part of the
total lease expense and are spread on a straight-line basis over the lease to the first break point

Finance lease payments

Minimum lease payments are apportioned between the finance charge and the reduction of the outstanding Lhability
The finance charge 1s allocated to each perniod during the lease term so as to produce a constant pertodic rate of
interest on the remaimng balance of the hability

Interest payable and sumlar charges

Interest payable and simular charges comprise interest payable, interest receivable and foreign exchange gamns and
losses that are recogmised in the income staiement Interest income and mnterest pavable 1s recogmsed in the profit
and loss account as 1t accrues

Taxaton

The charge for taxation 15 based on the profit for the penod and takes into account taxation deferred because of
timing differences between the treatment of certain items for taxation and accounting purposes

Deferred tax 1s recognised, without discounting, n respect of all timing differences between the treatment of certain
items for taxation and accounting purposes which have ansen but not reversed by the balance sheet date, except as
otherwise requured by FRS 19
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BrightHouse Group Limited
Consolidated Financial Statements
Period ended 31 March 2008

Notes to the consolidated financial statements

2 Segmental information

The directors consider that the Group has only one class of business being the sale of goods and services to thard
party customers The directors consider that there 1s only one geographical segment being the United Kingdom All
revenues are eamned from third party customers i the Unuted Kingdom and the United Kingdom as a whole dictates
the level of geographical nsk and return facing BnightHouse

3 Operating profit

Operating profit has been arrived at after charging

2008
£7000
Depreciation of rental equipment 32,752
Deprectation of other tangible fixed assets 1,313
Amortisation of goodwall 3.071
Rental assets written off as obsolete or not recoverable from defaulting customers 5,623
Office relocation expenses 351
Other net operating expenses
- Property 5,892
- Vehicles 1,012
- Equipment 27
Auditors’ remuneration
2008
£'000
Audit of these financial statements 25
Amounts receivable by auditors and their associates 1n respect of
The audit of the company's subsidiaries pursuant to legislation 152
Other services relating to taxation 46

Auditors’ remuneration was borne by another company within the group
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Consolidated Financial Statements
Penod ended 31 March 2008
Notes to the consolidated financial statements

4 Staff numbers and costs

The average number of full tme equivalent persons employed by the Group (including directors) duning the perod,
analysed by category, was as follows

Group
Number
Customer sales and service 1,318
Administration 115
1,433
The aggregate payroll costs of these persons were as follows
Group
£'000
Wages and salartes 21,112
Social security costs ’ 2,063
Pension contrnibutions 128
23,303
The company did not employ any staff in the period
5 Directors’ emoluments
Group 2008
£'000
Directors’ emoluments 692
Pension contributions 16
708

The aggregate of emoluments, compensatton for loss of office and amounts recervable under long term ncentive
schemes of the highest paid director was £428,330 and company pension contributions of £11,310 were made to a
money purchase scheme on his behalf

Retirement benefits are accruing to the following number of directors under

2008
Number

Money purchase schemes 2
Defined benefit schemes

17




Notes to the consolidated financial statements

6 Interest payable and similar charges

Interest income

Interest on unsecured 10% loan stock payable to related parties (see note 25)

Other interest expense

7 Taxation on profit on ordinary activihes

UK corporation tax

Current tax on profit for the period
Overseas corporation tax

Current tax on income for the period

Total current period tax charge

Deferred tax - ongnal and reversal of timing differences
Deferred tax - adjustments 1n respect of prior year

Total current taxation

18
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2008
£'000

193
(6,970)
(5,874)

(12,651)

2008
£'000

357

177

534

(123)
(128)

283
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Consolidated Financial Statements
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Notes to the consolidated financial statements

7 Taxation (continued}

Factors affecting the tax charge for the current period

The current tax charge for the period 1s hugher than the standard rate of corporation tax 1n the UK of 30% The

differences are explained below

Profit on ordinary activities before taxation

Current UK corporation tax rate of 30%

Effect of

Non-deductible expenses

Non-deductible amoertisation of goodwill

Non-deductible interest expense

Taxable intercompany profits eliminated on consolidation
LTIP expense allowable when paid

Capital allowances for period (in excess)/less than depreciation
Effect of tax rates in different jurisdictions

Other temporary uming differences

Current tax charge for the pertod

19

2008
£'000

1,488

446

30

929
926
1,039
(991)
144
(1,930)
(59)

534




Notes to the consolidated financial statements

8 Tangible fixed assets
Group

Cost
Balance at beginning of period
Acquired on acquisition of subsidiary

Addmons
Disposals

Balance at 31 March 2008

Depreciation

Balance at beginmung of penod
Depreciation charge for the perod
Disposals

Balance at 31 March 2008

Net book value

At 31 March 2008

At 16 May 2007

20
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Fixtures,
Rental equipment
assets & vehicles Total
£'000 £000 £'000
55415 9,190 64,605
45,581 1,658 47,239
(37,285) - (37,285)
63,711 10,848 74,559
32,752 1.313 34,065
(31,662) - (31,662)
1,090 1,313 2,403
62,621 9,535 72,156




BrightHouse Group Lumted
Consolidated Financial Statements
Period ended 31 March 2008

Notes to the consolidated financial statements

9 Acquisitions of subsidiaries

On 18 July 2007, 100% of the share capital of BrightHouse Holdings Limited was acquired for £6,644,907 The
acquired company had no assets or liabilities The acquisition has been accounted for using the acquisition method
of accounting

On 18 July 2007, BrightHouse Holdings Limited purchased 1006% of the share capital of BnightHouse Limited for
£145,719,000 and incurred £1,878,000 of acquisition costs which have been capitalised with the investment The
acquisition has been accounted for using the acquisihon method of accounting

Effect of the acquisttion

The acqusition had the following effect on the Group’s assets and liabilities

Book value Fair value Fair value
adjustments
£'000 £'000 £'000
Net assets acquired
Tangible fixed assets 64,605 - 64,605
Goods for resale 5,008 - 5,098
Debtors 17,954 - 17,954
Deferred tax 7,120 (408) 6,712
Cash at bank and 1n hand 11,275 - 11,275
Total assets 106,052 (408) 105,644
Creditors (23,239 - {23,233)
Loans (18,408) - {18,408)
Corporation tax 3,127 - (3,127)
Total liabilinies (44,768) - (44,768)
Net assets 61,284 (408) 60,876
Purchased goodwill capitalised 86,721
Satisfied by
Cash 147,597
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Notes to the consolidated financial statements

9 Acquisitions of subsidiaries (continued)

The fair value adjustment to deferred tax relates to the change 1n the corporation tax rate from 30% to 28% which
was substantially enacted at the tume of the acquisition

The subsidiary undertaking acquired during the period contributed all of the group's net operating cash flows, paid
£5,261,000 n respect of net returns on mvestments and servicing of finance, paid £632,000 in respect of taxation
and utilised £47,210,000 for capital expenditure

Summary profit and loss account for the subsidiary undertaking to Period from
date of acquusition 1 April 2007 to 18 July 2008

£'000
Turmover 38,181
Operating profit 1,950
Profit before tax 1,686
Taxation 9,781
Profit for the period from | April 2007 to the acquisition date 11,467

Profit generated for the previous financial year was £8,348,000 (subsidiary undertaking results are shown as 1f
BnghtHouse Limited and Caversham Finance Limited had always been part of the same group)
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Notes to the consolidated financial statements

10 Goodwill
Group

Cost
At beginning of penod
Additions

At end of peniod

Amortisation
At beginning of penod
Charge for period

At end of penod

Net book value
At 31 March 2008

At 16 May 2007

BrightHouse Group Limited
Consolidated Financial Statements
Penod ended 31 March 2008

Goodwill
£7000

86,721

86,721

1

Goodwill ansing from the acquisition of BrightHouse Limted and us subsidiary undertakings 1s amortised on a
straight line basis over 20 years as this 1s the period over which the value of the underlying business acquired

expected to exceed the values of 1ts identifiable net assets

11 Fixed asset investments

Company

Cost and net book value
At beginning of period
Additions

At end of penod

2008
£'000

6.645

6,645

The cost of acquinng BrightHouse Holdings Limited has been recorded at book value

The businesses set out below are those that 1n the opimon of the directors sigmficantly affected the Company’s
results and net assets during the penod (* denotes held indirectly through subsidiary)

Country of

Incorporation

BnightHouse Holdings Limited England
BnghtHouse Limited* England
Caversham Finance Limited* England
Caversham Insurance Limited* Guernsey
Caversham Insurance (Isle of Man) Limted* Isle of Man
Caversham Insurance (Malta) Limited* Malta
Caversham Holdings (Malta) Limited * Malta
Caversham Trading Limmted* England

23

Principal activity  Percentage of ordinary
shares held

Holding Company 100

Holding Company 100

Rental of domestic equipment 100
Insurance 100

Insurance 100

Insurance 100

Holding Co 100

Rental of domestic equipment 100
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Notes to the consolidated financial statements

12 Goods for resale

Group

Goods held for resale at cost

13 Debtors
Group

Amounts falling due within one year
Trade debtors

Other debtors

Deferred tax asset

Prepayments and accrued income

Amounts falling due afier more than one year
Trade debtors

BrightHouse Group Limited
Consolidated Financial Statements
Penod ended 31 March 2008

2008
£000

3,774

2008
£'000
8,104
1,468

6,963
4,218

20,753

7517

28,270

Trade receivables primanity compnise VAT recoverable which 1s paid on the of the full value of assets acquired by
customers under hire and hire-purchase agreements when the contracts commence and are recovered from customers

over the full length of these agreements

Group
Amounts ansing from business combmations
Credit to the profit and loss for the year

At end of year

The elements of deferred taxation are as follows

Difference between accumulated depreciation and amortisation and capnal allowances

Unreahised profit on intercompany trading

Deferred tax asset

24

Deferred
taxation
£000

6,712
251

6,963

2008
£000

374
6,589

6,983
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Notes to the consolidated financial statements

14 Cash at bank and in hand

Included within cash at bank and n hand 1s restricted cash of £1,900,000 The restricted cash represented cash at
bank held by entities who supply insurance related services within the Group which 1s restricted due (o regulatory
and solvency requirements

15 Creditors. amounts falling due within one year
Group 2008
£'000
Unsecured 10% loan stock 1ssued to related parties (see note 25) 105,965
Trade creditors 8,337
Corporation tax 3,184
Other taxes and social secunty 2,941
Other creditors 938
Accruals and deferred income 9,409
130,774

The unsecured 10% loan stock 1s redeemable on 18 July 2036 and forms part of the investment made 1n the Group
by Vision Capital Partners (see note 25 Related Parties) The unsecured loan stock can be redeemed at an earlier
date by either party, at which time the stock and any accrued and unpaid 1nterest will become payable The amount
above includes £6,970,000 of accrued nterest

Since the end of the period, the parties to the unsecured loan stock agreement have agreed to amend the terms of the
loan such that the lender must now give 12 months notice of proposed early redemption unless the following
conditions apply

« If the ownership of the Group has changed, or

+ 1f the Group fails to pay amounts due under the Senior or Mezzanine loan agreements, or

+ 1f more than 6 months have passed since the Group has fully settled either the Semor or Mezzanine loans

16 Creditors: amounts falting due after more than one year
Group 2008
£'000
Revolving credit facility semor loan 25,924
Revolving credit facihity mezzamne loan n,793
57,717

Terms and debt repayment schedule

On 18 Juiy 2007, the group entered 1nto a financing agreement with Landsbanki Islands HF  This agreement
provides a semor facility of £45m and Mezzanine facility of £33m, both secured by the assets of the group These
loans are repayable after 3 years (senior) and 5 years (mezzanme) The semor loan carries witerest at Libor + 2 15%
The mezzamine loan carmes interest at Libor -+ 4% (Cash) plus 5 5% (PIK)

As at 31 March 2008 the Group had un-drawn commutted facilities available to it of £18 5m in respect of which all
conditions precedent had been met and all covenants complied with
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17 Provisions and liabilities and charges
Equuty settled share-based payments

With effect from July 2007, certain directors and employees of the Group were invited to participate 1n an equity
partictpation plan in which allowed them to purchase shares at market value in Brighthouse Group Limited The
directors have assessed the terms of the scheme and deterrmned that 1t 15 an equity settled scheme 1n accordance
with FRS20 The shares were sold to the participants at market value and the directors have assessed that the fair
value of the shares on the date of purchase to be equal to the market value and accordingly, no compensation
expense has been recorded

Participants are obliged to hold theiwr shares until such time as they are required to sell their shares as set out 1n the
scheme agreement

18 Pension scheme

Defined contribution

In the period to 31 March 2008, total contnibutions were £128,000 There were no accrued contnibutions at the
pertod end

19 Contingent liabilities

VAT

The Group makes a mixture of exempt and taxable supplies and uses a partial exemption method to calculate the
amount of recoverable VAT incurred on costs which relate to taxable supplies In July 2004, HMRC 1ssued a partial
exemption special method override notice which, 1f accepted without challenge, would have the effect of increasing
annual irecoverable VAT Negotiations with HMRC to resolve this matter are ongoing and, as at the date of
approval of these accounts, the discussions are not sufficiently advanced to be able to determune the likely outcome
or the potential impact Following the reorgamsation of the Group’s operations on 3 April 2006, the Group's partial
exemption method has been revised The directors have been advised that, 1n respect of the partial exemption
arrangements, the group 1s 1 a robust and sustamable position and has undertaken all necessary steps to ensure, as
much as practicable, that the current structure operates as intended

Cross guarantee

There 1s a first priority fixed and floating cross guarantee over the assets of the Group 1n favour of Landsbank:
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Notes to the consolidated financial statements

20 Captal and reserves

Reconcihiation of movement in capital and reserves
Group

Balance at beginning of penod
Profit for the period
Issue of share capital

Balance at 31 March 2008

Company

Balance at beginning of period
Loss for the penod
Issue of share capital

Balance at 31 March 2008

BrnightHouse Group Linuted

Consolidated Financial Statements

Permod ended 31 March 2008

Share Share Retamned Total group
capital premium carnings equity
£'000 £'000 £'000 £000
- - 1,205 1,205

66 6,584 - 6,650

66 6,584 1,205 7,855
Share Share Retamed Total parent
capital premum earmings equity
£'000 £'000 £000 £'000
- - &) (5)

66 6,584 - 6,650

66 6,584 (5) 6,645

The share premium account 1s used to record amounts received in excess of the nominal value of shares on 1ssue of

new shares

Share capital

Authorised
6,656,000 Ordinary shares of £0 01 each

Allotted, called up and fully paid

5,790,720 A Ordinary shares of £0 01 each
859,734 Ordinary shares of £0 01 each

2008
£000

66

58
8

Shares are allocated between the two share classes when fully paird A Ordinary shares’ are controlled by VCP VI B
(see note 25 Related parties) and Ordinary shares” are controlled by management The two classes of shares are
treated equally for vouing and dividends In the event of sale of the business (subject to certain rules descnibed 1n the
Articles of Association) the participation of the management in the proceeds could be increased by converting a
number of A Ordinary shares into Deferred shares’ Deferred shares’ receive a nominal amount of (I pence for all

Deferred shares)
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21 Operating leases

The Group as a lessee

Non-cancellable operating lease rentals are payable as follows

Less than one year
Between two and five years
More than five years

BnghtHouse Group Limited
Consolidated Fitnancial Statements
Penod ended 31 March 2008

2008

Land and Other

buildings
£'000 £000
361 166
2,318 1,294
5,519 -
8,198 1,460

During the period £6,931,000 was recogmsed as an expense m the profit and loss account in respect of operating

leases

The Group as a lessor

When customers enter into rental agreements the majonity also enter into an additional optional insurance
arrangement which entitles them to return assets with no further payments falling due and with no penalties
incurred On this basis the transactions are treated as being an operating lease 1n nature and the directors believe that
at the inception of the lease there are no munimum future lease payments as the goods can be returned at any time

22 Reconciliation of operating profit to operating cash flows

Operating profit

Depreciation

Amortisation of goodwill

Net book value of rental asset disposals
Decrease 1 goods for resale

Increase 1n debtors

Decrease 1n creditors and provisions

Net cash inflow from operating activities
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2008
£'000

14,139
34,065
3,071
5,624
1,324
(3,354)
(1,608)

53,261
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23 Analysis of cash flows
2008
£000

Returns on investments and servicing of finance
Net interest paid (4,.877)

Net cash outflow for returns on investments and 48T
servicing of finance

Taxation 477)

Capital expenditure and financial investment
Purchase of tangible fixed assets (47,239}

Net cash outflow for capital expenditure and financial

investment (47,239)

Acqumsitions and disposals
Purchase of subsidiary undertaking, net of cash acquired (147,597)
Cash acquired with subsidiary 11,275

Net cash outflow for acquisitions and disposals (136,322)

Financing

Issue of ordinary share capital 6,650
New loans 155,908
Repayment of loans (18,408)

Net cash inflow from financing 144,150
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24 Capital commitments
There were no capital commitments at the end of the penod
25 Related parties

Identity of reluted parties

Vision Capital Partners VI B LP (VCP VI B) a Scottish Limited Partnership acting through Haig Luxembourg
HoldCo S arl a company wincorporated in Luxembourg, are related parties by virtue of the fact that since 18 July
2007 they controlled the majonty of the share capital of BrightHouse Group Limited, the largest group of which the
company 1s a member and for which accounts are drawn up The directors therefore consider VCP VI B and Haig
Luxembourg HoldCo to be related parties Vision Capital Limited 1s also considered a related party by wartue of the
fact that 1t 1s the investment adwviser to VCP VI B

Duning the period, Group companies entered into the following transactions with related parties

Acquisition Interest Amounts owed to

fees paid acerued related parties

£'000 £'000 £'000

Haig Luxembourg HoldCo 1,048 6,969 105,923
R Pym (Chairman) - 1 42
1,048 6,970 105,965

Transactions between BrightHouse Group Limited and its subsidianes, which are related parties, have been
eliminated on consolidation and are net disclosed 1n this note

26 Ulaimate parent company and parent company of larger group

Haig Luxembourg HoldCo 1s the ulumate parent company BrnghiHouse Group Limited heads the largest group 1n
which the results of the company are consolidated The ultimate controlling party 15 Vision Caputal Partners VI B
LP (VCP VI B) a Scotush Limited Partnership
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