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Synergy Financial Products Limited

Directors’ report and financial statements
30 June 2007

Directors’ report

The directors present their annual report and the audited financial statements for the year ended 30 June 2007
Principal activities

The principal activity of the Company 1s product design, marketing and administration of protection products
Business review

Turnover for the year was £1,682,000 (2006 £907,000) The Synergy Protect product was launched part way
into the financial year ended 30 June 2006 and the current financial year saw a full year of product sales These
have grown steadily month on month

Over the year the Company has mvested sigmficantly in additional avenues for acquiring new business,
including subscnibing to new quotation portals, recrmiting additional sales staff and a dedicated marketing
manager This has resulted 1n a trading profit for the financial year of £104,000 (2006 loss £21,000) Activity
levels into the new financial year are encouraging and the directors are optimustic that further growth 1n the
business will be delivered

Principal risks and uncertainties

The Cempany operates m a rapidly changing and competiive market place where continuing growth 1s
dependent on maintaiming existing customer relationships and winning new chents together with providing
competitive, attractive products Customer service 1s paramount The Company 1s confident that 1t can achieve
these objectives and nummuse the rnisk of falling short of its targets by providing a high quality service to 1ts
customers and regularly reviewmng the products 1t offers

The Company receives commussion from msurers for the sale of protection products Should these policies
lapse within a six year timeframe, a proportion of the commussion 1s repayable A provision has been made for
the amounts that are expected to be repaid

The Company’s risk management objectives and policies aim to mutigate specific financial nisks where there 1s
a possibility that any financial risk may lead to matenal changes in the Company’s financial performance,
posiion or cash flow The Company has limuted exposure to financial risk through 1ts financial assets and
financial liabilites  Cash 1s held in major UK banks, mitigating liquidity and credit nsk At the balance sheet
date the maxumum exposure to credit risk 1s liruted to the carrying amount of each financial asset/liability 1n the
balance sheet The company 15 not exposed to currency risk The Company has no contractually determined
cash flows and so interest rate risk 1s mnimal No hedging techmques are employed

Dividends

The Company paid £14,000 mterim dividends during the year (2006 £mil) The directors recommend that no
final dividend be paid (2006 £mil)

Directors

The directors who held office dunng the year and were as follows

N H Elliott

J C Waller

P Bispham (appointed 20 November 2006)

A Stack (resigned 27 July 2006)

P Connor (retired 31 December 2006)

P A Williams (resigned 30 Apnil 2007)

W Anderton

R Simon {appointed 2 October 2006, resigned 24 August 2007)
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Directors’ report (continued)

Company status

The Company 1s a close company within the meaning of Section 414 of the Income and Corporation Taxes Act
1988

Political and charitable donations

The Company made no political contributions during the year (2006 £ml) Donations to UK chanties
amounted to £ml (2006 £rmil)

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 1s no relevant audit information of which the Company’s auditors are unaware, and each of
the durectors has taken all the steps that they ought to have taken as a director to make themselves aware of any
relevant audit information and to establish that the company’s auditors are aware of that information

Auditors

In accordance with Section 384 of the Compames Act 1985, a resolution for the re-appointment of KPMG
Audit Plc as auditors of the company 1s to be proposed at the forthcoming Annual General Meeting

order of the board

Ziggurat

25 Grosvenor Road
St Albans
Hertfordshire

ALl 3HW

2\ oTo&I2. 207
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Statement of directors’ responsibilities in respect of the Directors’ report and the
financial statements

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

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

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

In prepanng these financial statements, the directors are required to
m select swtable accounting policies and then apply them consistently,
m  make judgments and estimates that are reasonable and prudent,

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

® prepare the financial statements on the going concern basis unless 1t 1s mmappropnate to presume that the
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 company and enable them to ensure that 1ts financial statements comply
with the Compames 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 irregulanities




corsc

KPMG Audit Plc

Agquis Court

31 Fishpoo! Street

St Albans
Mertfordshire AL3 4RF
United Kingdom

Independent auditors’ report to the members of Synergy Financial Products
Limited

We have audited the financial statements of Synergy Financial Products Limted for the year ended 30 June
2007 which comprise the Profit and Loss Account, the Balance Sheet, the 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 Our audit work has been undertaken so that we mught state to the company’s members
those matters we are required to state to them 1n an auditor’s report and for no other purpose To the fullest
extent permutted by law, we do not accept or assume responsibility to anyone other than the company and the
company’s members as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing 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’
Responsibihities on page 3

Our responsibility 1s to audit the financial statements n 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 n accordance with the Companies Act 1985 We also report to you whether m our opmnion the
information given 1n the Directors’ Report 1s consistent with the financial statements

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

We read the Directors’ Report and consider the mmplications for our report if we become aware of any apparent
rmsstatements within 1t

Basis of audit opimon

We conducted our audit m accordance with International Standards on Auditing (UK and Ireland} 1ssued by the
Auditing Practices Board An audit cludes examination, on a test basis, of evidence relevant to the amounts
and disclosures in the financial statements It also includes an assessment of the sigmficant estunates and
judgments made by the directors in the preparation of the financial statements, and of whether the accounting
policies are appropniate to the company’s circumstances, consistently apphed and adequately disclosed

We planned and performed our audit so as 10 obtan 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 matenal musstatement, whether caused by fraud or other irregulanty or error  In
formmg our opinion we also evaluated the overall adequacy of the presentation of information 1n the financial
statements




Independent auditors’ report to the members of Synergy Financial Products
Limited (continued)

Opinon
In our opimon

e the financial statements give a true and fair view, n accordance with UK Generally Accepted Accounting
Practice, of the state of the company’s affairs as at 30 June 2007 and of 1its profit for the year then ended,

e the financial statements have been properly prepared in accordance with the Comparues Act 1985, and

¢ the information given it the Directors’ Report 1s consistent with the financial statements

WOMG. Phods P

KPMG Audit Ple
Chartered Accountants
Registered Auditor
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Profit and loss account
Jor the year ended 30 June 2007

Turnover
Cost of sales

Gross profit
Dstnibution costs
Administrative expenses

Operating profit/(loss)

Interest recervable and similar income

Profit/(loss) on ordinary activities before taxation

Tax on profit/(loss) on ordmary activities

Profit/(loss) for the financial year

Synergy Financial Products Limited
Directors” report and financial statements

30 June 2007

Note 2007 2006
£000 £000

2 1,682 907
408) (255)

1,274 652

(220) (218)

(989) 477

. 65 (43)

6 66 18
3 131 (25
7 (¥ X)) 4
4 104 21N

There are no recogmsed gains or losses in erther year other than those disclosed above 1n the profit and loss account

All results anse from contintung activities mn the UK




Balance sheet
at 30 June 2007

Fixed assets
Tangible assets

Current assets
Debtors
Cash at bank and 1n hand

Creditors amounts falling due within one year

Net current assets

Total assets less current habilities

Provisions for habilities and charges

Net assets

Capital and reserves

Called up share capital
Share premium account
Profit and loss account

Shareholders® funds

half by

C Waller

Note

10

Ii

12

13
14
i4

13

2007
£000

217
1,732

1,949
(422)

Synergy Financial Products Linuted
Directors’ report and financial statements

2007
£000

55

1,527

1,582

(865)

717

30 June 2007
2006 2006
£000 £000
47
517
790
1,307
(179)
1,128
1,175
(548)
627
2
350
275
627

e financial statements were approved by the board of directors on & ecTofex2. 200 Famd were signed on




Cash flow statement
Jor the year ended 30 June 2007

Net cash inflow from operating activities

Returns on investments and servicing of finance
Interest received

Taxation

Capital expenditure
Purchase of tangible fixed assets

Dividend

Increase in cash in the period

Reconciliation of net cash flow
to movement in net debt

Increase in cash in the period

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

Net debt at the end of the period

Note

18

19

9

Synergy Financial Products Limited
Directors’ report and financial statements

30 June 2007
2007 2006
£000 £000
912 220
66 18

- 9
22) (37
(14) -
942 210
942 210
942 210
790 580
1,732 790
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Notes
(formung part of the financial statements)

1 Accounting policies

The following accounting policies have been appled consistently in dealing with items which are considered
matenial in relation to the financial statements

Basis of preparation

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

Fwancial Instruments

Fmancial mstruments comprise other financial assets, trade and other debtors, cash and trade and other creditors
The Company does not hold or 1ssue derivative financial instruments for trading purposes or other purposes

Cash and cash equivalents comprise cash balances and deposits

A financial instrument 1s recogmsed 1f the Company becomes a party to the contractual provisions of the instrument
Financial assets are de-recogmsed 1if the Company’s contractual rights to the cash flows from the financial assets
expire or 1f the Company transfers the financial asset to another party without retamning control or substantially all
risks and rewards of the asset Purchases and sales of financial assets are accounted for at the trade date, 1 e the date
that the Company commuts itself to purchase or sell the asset Financial habilities are de-recogmised 1if the
Company’s obligations specified in the contract expire or are discharged or cancelled

Financial Risk

The Company’s risk management objectives and policies aim to muhigate specific financial nsks where there 1s a
possibility that any financial risk may lead to matenal changes in the Company’s financial performance, position or
cash flow The Company has limited exposure to financial nsk through its financial assets and financial habilities
Cash 1s held in major UK banks, mitigating hiquidity and credit risk At the balance sheet date the maximum
exposure to credit nsk 15 hmated to the camrying amount of each financial asset/liability in the balance sheet The
company is not exposed to currency nisk The Company has no contractually determined cash flows and so interest
rate nisk 1s minimal  No hedging techmques are employed

Tangible fixed assets and depreciation

Depreciation 1s provided to write off the cost less the estimated residual value of tangible fixed assets by equal
nstalments over their estimated useful economc Lives as follows

Motor vehicles - 5 years
Computer and office equipment - 5 years
Fixtures and fittings - 10 years
Leases

Operating lease rentals are charged to the profit and loss account on a straight-line basis over the period of the lease
Taxation

The charge for taxation 1s based on the result for the year and takes mnto account taxation deferred because of timing
differences between the treatment of certain items for taxation and accounting purposes

Deferred tax 1s recogmsed, without discounting, 1n 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 required by Financial Reporting Standard 19
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Notes (continued)

1 Accounting policies (continued)
Provisions

A provision 1s recogmsed n the balance sheet when the Company has a present legal or constructive obligation as a
result of a past event, and 1t 1s probable that an outflow of econormuc benefits will be required to settle the obligation

Post retirement benefits

The Company operates a defined contribution pension scheme The assets of the scheme are held separately from
those of the Company 1n an independently admunistered fund The amount charged to the profit and loss account
represents the contributions payable to the scheme n respect of the accounting period

Turnover

Turnover represents the amounts (excluding value added tax) derived from the provision of goods and services to
customers It 1s accrued and recogmised as 1t 15 earned

Cush

Cash for the purpose of the cash flow statement comprises cash 1n hand and deposits repayable on demand, less
overdrafts payable on demand

2 Turnover

All wmover 15 derived from commussion and fees recervable on product design, marketing and adnumstration of
protection products

All sales are made 1n the UK

3 Profit/(loss) on ordinary activities before taxation

Profit/(foss) on ordinary activities before taxation 1s stated after charging

2007 2006
£000 £000
Depreciation and other amounts written off tangible fixed assets — owned 14 9
2007 2006
£000 £000

Auditors’ remuneration
Audit of these financial statements 19 24
Other services - fees receivable by the auditors and their associates 5 15

10
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v
Notes (connnued)

4 Remuneration of directors
2007 2006
£000 £000
Directors’ emoluments 283 87
Company contributions to money purchase pension schemes 8 1
Compensation for loss of office 12 -
303 88

The aggregate of emoluments of the highest paid director was £116,000 (2006 £70,000), and p.ensmn contributions
of £mil (2006 £mil) were made to a money purchase scheme on his behalf

Retirement benefits are accruing to three directors under money purchase schemes (2006 four)

Benefits under long-term incentive schemes are accnung to no directors (2006 one)

5 Staff numbers and costs

The average number of persons employed by the group (including directors) during the year, analysed by category
was as follows

Number of employees

2007 2006
Sales 2 2
Admimistration 9 g
11 10

The aggregate payroll costs of these persons were as follows
2007 2006
£000 £000
Wages and salanies 698 267
Social security costs 82 34
Other pension costs 24 5
804 306

Certain employees have provided services from/to Defined Returns Limited and NDF Adrmunistration Limuted, other
companies under the same common control as Synergy Financal Products Limited  Accordingly, in the current year,
a net £377,000 has been recharged to those comparnues and 1s not included in the amounts above (2006 £1,413,000)

11




Notes (continued)

6 Interest receivable and simular income

Bank interest receivable

7 Taxation

Analysis of charge/(credit) i year

UK corporation tax
Current tax on income for the period
Adjustments n respect of prior peneds

Total current tax

Deferred tax (see note 12)
Ongination/reversal of timing differences

Tax on profit/(loss) on ordinary activities

Factors affecting the tax charge/(credut) for the current year

Synergy Financial Products Limuted
Directots' report and financial statements

2007
£000

66

2007
£000

24

24

w

30 June 2007

2006
£000

18

2006
£000

)

9)

)

The current tax charge/(credit) for the pertod 1s lower (2006 Ilower) than the standard rate of corporation tax 1n the

UK (19%, 2006 19%) The differences are explained below

Current tax reconciliation
Profit/(loss) on ordinary activities before tax

Current tax at 19% (2006 19%)

Effects of

Expenses not deductible for tax purposes

Caputal allowances for period less than depreciation
Losses (utihised)/carned forward

Adjustments n respect for prior periods

Total current tax charge/(credit) (see above)

2007
£000

131

26

2006
£000

(23)

&)

F

&

@

12




Notes (continued)

8 Dividends

Dividend in specie
Interim dividends paid 1n respect of the current year

Aggregate amount of dividends paid in the financtal year

9 Tangible fixed assets

Company

Cost

Atbegmning of year
Additrons

At end of year

Deprecration
At beginning of year
Charge for year

At end of year

Net book value
At 30 June 2007

At 30 June 2006

Synergy Financial Products Limited
Directors’ report and financial statements

30 June 2007
2007 2006
£000 £000
- 1
14 -
14 1
Computer
and office Fixtures and Motor
equipment fittings vehicles Total
£000 £000 £000 £000
59 43 37 139
- - 22 22
59 43 59 161
(42) (43) g (92)
(6 - (% (14)
48) (43) (15) (106)
11 - 44 55
17 - 30 47

13
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Notes (continued)

10 Debtors

2007 2000
£000 £000
Trade debtors 162 104
Other debtors 3 353
Prepayments and accrued income 52 60
217 517

During the year to 30 June 2002, P Connor a director of the Company was 1ssued 21 Ordinary £1 shares in Synergy
Financial Products Lirmuted The shares were valued at £7,000 each  Other debtors include an amount of £mil
{2006 £90,987) representing the unpaid prenmum of £6,999 on 13 of these shares This amount was paid m full in
the year and represents the maximum amount outstanding during the year

11 Creditors: amounts falling due within one year

2007 2006

£000 £000

Trade creditors 35 63
Taxation and social security 74 65
Other creditors 284 14
Accruals and deferred income 29 37
422 179

12 Prowvisions for habilities
Commission Deferred Total
Clawback taxation

£000 £000 £000

At beginning of year 543 5 548
Charge to the profit and loss for the year 815 3 818
Utilised in the year (501 - (501)
At end of year 857 8 865

The Company recerves commussion from msurers for the sale of protection products Should these policies lapse
within a six year timeframe, a proportion of the commnussion 1s repayable The comrmssion clawback provision has
been calculated based on histonc lapse rates

The elements of deferred taxation are as follows

2007 2006
£000 £000
Difference between accumulated depreciation and amortisation and capital allowances 8 5




Notes (continued)

13 Called up share capital

Authorised
Equity 10,000 Ordinary shares of £1 each

Allotted, called up and fully paid
Equity 2,104 Ordinary shares of £1 each

14 Share premmum and reserves

At beginning of year
Profit for the year

Dividends on share classified in shareholders’ funds

At end of year

Synergy Financial Products Limited
Directors’ report and financial statements

2007
£000

10

[ ]

Share premium
account
£000

350

350

15 Reconcihation of movements in shareholders’ funds

Profit/(loss) for the financial year

Dividend on share classified in shareholders’ funds

Dividend 1n specie

Net reduction 1n shareholders’ funds
Opening shareholders’ funds

Closing shareholders’ funds

16 Commutments

2007
£000

104
{14)

There were no unprovided capital commutments at the end of the financial year (2006 £mil)

30 June 2007

2006
£000

38 ]

Profit and
loss account
£000

275
104

(14}

365

2006
£000

@n

n

(22)

15




Notes (conttnued)

17 Pension scheme

Synergy Financial Products Limited
Directors’ report and financial statements
30 June 2007

The Company contributes to a defined contnbution pension scheme operated by Outsourced Professional

Admunmstration Limited, a company under common control

The penston cost charge for the peniod represents

contributions payable by the Company to the scheme and amounted to £24,000 (2006 £5,000) There were no

amounts outstanding at the year end (2006 £mil)

18 Reconcihation of operating profit/(loss) to eperating cash flows

Operating profit/(loss)
Depreciation charge
Decrease/(increase) in debtors
Increase/{decrease) 1n creditors
Increase in provisions

Net cash inflow from operating activities

19 Analysis of net debt

Cash 1n bank and 1n hand

At beginming of year
£000

790

2007 2006
£000 £000
65 (43)
14 9
300 (152)
219 (137)
314 543
912 220

Cash flow  Atend of year
£000 £0600

942 1,732

16
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Notes fcontinued)
20 Related party disclosures

Management, staff and other support and services have been provided and received from Synergy Financial Products
Limuted by the group of compames headed by Opal (UK) Holdings Limuted, NDF Admumstration Limuted and
Defined Returns Lumuted Synergy Financial Products Limuted, Defined Returns Limited, NDF Adnmumstration
Limuted and OPAL (UK) Holdings Limiuted group are subject to common control from the same shareholders, and as
such qualify as related parties under Financial Reporting Standard 8

The net transactions in respect of this were

2007 2006
£000 £000
NDF Admumistration Limited
- Staff costs recharged 97 912
— Office costs recharged 1 ©)
Opal Information Systems Limited
~ Staff costs recharged (240) 46
Outsourced Professional Administration Services Linuted
— Cost of sales provision of administration services (408) (248)
— Staff costs recharged 510 455
— Office costs recharged ) 12
Defined Returns Linmited
— Staff costs recharged 10 -
Balances outstanding at the end of the financtal year were
2007 2006
£000 £000
Defined Returns Limuted - Debtor 1 -
NDF Admimnistration Limated — Debtor/(creditor) 1 (14)
Opal Information Systems Limited — (Creditor) 271) 14
Outsourced Professional Admmmistration Services Linuted — (Creditor)/debtor (12) 248

17




