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BFSL Limited
Year ended 30 June 2013

Report of the directors

The directors present therr report together with the audited financial statements for the year ended 30
June 2013

Results and dividends

The annual results of BFSL Limited, company number 2706280 {the “Company”) or the “Group™ in
relation to the Company and its active subsidiaries, are set out on page 7 and show a consolidated
profit after tax of £69,554,000 (2012 £61,664,000) The directors are satisfied with the performance
for the year and are confident of future prospects

The Company has paid dividends on ordinary shares of £41,000,000 (2012 £50,000,000) during the
year

Principal activities, trading review and future developments

The Company’s principal activities are that of a holding and management company and providing
credit relating to financial services The pnncipal activites of the Group consist of insurance
intermediary, price comparison and claims management services

The Group shares resources with fellow subsidiaries of BGL Group Limited {the "BGL Group"), its
Immediate parent company In order to improve operating efficiencies within the Group, personnel and
Infrastructure services are provided by BGL Group Limited to a number of subsidianes, which raises a
management charge n respect of all services provided

On 28 June 2013 the Group acquired Minster Law Limited Minster Law, one of the UK's top-35 legal
firms, has been working with the Group for the past seven years, with the law firm helping tc manage
the clams process for the Group's motor and bike insurance customers This will significantly
strengthen the partnership between the two businesses and add important legal services capability to
the Group

In July 2012 the Group launched Beagle Street its new life insurance intermediary business Also n
July 2012 the Group acquired Verzekeringssite BV a leading Dutch price companson business During
the year the Group also launched the new identity of its price comparison business 1n France as
LesFurets com

Duning the prior year the Group disposed of the South African call centre operations Fusion
Outsourcing Services (pty) Limited

The Group's financial performance has again shown year-on-year improvement, with revenue and
profit before tax from continuing operations both increasing, by 6% and 6% respectively

The Group's performance has improved through the abiity of its insurance intermediary and price
comparison businesses to compete successfully in competitive market conditions The insurance
intermediary business successfully grew velumes during the year the policies under management of
2 5 milhion at the reporting date (2012 2 3 milhon} The continued success of the ‘meerkat’ campaign
and the rewards program offering free soft toys to customers has again successfully increased market
share and profitability for comparethemarketcem The focus for the intermediary business 1s to
establish itself as 'distnbutor of choice’ and continue to further develop sales of core products and
affinity services through internet and telesales channels

In addition to pre-tax profit and customer policy numbers, other important KPIs include underwriters’
net rate inflaton, pnce companson volumes and market share Net rates have reduced by
approximately 10% in the current year (2012 10%) Pnce comparison volumes and market share
continue to be strong and have performed above expectations in the current year

Durning the year the Group’s affinity division, Junction, launched a new scheme for Zenith Direct and
the existing contract with RAC Finance Services was extended with a 5 year term expinng 31
December 2017
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The Group’s working capital position remains strong and the monthly cash flow cycle enables the
Group to operate without any significant levels of long-term debt
Risks and uncertainties

The principle nsks and uncertainties affecting the company (and group) are described further in this
directors’ report and also in note 2

Going concern

The Group's business activities, together with the factors likely to affect its future development,
performance and position are set out above and detalled within the risk management section in note 2
The financial position of the Group and Company are disclosed on therr respective statements of
financial position on pages 8 and 9 The directors are satisfied that the Group and Company have
adequate resources to continue 1n operational existence for the foreseeable future Thus they continue
to adopt the going concern basis of accounting in preparnng the annual financial statements

Directors

The directors of the Company during the year were

PA Winslow CBE

S Klinkert

MO Denaldson (appointed 1 July 2013)
AB Lenman (appointed 1 July 2013)

IR Leech (resigned 1 July 2013)

B8GL Group Limited (resigned 1 July 2013)

The changes are part of the Group's ongoing growth and planming for the future Within the new
structure, Peter Winslow moved from Chief Executive Officer to Executive Chairman of the BGL
Group, a newly created position, with Chief Operating Officer Matthew Donaldson taking on the role of
Chief Executive Officer

For the Group, succession planning has long been a prionity, and these developments were seen as
evolution, not revolution Matthew and Peter have worked together closely for a number of years and
share a common wvision for BGL Group's future direction Peter will remain very much part of the
Group, but become less involved In the day-to-day running of the business

Each of the persons who are directors at the time when this report 1s approved have confirmed that

¢ so far as each director 1s aware, there is no relevant audit information of which the Company's
auditors are unaware, and

» each director has taken all the steps that ought to have been taken as a director In order to be
aware of any information needed by the Company's auditors in connection with preparing therr
report and to establish that the Company’s auditors are aware of that information

Auditors

In accordance with Section 487 cof the Companies Act 2008, the auditors will be deemed to be
reappointed and KPMG Audit Plc will therefore continue in office

Corporate governance

The BGL Group 1s committed to high standards of corporate governance appropnate to the size and
nature of the busmness The board of directors of BGL Group Limited (“the BGL Board") 1s the
governing body of the BGL Group and is responsible for the strategic management of the business
and all operational matters The BGL Board has management authonty over all subsidiaries within the
BGL Group and accordingly individual board meetings for subsidianies including BFSL Limited are
restricted to statutory and certain operational matters

The BGL Group maintains a comprehensive level of momtoring, compliance, regulation, assurance
and risk assessment In relation to all of its regulated entities The following Group subsidiaries are
authecrised or regulated by statutory bodies
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Report of the directors

e« BISL Limited and ACM ULR Limited are authorised and regulated by the Financial Conduct
Authonty (“FCA™,

= Budget Insurance Company Lumited 1s authornised by the Prudential Regulation Authenty
(“PRA") and regulated by both the FCA and PRA,

» Minster Law Limited 1s regulated by the Solicitors Regulation Authornty (*“SRA") and authonsed
and regulated by the FCA,

s Courtanet SAS 1s regulated by the Organisme pour le registre des intermédiaires en
assurance ("ORIAS"), and

» Verzekeringssite BV i1s regulated by the Autoniteit Financiele Markten (“AFM”)

The BGL Board has established a number of management and assurance forums which focus upon
key aspects of the business, in particular the Audit Committee The Audit Committee terms of
reference include monitoring the scope, independence, objectivity and effectiveness of the audit
process, ensuring that management addresses external auditors’ recommendations and observations,
reviewing the programme and effectiveness of the internal audit functon, and monitoring the
effectiveness of nternal controls The Audit Committee i1s chaired by a non-executive director of the
BGL Group Limited

Market value of land

The directors are of the opinion that the market value of land s not matenally different to carrying
value

Charitable and other donations

The year to 30 June 2013 saw the Group complete the first year of a new 5-year CSR programme with
a theme to ‘Reduce Poverty, Create Prosperty’ The Group has included among its core strategic
targets the goal to donate £3m to good causes by July 2017

The programme addresses charntable projects under four key areas

e International — fundraising and corpcrate donations to exclusively finance the buillding of schools
and chnics in poverty-stricken countries around the world This year saw the Group build four pre-
school classrooms In deprived areas of Guatemala Funding in the year totalled £237,000,
including funds raised by BGL Group employees

+ National — a corporate partnership with The Prnince’s Trust sees the Group provide both donations
and volunteering support from employees to help young people find employment and training This
year 33 employees gave ther time to support disadvantaged young pecple This year's corporate
donation totalled £90,000

» City — Employee-led committees within the Group's Peterborough, Sunderland and Coventry
offices agree levels of funding support for local schools, chanties and other community
orgarisations Donations in the year totalled £115,000

* Individual ~ The BGL Group encourages all employees to pursue theirr own charitable interests
and provides each with a day's paid leave for volunteering Employees’ own fundraising i1s eligible
for match-funding up to a value of £500 per person per year The total spent on match funding In
the year was £26,000 A further £28,000 was donated on an ‘ad-hoc’' basis to causes including
Unicef, Sue Ryder and Peterborough’s chanty firework event

Creditor payment policy

It 1s the Group's policy to pay creditors as they fall due under each individua! contractual arrangement
All non-insurance related creditors are paid by BGL Group Limited and creditor days are disclosed in
the directors’ report of that company
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Employee involvement

The BGL Group holds regular meetings for its employees with the aim of disseminating financial and
non-financial information on matters of concern and of interest to them as employees These
meetings also give the employees the opportunity to make their views known, so that they can be
taken into account in making decisions, which are likely to affect their interests

On behalf of the board

/ G A,

AB Lenman
Director

pae 31 Ockobe, 2012

Pegasus House
Bakewell Road
Orton Southgate
Peterborough
PE2 BYS




BFSL Limited
Year ended 30 June 2013

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 financial statements n
accordance with applicable law and regulations

Company law requires the directors to prepare Group and parent Company financial statements for
each financial year Under that law they have elected to prepare both the group and the parent
Company financial statements in accordance with Internaticnal Financial Reporting Standards as
adopted by the EU {*IFRS") and applicable iaw

Under company law the directors must not approve the financial statements unless they are satisfied
that they give a true and fair view of the state of affairs of the Group and parent Company and of their
profit or loss for that period In preparing each of the Group and parent Company financial statements,
the directors are required to

select suitable accounting policies and then apply them consistently,

make judgments and estimates that are independent and reasonable,

state whether they have been prepared in accordance with IFRS as adopted by the EU, and
prepare the financial statements on the going concern basis unless it 1s inappropnate to presume
that the group and the parent company will continue In business

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the parent Company's transactions and disclose with reasonable accuracy at any time the
financtal position of the parent Company and enable them to ensure that its financial statements
comply with the Companies Act 2006 They have general responsibtlity for taking such steps as are
reasonably open to them to safeguard the assets of the Group and to prevent and detect fraud and
other irregulanties




independent Auditor’s Report to the Members of BFSL Limited

We have audited the financial statements of BFSL Limited for the year ended 30 June 2013 set out on
pages 7 to 49 The financial reporting framework that has been appled in their preparation 1s
applicable law and International Financial Reporting Standards as adopted by the EU (“IFRS") and, as
regards the parent Company financial statements, as applied in accordance with the provisions of the
Companies Act 2006

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 required to state to them in an auditors' report and for no
other purpose To the fullest extent permitted by law, we do not accept or assume responsibility to
anycne 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

As explained more fully in the directors’ responsibilities statement set out on page 5, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true
and farr 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) Those
standards require us to comply with the Auditing Practices Board's (APB's) Ethical Standards for
Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements s provided on the Financial Reporting
Council's web-site at www frc org uk/auditscopeukprivate

Opinion on financial statements

In our opinion

e the financial statements give a true and far view of the state of the Group’s and of the parent
Company's affairs as at 30 June 2013 and of the Group’s profit for the year then ended,

« the group financial statements have been properly prepared in accordance with {FRS as adopted
by the EU,

s the parent Company financial statements have been properly prepared in accordance with IFRS
as adopted by the EU and as applied in accordance with the provisions of the Companies Act
2006, and

e the financial statements have been prepared in accordance with the requrements of the
Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the directors' report for the financial year for which the financial
statements are prepared is consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires
us to report to you if, iIn our opinion

« adequate accounting records have not been kept by the parent Company, or returns adequate for
our audit have not been received from branches not visited by us, or

e the parent Company financial statements are not in agreement with the accounting records and
returns, or

certain disclosures of directors’ remuneration specified by law are not made, or
we have not receved all the information and explanations we require for our audit

— T

Mark Taylor (Senior Statutory Auditor)

for and on behalf of KPMG Audit Plc, Statutory Auditor
Chartered Accountants, 15 Canada Square, London, E14 5GL
Date 1y rovenn- 2013
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Consolidated statement of comprehensive income

Continuing operations

Revenues
Operating expenses
Operating profit

Finance income
Finance costs
Profit before tax

Taxation
Profit from continuing operations

Discontinued operations (net of tax)
Profit for the year

Other items of comprehensive income that may be
subsequently reclassified to profit or loss.
Foreign currency transtation reserve - movement

Comprehensive income for the year

Profit for the year attributable to
Owners of the company
Non-controlling interests

Profit for the year

Comprehensive income for the year attnbutable to

Owners of the company
Non-controlling interests

Comprehensive income for the year

Note

W

27

2013 2012
£000s £000s
445,213 418,215
(353,489)  (332,157)
91,724 86,058
3,695 2,158
(8,357) (6,590)
87,062 81,626
(17,518) (21,659)
69,544 59,967
- 1,697

69,544 61,664
(60) 65
69,484 61,729
69,520 62,002
24 (338)
69,544 61,664
69,460 62,067
24 (338)
69,484 61,729

There I1s no tax attributable to the other items of comprehensive income

The notes on pages 14 to 49 form part of these financial statements




BFSL Limited

Year ended 30 June 2013

Company Registration Number 2706280
Consolidated statement of financial position

2013 2012
Note £000s £000s
ASSETS
Non-current assets
Goodwill 10 23,334 21,634
Other intangible assets 11 22,832 13,611
Property, plant and equipment 12 9,993 9,047
Other investments 275 -
Deferred tax asset 14 7,102 2,271
63,536 46,563
Current assets
inventories 17 1,632 3,568
Trade and other receivables 18 492,203 402,407
Financial assets at fair value through profit and loss 19 4. 563 4,185
Cash and cash equivalents 20 27,649 155 475
525,947 565,635
Total assets 589,483 612,198
EQUITY AND LIABILITIES
Current habilities
Borrowings 21 165,648 174,123
Trade and other payables 22 364,300 408,006
Provisions 23 1,318 -
531,266 582,129
Non-current liabilities
Provisions 23 326 -
326 -
Total lhiabilities 531,592 582,129
Equity
Share capital 28 5,000 5,000
Other reserves 31 (392) -
Retained earnings 3 52,883 + 25,312
Foreign currency translation reserve 31 10 70
Equity attributable to equity helders of Company 57,501 30,382
Non-controlling interests 390 (313)
Total equity 57,891 30,069
Total equity and labilities 589,483 612,198

The financlal statements were approved by the board of directors on g[ Ocﬁ,(,e, Zo|3and signed
on its behalf by

haataa” a'al

AB Lenman
Director

The notes on pages 14 to 49 form part of these financtal statements
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BFSL Limited

Year ended 30 June 2013

Company Registration Number 2706280
Company statement of financial position

Note
ASSETS
Non-current assets
Goodwill 10
Other intangible assets 11
Investments in subsidianes 15
Other investments
Loans Receivable 16
Current assets
Trade and other receivables 18
Total assets
EQUITY AND LIABILITIES
Current habilities
Borrowings 21
Trade and other payables 22
Total habilities
Equity
Share capital 28
Retained earnings 31
Total equity

Total equity and habilities

The financial statements were approved by the board of directors on
on its behalf by

g

AB Lenman
Director

The notes on pages 14 to 49 form part of these financial statements

2013 2012
£000s £000s
2,101 2,101
6,750 6,750

59,856 40,100
275 -
14,730 -
83,712 48,951
330,161 409,168
330,161 409,168
413,873 458,118
165,183 172,844
237,621 270,876
402,804 443,720

5,000 5,000
6,069 9,399

11,069 14,399
413,873 458,119

2l OCEO(Wf 201y and signed
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BFSL Limited
Year ended 30 June 2013

Company statement of changes in equity

At 1 July 2011

Profit for the year
Equity dividends paid

At 30 June 2012

Profit for the year
Equity dividends paid

At 30 June 2013

Share Retained Total equity
capital earnings

£000s £000s £000s
5,000 1,824 6,824

- 57,675 57,575

- (50,000) (50,000)

5,000 9,399 14,399

- 37,670 37,670

- (41,000) (41,000)

5,000 6,069 11,069

The notes on pages 14 to 49 form part of these financial statements
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BFSL Limited
Year ended 30 June 2013
Consolidated statement of cash flows

Profit for the year

Decrease/(increase) In inventories

Increase In trade and other receivables

Decrease In trade and other payables

increase In provisions

Net change In financial asset at fair value through profit
and loss

Finance income

Finance costs

Tax expense

Depreciation of property, plant and equipment
Loss on disposa! of property, plant and equipment
Profit on disposal of subsidiary undertaking
Movements in foreign exchange

Amortisation of intangible assets

Cash generated from operations

Adjustments for

Finance income

Finance costs

Tax pad

Cash inflow from operating activities

Cash flows from investing activities

Additions of property, plant and equipment
Additions of investment property

Additions of intangible assets

Acquisition of subsidiary undertakings, net of cash
acquired

Acguisition of other investments

Purchase of minority interest

Disposal of subsidiary undertakings, net of cash
disposed

Cash (outflow} from investing activities

Cash flows from financing activities

Net (decrease)/increase in asset-based secuntised
financing

Net (decrease) 1n borrowings

Amounts (paid to)/received from group undertakings
Equity dividends paud

Cash (outflow) from financing activities

Cash (outflow)/inflow of cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of the year

The notes on pages 14 to 49 form part of these financial statements

12

Note

— -
P RS B TN

27

11

26

27

29

20

2013 2012
£000s £000s
69,544 61,664
2,036 (2,908)
30,938 577
18,633 121
1,318 -
(378) 2,614
(3,695) (2,158)
8,357 6,590
17,518 21,659
285 604

- 86

- (5,963)

(216) 65
2,644 1,227
146,984 84,178
3,695 2,158
(8,357) (6,590)
(22,795) (20,479)
119,527 59,267
(170) (824)

- (5,648)

(8,319) (908)
(13,098) -
236 -
(637) -

- 4,771
(21,988) (2,609)
(7,661) 6,907
(814) (1,204)
(175,890) 32,308
(41,000) (50,000)
(225,365) (11,989)
(127,826) 44,669
155,475 110,806
27,649 155,475
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Note
Profit for the year
Decrease in trade and other recelvables
{Decrease)/increase In trade and other payables
Dividends received
Finance income
Finance costs
Tax expense
Profit on disposal of subsidiary undertaking
Cash generated from operations

Adjustments for

Finance income

Finance costs

Tax paid

Cash inflow from operating activities

Cash flows from investing activities

Addrtions to subsidiaries

Acquisition of subsidiary undertakings, net of cash 24
acquired

Proceeds from redemption of preference shares

Disposa! of subsidiary undertakings, net of cash

disposed

Dividends received from related parties

Cash inflow from investing activities

Cash flows from financing activities

Net (decrease)/increase In asset-based secuntised financing
Amounts received from/(owed to) group undertakings

Equity dividends paid

Cash (outflow) from financing activities

Cash inflow of cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of the year

The notes on pages 14 to 49 form part of these financial statements
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2013 2012
£000s £000s
37,670 57,575
25,056 3,877
(4,239) 23,930

(32,655) (48,500)
(1,955) (1,171)
7,639 6,645
391 1,780

- (3,905)

31,907 40,231

1,955 1,171
(7,639) (6,645)

(391) (1,780)
25,832 32,977
(5,943) (10,000)

(13,813) -
- 475

- 9,643

32,655 48,500
12,899 48,618
(7,661) 6,907
9,930 (38,502)
(41,000) (50,000)
(38,731) (81,595)
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Notes forming part of the financial statements

1. Accounting Policies

The Group’s significant accounting policies relating to specific financial statement items, together with
a description of the accounting estimates and judgements that were cntical to preparing them, are set
out with the relevant notes Accounting policies that affect the financial statements as a whole are set
out below Accounting policies have been applied consistently to all periods presented in these
consclidated financial statements

The accounting policies of the Company and its subsidiaries are set at a group level by the UK parent
company, BGL Group Limited (“the BGL Group”)

Basis of preparation

BFSL Limited, a company incorporated in England and Wales, {the “Company"), or the “Group” n
relation to the Company and its active subsidiaries, has elected to prepare its financial statements in
accordance with International Financial Reporting Standards and IFRIC interpretations, as adopted by
the European Union (“IFRS"), and the requirements of the Companies Act 2006 The accounting
policies below have been applied consistently to all periods presented in these financial statements

The preparation of financial statements in conformity with IFRS requires the use of certain crnitical
accounting estimates It also requires management to exercise Its judgement In the process of
applying the Group’s accounting policies The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the consolidated financial
statements are disclosed in note 25

The financial statements have been prepared on the going concern basis The directors have
reviewed the budget and cash flow forecasts of the Group and Coempany for a period of not less than
12 months from the date of approving these financial statements and are confident that they show the
Group and Company will have sufficient resources to meet their labilities as they fall due  Accordingly
the directors believe that it remains appropriate to prepare the financial statements on a going concern
basis

ltems included in the financial statements of each of the Group’s entities are measured in the currency
of the primary economic environment in which that entity operates The consclidated financial
statements are stated in sterling, which is the Company’s functional and presentation currency Unless
otherwise noted, the amounts shown In these financial statements are 1n sterling (£000’s)

The directors regard the Group's activities as nsurance Intermediary services, predominantly
insurance broking rather than insurance underwriting

The financial statements have been prepared on the historical cost basis, except for financial assets at
fair value through profit or loss which are stated at fair value

Basis of consolidation

The Group accounts for business combinations using the acquisition method of accounting Al
companies within the Group make up therr accounts to the same date Results of subsidiary
undertakings and branches acquired during the financial year are included in Group statement of
comprehensive income from the effective date on which control passes The separable net assets of
newly acquired subsidiary undertakings and branches are incorporated into the financial statements
on the basis of the fair value to the Group as at the effective date of control Acquired goodwill I1s
capitalised and its subsequent measurement (via annual impairment review) 1s determined based on
the individual circumstances of each business acquired

Subsidiaries are entites controlled by the Group Control exists when the Group has the power,
directly or indirectly, to govern the financial and operating poiicies of an entity so as to obtain benefits
from its activities In assessing control, potential voting nghts that are currently exercisable or
convertible are taken into account The financial statements of subsidiaries are included in the
consolidated financial statements from the date that control commences until the date that control
ceases

14
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Notes forming part of the financial statements

The Group financial statements consolidate those of the Company and its subsidianes Transactions
between Group companies are eliminated on conschdation The parent Company financial statements
present information about the Company as a separate entity and not its group On publishing the
parent Company financial statements here together with the Group financial statements, the Company
Is taking advantage of exemption s408 of the Compames Act 2006 not to present its individual
statement of comprehensive income and related notes

For each business combination, the Group elects to measure any non-controlling interest in the
acquiree at their proportionate share of the acquiree’s identifiable net assets, which are generally at
fair value Changes In the Group's interest in a subsidiary that does not result in a loss of control are
accounted for as transactions with owners in their capacity as owners

Marketing incentives

Marketing incentives and contributtons received from insurers or agents are credited against the
related expenditure incurred by the Group to the extent that the Group 1$ contractually entitled to retain
them without repayment Excess amounts received over expenses incurred are recognised as
deferred iIncome and released to the statement of comprehensive iIncome on a systematic basis over
the contract period

Foreign exchange

Foreign currency transactions are accounted for at the exchange rates prevailing at the date of the
transaction Gains and losses resulting from the settlement of such transactions are recognised in the
statement of comprehensive income

Monetary assets and liabiities denominated in foreign currencies, such as cash held by the Company,
are translated at the year-end exchange rate, with all gains and losses being recognised in the
statement of comprehensive iIncome

The Group has subsidiaries whose functional currency differs to that of the Group's presentational
currency In these cases, revenues, expenses and cash flows of the foreign operations are translated
into the Group's presentation currency at average exchange rates for the year and, assets and
habilities are translated at the year-end exchange rates

Exchange differences ansing from the translation of the net investment in foreign subsidianes are
recegnised In other comprehensive income and presented in the foreign currency translation reserve
within equity On disposal of a foreign entity, such exchange differences are transferred out of this
reserve and are recognised in the statement of comprehensive income as part of the gamn or loss on
sale

Insurance assets and habilities

Insurance brokers act as agents in placing the insurable risks of therr clients with insurers and, as
such, are not liable as principals for amounts ansing from such transactions [n recognition of this
relationship, receivables from insurance broking transactions are not included as an asset of the
Group

Other than the receivable amount for fees and commissions earned on a transaction, which 15
included within trade receivables, no recognitton of the insurance transaction occurs until the Group
receives cash in respect of premiums, at which time a corresponding liability 1s established in favour of
the insurer or the client

In certain circumstances, the Group advances premiums, refunds or claims to insurance underwriters
or chients prior to collection These advances are reflected in the consolidated statement of financial
position as part of trade receivables

Financial instruments

All assets and lhabilittes, with the exception of intangible assets, inventory and prepayments, are
classified as financial instruments
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Financial assets and Liabilities are offset and the net amount presented in the statement of financial
position when, and only when, the Group has a legal right to offset the amounts and intends either to
settle on a net basis or to realise the asset and settle the hability simultaneously

(1) Non-derivative financial assets
The Group initially recognises financial assets on the date that they are ongnated

The Group classifies non-dernvative financial assets as financial assets at far value through profit or
loss or loans and recevables

Financial assets at fair value through profit or loss

A financial asset 15 classified at far value through profit or loss If it 1s classified as held for trading or 1s
designated as such upon initial recognition Financial assets are designated at fair value through profit
or loss If the Group manages such assets and makes decisions based on therr farr value, In
accordance with a documented strategy Financial assets at farr value through profit or loss are
measured at fair value, and changes n fair value are recognised 1n profit or loss

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are not quected in
an active market Such assets are recognised initially at fair value plus any directly attributable
transaction costs Subsequent to initial recognition, loans and receivables are measured at amortised
cost using the effective interest method, less any impairment losses

(n) Non-derivative financial iabilities

All financial habiities are recognised nitially on the trade date, which 1s the date that the Group
becomes a party to the contractual provisions of the instrument The Group derecognises a financial
hability when its contractual obligations are discharged, cancelled or expire

Financial rabilities measured at amortised cost

Such financial llabilities are recegnised intially at fair value plus any directly attributable transaction
costs Subsequent to initial recognition these financial habilities are measured at amortised cost using
the effective interest method

Classification of financial instruments issued by the Company

Financial instruments issued by the Company are treated as equity only to the extent that they meet
the following two conditions

» they include no contractual obligations upon the Company to deliver cash or other financial assets
or to exchange financial assets or financial habilities with another party under conditions that are
potentially unfavourable to the Company, and

+« where the instrument will or may be settled in the Company’s own equity instruments, it is either a
non-denvative that includes no obligation to deliver a variable number of the Company's own
equity instruments or 15 a denvative 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 defimition 1s not met, the proceeds of i1ssue 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

Intra-group financial instruments

Where the Company enters into financial guarantee contracts to guarantee the indebtedness of other
companies within the 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
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hability until such time as it becomes probable that the Company will be required to make a payment
under the guarantee

Dernvative financial instruments and hedging

Dernvatives financial instruments are recognised at far value The gatn or loss on remeasurement to
fair value 1s recognised immediately in profit or loss The Group does not use the hedge accounting
option within IFRS

Put options written over non-controlling interests

The potential cash payments related to put options 1ssued by the Group over the equity of subsidiary
companies are accounted for as financial lhabihties when such options may only be settled by
exchange of a fixed amount of cash or ancother financia! asset for a fixed number of shares in the
subsidiary

The amount that may become payable under the option on exercise I1s initially recognised at farr value
within berrowings with a corresponding charge directly to equity The charge to equity I1s recognised
separately in other reserves The farr value of the put options I1s subsequently measured at each
period end The movement in the fair value 1s recogmised in other reserves The Group receognises Its
best estmate of the amount 1t 1s likely to pay, should these put options be exercised by the non-
controlling interests, as a liability in the balance sheet

On exercise the habiity 1s extinguished, and its related other reserves moved to the non-controlling

Interest reserve The reserve would therefore be extinguished

Future developments

The following pronocuncements may be relevant to the Group but were not effective at 30 June 2013

and have not been applied in prepanng these financial statements

Pronouncement

IFRS 10 Consolidated
Financial Statements

IFRS 11 Joint
Arrangements

IFRS 12 Disclosure of
Interests in Cther Entities

IFRS 13 Farr Value
Measurement

IFRS 7 Financial

Instruments Disclosures

IAS 1 Presentation of
Financial Statements

Nature of change

Replaces the exishng accounting for subsidiaries
and joint ventures It provides a single model to be
applied in the control analysis of investees

Outlines the accounting by entifies that jointly
control an arrangement as classified either by a
Jjoint venture or a joint operation

Contains the disclosure requirements for entities
that have nterests In subsidianes, joint
arrangements, associates and/or unceonsclidated
structured entities

New standard to replace existing guidance on fair
value measurement in different IFRSs with a single
defimtion of fair value, a framework for measuring
far values and disclosures about far value
measurements

Amendment to onginal standard relatng to the

offsetting of financial assets and financial habilities

The amendments require that an entity present
separately the items of OCI that may be
reclassified to profit or foss in the future from those
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that would never be reclassified to profit or loss 2013
They also preserve the existing option to present

the profit or loss and cther comprehensive income

In two statements

IAS 32 Financial The amendments clanfy the offseting criteria, Annual periods
Instruments Presentation  specifically, when an entity currently has a legal nght  beginning on or after
of set off, and when gross settlement i1s equivalentto 1 January 2014
net settlement

IFRS 9 Financial IFRS 9 retans but simplifies the mixed Annual periods
Instruments measurement model and establishes two primary beginning on or
measurement categories for financial assets after 1 January
amortised cost and far value The basis of 2015
classification depends on the entity’'s business
model and the contractual cash flow characteristics
of the financial asset

The BGL Group is assessing the full impact of these accounting changes and to the extent they may
be applicable, none of these pronouncements are expected to cause any material adjustments to the
financial statements

The BGL Group has not chosen to adopt any of the above IFRS standards early

New standards IAS 24 (revised), IFRS 7 (revised) and IAS 1 (revised) were adopted by the BGL
Group during the previous year None of these had a material impact on the amounts recognised In
the financial statements

2. Risk Management

Risks of the Company and its subsidiaries (“the Group”) are managed at a group level by the UK
parent company, BGL Group Limited (“the BGL Group”)

Financial risks

The BGL Group has n place a risk management programme that seeks to identify and imit potential
adverse effects on the financial performance of the Group

The board of directors of BGL Group Limited (“the BGL Board”) reviews 1its nsk appetite annually and
a nsk management framewcrk 1s established Risk is assessed within each area of the business
Risks are entered into a Group-wide recording and monitoring system where controls are also
identified, resulting in a consolidated nisk profile for the BGL Group A quarterly Group-wide risk report
is produced for the Audit Committee

The Audit Committee reviews the implementation of processes for identifying, measunng, managing
and controlling risks and receives and commissions reports in relation to nsk management activities

The BGL Group’s mult-national operations and debt financing expose tt to a variety of financial nsks
that include the effects of changes in debt market prices, faoreign currency exchange rates, credit nsks,
hquidity and interest rates The BGL Group has in place a nsk management program as described
above, using derivative financial instruments where appropriate

The use of derivative financial instruments 1s governed by the BGL Group's policies approved by the
BGL Board, which provide principles on the use of these instruments consistent with the BGL Group’s
nsk management strategy The BGL Group does not use dervative financial instruments for
speculative purposes
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Credit nisk

Credit nisk 15 the nsk that one party to a financial instrument will cause a loss for the other party by
failing to pay its obhgation

Trade receivables

Concentrations of credit nsk with respect to trade receivables are limited due to the Company's and
the Group’s customer base being large and unrelated It 1s the BGL Group's pelicy to write off doubtful
insurance receivables when identified, however due to the time lag in dentifying such balances,
management have provided for £1 1m (2012 £4 7m) against insurance receivables A provision of
£08m (2012 £1 1m) has been made against certam non-insurance receivables Detalls of both
provisions are disclosed in note 18

Of the Company's insurance receivables past due but not yet written off, 10 1% (2012 39 4%) are due
within 30 days, 80 7% (2012 56 9%) are due with 31-60 days and 9 2% (2012 3 7%) are due 1n more
than 60 days The latter category s compnsed substantially of individuals with whom the Company
has entered agreed repayment plans

Short-term deposits

Counter-parties for short-term deposits are subject to pre-approval, and are limited to institutions with
a certain credit rating The amount of exposure to any individual counter party 1s subject to defined
limits Both the acceptable credit rating and exposure limits are reassessed on a regular basis

Details of the credit sk on cash balances 1s given In note 20

Measures taken to monitor these risks include exposure reports to monitor counterparty credit nisk,
review of monthly KPU's relating to recewables write-offs and collection performance

Ligunaity nsk
Liguidity nisk 1s the nisk that any company within the BGL Group will have difficulties in paying its
financial habilities

The BGL Group maintains a mixture of long-term and short-term committed facilities that are designed
to ensure the BGL Group has sufficient available funds for operations The nsk 1s mitigated by a
number of financial and non-financial covenants that BGL Group companies have to comply with

The borrowings of the BGL Group with the BGL Group's main bankers, Lloyds TSB, are secured
through a fixed and floating charge over all of the BGL Group’s assets, including those of the
Company

The Company has also entered into an omnibus guarantee In respect of the debts and habilites
ansing from the loan and overdraft facilities of all the companies within the BGL Group At 30 June
2013 the maximum exposure of these habilities was £nil (2012 £nil)

All barrowings are due for repayment within one year
Measures taken to monitor these risks include a monthly treasury report to the BGL Board, including
twelve-month rolling cash flow forecasts and monitoring agaminst the BGL Group’s existing and

expected future available funding and cash requirements

Market nsk

Market risk 1s the nsk that the farr value or cash flows of a financial instrument will fluctuate due to
changes in market prices Market nisk reflects interest rate nsk, currency risk and other price risks
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Foreign exchange nsk

The Group has operations in France and the Netherlands, and 1s exposed to foreign exchange rsks
with respect to the Euro  The Group also had operations in South Africa up until the point of disposal
in June 2012

The Group’s net assets by currency were

Sterling Rand Euro Total

£000s £000s £000s £000s

Capital 30 June 2013 54,224 38 3,629 57,891
Capital 30 June 2012 32,108 32 {2,069) 30,069

A 10% change n sterling to Rand/Euro foreign exchange rates would have had the following impact
on net assets

10% increase 10% decrease 10% increase 10% decrease

in sterling/rand in sterhing/rand in sterling/euro In sterhngfeuro

rate rate rate rate

Capital 30 June 2013 30 (4) 427 (349)
Capital 30 June 2012 4 (3) (173) 141

Measures taken to monitor these risks include monthly reporting on foreign exchange movements for
relevant currencies and foreign currency net asset exposure, as well as a penodic review of any
requirement to purchase forward foreign exchange contracts to mitigate rnisk

The Company 1s exposed to minimal foreign exchange risk

Interest rate nisk

The Company and the Group has both interest bearing assets and hiabihties

Cash and cash equivalents earn interest prmarly at the rates available in the short-term deposit
markets The Group's borrowings are charged interest exclusively at floating rates Interest on asset-
based secuntised financing 1s charged at a market rate based on commercial paper (that 1s typically
similar to UK Base Rate) plus a fixed premium Interest on sterling-denominated bank borrowings and
amounts payable to and receivable from group undertakings I1s charged at Bank of England base rate
plus a fixed premium The Group Is therefore exposed to interest rate movements

Sensitivity to a 10 basis point negative varniance on the external weighted average interest rate for the
Group and Company for the financial year i1s an approximate £0 03m adverse (2012 £0 22m adverse)
impact on Group and Company profit after tax and net assets There 1s mimimal interest rate nsk on
the group Iinterest bearing assets and habilities as they are under the control of the BGL Group

Measures taken to monitor these risks include a review of consensus forecasts for interest rates and
periodic assessments of the need to hedge vanable rate exposures

The BGL Group regularly reviews this exposure alongside other offsetting financial impacts that could

be expected to anse from interest rate movements, and enters into hedging contracts as it deems
necessary No such contracts were outstanding at year end
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Non-financial risks (this section 1s unaudited)

The BGL Board also identify that in addition to the above, there are a number of non-financial nsks to
be considered

Capital management risk

This 1s the nsk that the BGL Group will not maintain sufficient capital to meet its legal obligations, but
also to take advantage of opportunities as they anse For the purpose of the BGL Group, capital
consists of share capital, retained earnings and other reserves

A number of Group companies are regulated by statutory bodies and, therefore must maintain
adequate regulatory capital

The abtlity to distribute consolidated retained earnings of the BGL Group I1s also restrnicted by the
covenants under funding arrangements with Lloyds TSB Bank These restrictions include minimum
kmits for the BGL Group's consolidated tangible net worth

In order to comply with the above, and manage the nsks around capital, the BGL Group regularly
reviews its capital position to ensure suitable headroom s maintained Quarterly bank covenants are
also prepared and submitted to Lloyds TSB Bank for review

Exposure to risks ansing from insurance contracts

The Group 1s not subject to nsks arising from insurance contracts

Trading risk

The BGL Group 1s continually managing a wide variety of rnisks relating to the markets in which it
operates These include

« nsks relating the general economic environment, which can impact on the overall size of the
markets in which the BGL Group operates, the clams environment and recoverability of premium
recevables,

+ risks ansing from the insurance underwriting cycle, and

*» nsks relating to competitor behaviour and the ability of the BGL Group to react quickly and
effectively to changes in the market place

The above nisks are monitored using the BGL Group’s nsk management framework and through
established levels of management review, from the BGL Board, through to the Executive Board and
business unit executive meetings

Operational nisk

The BGL Group recognises the need to maintain people, organmisational structures, systems and
infrastructure to support current operations and the on-going growth of the business The BGL Group
monitor these rnisks on an on-going basis and has taken specific steps to mitigate dentified risks

Reputational nsk

Reputational risk 1s the risk of adverse publicity arising from the BGL Group's relationships with its
customers, partners, suppliers and regulators Key sources of reputational risk arise arcund direct
interaction with consumers, and the performance of the BGL Group’s affinty partner arrangements
The BGL Group seeks to mimimise reputational risks wherever possible and also manages these rsks
where they anse through established communications and public relations channels

Regulatory risk

Regulatory risk Is the nsk that one of the BGL Group’s regulated entities detalled below will breach the
requirements of its regulator

¢ BISL Limited and ACM ULR Limited are authonsed and regulated by the Financial Conduct
Authority ("FCA"),
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e Minster Law Limited 1s regulated by the Solicitors Regulation Authornty (“SRA”) and authornised
and regulated by the FCA,

e Courtanet SAS Is regulated by the Organisme pour le registre des intermédiares en
assurance (“ORIAS"), and

s Verzekeringssite BV s regulated by the Autoriteit Financiéle Markten ("AFM”)

This nisk 1s mitigated through effective operation of the governance structures described elsewhere in
the Directors Report Management of nisks relating to the BGL Groups interactions with its customers
are devolved to individual operating units with detalled management oversight being provided by a
dedicated complance team

Since November 2011, the sale of insurance through companson sites has been categonsed as
regulated activity Structurally this has imited impact for the Group given that comparethemarket com
has always operated as a trading division of BISL Limited, which 15 a regulated entity

The Legal Aid, Sentencing and Punishment of Offenders Act 2012 also came into effect from April
2013, which includes, success fees and After the Event Insurance premums no longer being
recoverable from defendants, and the ban of payment and receipt of referral fees The potental effect
on the clams management business within the Group has been mitigated as a result of the prevailing
regulatory view that the claims management model operated by the Group remains compliant

The BGL Group continues to review the legal and regulatory environment relating to the claims
management industry and seeks to work proactively to manage nisks to the business in this area
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3. Revenues

Accounting policy

Revenue consists substantially of gross commissions and fees on insurance and other business
transacted, before deduction of the related amounts payable to agents or affinity partners, which are
included in operating expenses Revenue I1s analysed into its constituent components with each
element recognised at fair value upon provision of each service For the intermediary businesses this
Is generally at policy inception and varies depending upon contractual arrangements for the price

comparison website and claims management businesses

The fair value of instalment fees 1s recognised over the period that credit 1s provided to policy holders
using an effective interest rate methodology Commission and fees ansing from midterm amendments

are measured at therr fair value and recognised as these services are provided

For the claims management business, revenue represents fees charged to third parties in respect of
claims management and reporting, and provision of uninsured loss recovery services Credit 1s taken

for fee Income when the Group becomes contractually entitled to it

Commuission 1s recognised when it can be measured with suitable reliabiity and the Greup has
sufficient evidence of their recovery

Where the Group has post placement servicing obligaticns which are not sufficiently covered by future
revenue, a proportion of revenue 1s deferred and recognised in the periods in which these activities

take place

Income from the financial assets at farr value through profit and loss representing trail commission
income, including any changes in the assets value are recognised as part of revenue as earned and
entitlement can be reliably measured

Where the Group receives rental iIncome from operating leases on buildings, this 1s accounted for on a
straight ine basis over the lease term

Brokerage and fee
income
Other iIncome

Continuing Discontinued Consolidated
operations operations position
2013 2012 2013 2012 2013 2012
£000s £000s £000s £000s £000s £000s
445,085 418,215 - - 445,085 418,215
128 - - 10,389 128 10,389
445,213 418,215 - 10,389 445,213 428,604
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4 Operating expenses

Continuing operations Discontinued operations Consolidated position
2013 2012 2013 2012 2013 2012

£000s £000s £000s £000s £000s £000s
Salaries and associated
expenses
- Wages and salanes 2,702 982 - 10,757 2,702 11,739
- Social security costs 64 432 - - 64 432
- Pension Costs (3} - - - 3 -
Impairment charges trade
and other recevables 14,322 20,007 . - 14,322 20,007
Depreciation on property,
plant and equipment -
owned assets 285 27 - 577 285 604
Amortisation of intangible
assets 2,644 1,227 - - 2,644 1,227
Operating lease rentals _ _ . 1,260 ~ 1,260

Auditors fees - fees for the
audit of the Company 32 32 - - 32 32

Auditors fees - fees for the
audit of the Company’s

subsidianes 294 286 - 19 294 305
Foreign exchange
movements 51 322 . 454 51 776

Profit on disposal of
property plant and

equipment A (86) i ) i (86)
Other operating expenses 333,098 308,928 - 942 333,098 309,870
353,489 332,157 - 14,009 353,489 346,166

Other operating costs of the Group include recharges of £227,085,000 (2012 £219,366,000) from the
immediate parent company, BGL Group Limited

Total auditors fees of £326,000 (2012 £337,000) in the above table comprise £322,000 (2012
£314,000) recharged from BGL Group Limited (which are included in the management recharges
described above), £mil (2012 £19,000) incurred by Fusion Outsourcing Services (Pty) Limited, a
subsidiary of the Company based in South Africa, and £4,000 (2012 £4,000) for Courtanet SAS, a
subsidiary of the company based in France

24




BFSL Limited
30 June 2013
Notes forming part of the financial statements

5. Fminance income

Discontinued

Continuing operations operations Consolidated position

2013 2012 2013 2012 2013 2012

£000s £000s £000s £000s £000s £000s

Interest on loans to 3,062 1,686 - - 3,062 1,586
group undertakings

Interest on bank 633 572 - 146 633 718

deposits
3,695 2,158 - 146 3,695 2,304

The above finance Income Is generated from assets held at amortised cost
Interest recevable from group undertakings i1s charged at 5% above the UK base rate

6 Finance costs

2013 2012

£000s £000s

Interest on loans from group undertakings 2,865 2,592
Interest and charges on bank borrowings 5,492 3,998
8,357 6,590

All amounts relate to continuing operations
The above finance cost 1s generated from assets held at amortised cost

Interest payable to group undertakings is charged at a range of 0% to 1% above the UK base rate and
at a range of 1% to 2% above the UK LIBOR rate

Interest on bank borrowings was charged at a range of interest rates as detailled in note 21
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7 Taxation

Accounting policy
Current tax

The current tax expense 1s the expected tax payable based on the taxable profits for the year, after
any adjustments In respect of prior years The rates enacted or substantively enacted at the reporting
date are used to determine the current tax

Deferred tax

Provision 1s made for deferred tax llabilities, or credit taken for deferred tax assets, using the hability
methed on all matenal temporary differences between the tax bases of assets and liabilities and therr
carrying amounts in the consolidated financial statements

Deferred tax assets are recognised for unused tax losses, tax credits and deductible temporary
differences to the extent that it 1s regarded as more lkely than not that they will be recovered
Deferred tax assets and habilities are not discounted

The rates enacted or substantively enacted at the reporting date are used to determine the deferred
tax

2013 2012
£000s £000s
Current tax
UK corporation tax 22 345 21,848
Foreign Tax (81) -
22,264 21,848
Deferred tax
Ongination and reversal of iming differences (4,746) (189)
Tax expense 17,518 21,659
Tax from continuing operations 17,518 21,659
Tax from discontinued operations {excluding gain on
sale) - 792
17,518 22,451

The weighted average rate of tax for the year, based on the UK standard rate of corporation tax and
corporation tax rates applicable in overseas junsdictions, 1s 22 36% (2012 25 35%) The actual tax
charge for the current year and the previous year differs from the weighted average rate for the
reasons set out in the following reconciliation
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2013 2012

£000s £000s
Profit for the penod 69,544 61,664
Total tax expense 17,518 22,451
Profit excluding tax expenses 87,062 84,115
Tax at the weighted average corporate tax rate of
22 36% (2012 25 35%) 19,471 21,323
Effects of
Expenses not deductible for tax purposes (91} -
income not taxable - -
Losses carried forward for which deferred tax 1s not
provided (892) 1,114
UK Corporation tax rate changes 29
Other movements (999) 14
Tax expense 17,518 22,451

Reductions in the UK corporaticn tax rate from 26% to 24% (effective from 1 April 2012) and to 23%
(effective from 1 Apnl 2013) were substantively enacted on 26 March 2012 and 3 July 2012
respectively The change in the tax rate to 23% will reduce the company's future current tax charge
accordingly The deferred tax liability at 30 June 2013 has been calculated based on the rate of 23%
substantively enacted at the balance sheet date

Further reductions to 21% (effective from 1 Apnl 2014) and 20% (effective from 1 April 2015) were
substantively enacted on 2 July 2013 It has not yet been possible to quantify the full anticipated
effect of the further 3% rate reduction, although this will further reduce the company's future current
tax charge and reduce the company's deferred tax liability accordingly

8. Employees

The Group has directly employed staff in France and the Netherlands through its subsidiary
undertakings

Location Avg no of staff Avg no of staff Role

2013 2012
South Africa - 1,424 Call centre direct and support staff
France 26 20 Pnce Comparison services
Netherlands 22 - Pnce Compariscn services

All staff in South Africa relate to discontinued operations in the prior year

The Company's immediate parent, BGL Group Limited, provides all UK personnel services and UK
employee numbers are disclosed In its financial statements

9. Profit for the financial year

The Company has taken advantage of the exemption allowed under Section 408 of the Companies
Act 2006 and has not presented its own statement of comprehensive income in these financial
statements The profit after tax of the parent Company for the year was £37,670,000 (2012
£57,575,000)
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10. Goodwill

Accounting policy

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group's share of
the net identifiable assets of the acquired subsidiary at the acquisition date Goodwill on acquisiion of
subsidianes 1s included n intangible assets and 1s aflocated to the cash generating units ("CGU’s”)
that are expected to benefit from that business combination

Negative goodwill

Where the farr value of the net assets acquired by the Group as part of a business combination
exceeds the farr value of the consideration pard, the gain 1s recognised immediately in the statement of
comprehensive Income

Impairment lesting

Goodwill 1s tested for impairrment whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable, or as 2 mimimum on an annual basis, discounted at a rate of
interest that reflects the inherent nsks, of the CGU to which goodwill relates

Assessment of the recoverable amount for goodwill 1Is made by assessing the asset CGU value in use
and its farr value less costs to sell In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current market assessment
of time value of money and the risks associated with that asset or CGU

The recoverable amount of goodwill derived from the above calculations 1s compared to the carrying
value to determine whether impairment 1s required Any imparment of goodwill 1s not reversed if
performance later improves

Cost and carrying amount Group Company

£000s £000s
At 1 July 2011 and 1 July 2012 21,634 2,101
Additions in the year 1,700 -
At 30 June 2013 23,334 2,101

During the year goodwill arose on the acquisition of Verzekerningssite Further details are provided in
the acquisitions note 0

Recognition and allocation to cash generating units

Of the goodwill held £2,757,000 (2012 £2,757,000) has been allocated to the Courtanet business unit
and £1,700,000 to the Verzekeringssite business umt Remaining goodwill of £18,877,000 (2012
£18,877,000) has been allocated to BISL Limited, the company which incorporates the businesses
acquired

The recoverable amounts of goodwill relating to the relevant CGUs are determined from discounted
cash flow ("DCF") calculations The key assumptions for the DCF calculations are the following

= Profit before tax for the relevant CGU for a 5 year period, including relevant assumptions around
policy volumes and mix (new business and renewals), net rate inflation and acquisition/marketing
costs,
Terminal value of five times year 5 profit before tax, and
A discount rate of 10% to 25% (2012 10%)

The DCF calculations show considerable headroom against the carrying value of goodwill
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11. Other intangible assets

Accounting policy
Brands

Expenditure on brands 1s expensed in the pericd in which it 1s incurred, unless it 1s acquired separately
or as part of a business combination, in which case It 1s capitalised as an intangible asset if it can be
separately identifted and measured In these cases, the useful life of the brand i1s indefinite and its
carrying amount 1s subject to annual imparrment reviews

Computer software and scftware development

Acquired computer software licences are capitalised on the basis of costs to acquire and brning to use
the specific software These costs are amortised using the straight-ine method over therr expected
useful life of 3-5 years

Costs that are directly attributable to the production of identifiable software products controlled by the
Group, and that will probably generate future economic benefits exceeding costs beyond one year, are
recognised as intangible assets These include staff costs directly attributable to development of
Intangible assets These costs are amortised on a systematic basis cver their estimated useful ife

Development expenditure on web sites, where future economic benefits are probable, are capitalised
as Intangible assets to the extent that they relate to application and infrastructure development,
graphical design and content development prior to operation Web site costs that are recognised as
intangible assets are amortised over therr estimated useful Iife of 3 years

Where computer software 1s so integral {¢ iis related hardware that the hardware cannot operate
without it, it 1s accounted for within property, plant and equipment

Where the above requirements cannot be met, costs are expensed

Customer bases

Customer bases (which confer the nght to administer insurance policies for a given period of time) are
recognised as Iintangible assets where the following cntena are met

e The asset 15 dentifiable — 1t 1s capable of being separated or divided from the entity or
otherwise anses from contractual or other legal rights,

* |t s probable that the expected future economic benefits that are attributable fo the asset will
flow to the Group,
The Group has the power to control the future economic benefits attributable to the asset, and
The cost or fair value of the asset can be measured reliably

The Group capitalises customer bases at cost (where separately acquired) or at farr value (where
acquired as part of a business combination), less accumulated amortisation and imparrment losses
where applicable Amortisation 1s recognised on a systematic basis over the penods durnng which the
related economic benefits anse (up to 10 years), taking into account the relevant contractua!
arrangements

Affinity Relationships

Affinity relationships are recognised as intangible assets when the Group has acquired the nght to
control, either directly or jointly with the affinity partner, key aspects of the business relationship such
as pricing, insurer panel selection, product design and marketing, and as a result these nghts confer
direct probable economic benefit to the Group

The Group capitalises the amounts paid at cost less accumulated amortisation Amortisation 1s
recognised on a systematic basis over the periods during which related economic benefits anse,
usually the length of the onginal contract The carrying value of the asset i1s tested annually for
Impairment
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Impairment

Intangible assets are reviewed for imparrment losses whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable An impairment ioss 1S recognised for the
amount by which the carrying amount of the asset exceeds its recoverable amount, which is the higher
of an asset's net seiling price and value in use For the purposes of assessing impairment, assets are
grouped at the lowest levels for which there are separately identifiable cash flows

Group Company
Brands Customer Affinity  Software Total Brands
contracts  relation-
ship

Cost £000s £000s £000s £000s £000s £000s
At 1 July 2011 6,750 5,956 2,500 1,347 16,553 6,750
Additions - - - 968 968 -
Effect of movements - - - (190) (180) -
In exchange rates
At 30 June 2012 6,750 5,956 2,500 2,125 17,331 6,750
Acquisition through 78 780 - 3,851 4,709 -
business
combination
Additions - 399 6,000 1,920 8,319 -
Effect of movements - - - 232 232 -
in exchange rates
At 30 June 2013 6,828 7,135 8,500 8,128 30,591 6,750
Amortisation
At 1 July 2011 - (1,240) (250) (1,133) {2,623) -
Amortisation - (555) (500) (172) {1,227) -
Effect of movements - - - 130 130 -
In exchange rates
At 30 June 2012 - (1,795) (750) (1,175) {3,720) -
Acquisition through - - - {1,304) (1,304) -
business
combination
Amortisation - (698) (1,700) (248) (2,644) -
Effect of movements - - - {91) (91} -
In exchange rates
At 30 June 2013 - (2,493) (2,450) (2,816) {7,759) -
Net book value
At 30 June 2013 6,828 4,642 6,050 5,312 22,832 6,750
At 30 June 2012 6,750 4,161 1,750 950 13,611 6,750

There are no commitments to purchase intangible assets at the reporting date
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With a carrying value of £6,750,000, brands are deemed to have an indefinite life as they are expected
to have a value in use that does not ercde or become obsolete over time Consequently they are not
amortised but annually tested for impairment

All additions to software development relate to internally developed software, and all additions to
customer bases and affinity relationships has been acquired separately

Durning the year, the Group acquired the contractual nghts to manage the an affinity partner book over
5 years As this will lead to enhanced future income streams the cost of acquisition was capitalised as
an intangible asset The carrying value of this asset at 30 June 2013 amounted to £4,800,000

There has been no impairment dunng the year

12. Property, plant and equipment

Accounting policy

Property, plant and equipment are included in the statement of financial position at cost less
accumulated depreciation and impairment

Depreciation Is provided to write off the cost less estimated residual values of ali property, plant and
equipment evenly over their expected useful economic lives It i1s calculated at the following annual
rates

Computer equipment - 20 - 25% per annum
Office furniture and equipment - 20% per annum

Fixtures and fittings - Qver the term of the lease
Motor vehicles - 25% per annum

Buildings - 4% per annum

Depreciation 1s not provided for on freehold land or assets under construction, which are stated at
cost

Impairment reviews are carried out by the Group on a regular basis If the carrying value of an asset is
greater than the recoverable amount, the carrying value 1s reduced through a charge to the statement
of comprehensive income in the year of impairment

Leasehold improvements are included within fixtures and fittings
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During the previous year, the Group transferred the book value of investment property to property
plant and equipment as it was brought into use in June 2012 within the Group

The Group has adopted a cost model when valuing the building Depreciation of £252,431 (2012
£4.073) has been charged on the property this year

There were capital commitments to purchase mvestment property of £mil (2012 £123,279) at the
reporting date

All assets are pledged as secunty for the Group borrowings (see note 21)

13. Investment property

Accounting policy

investment property 1s property in the course of development which was held for future use
Investment property 1s measured at cost with depreciation recognised through the profit and loss over
the fife of the asset

Depreciation 1s not provided on freehold land or assets under construction

Land Office Total
buildings
£000s £000s £000s
Cost
At 1 July 2011 2,768 695 3,463
Additions 149 5,499 5,648
Transfer to property, plant and equipment (2,917) {6,194) (9,111)
At 30 June 2012 and 30 June 2013 - - -
Depreciation
At 1 July 2011 - (211) (211)
Transfer to property, plant and equipment - 211 211

At 30 June 2012 and 30 June 2013 - - -

Net book value

At 30 June 2012 and 30 June 2013 - - -

The Investment property was brought into use in June 2012 within the Group and has therefore been
transferred to property, plant and equipment

The far value of the investment property was deemed the same as the costs incurred in the
construction of the property

Capitalised borrowing costs of £nil (2012 £30,827) were included in additions during the period
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14 Deferred tax

Property, plant and equipment
Other temporary differences

Deferred tax asset

Deferred tax asset at start of the year
Deferred tax (hability) on acquisition
Deferred tax (habilty) on discontinued
coperations

Deferred tax asset/{(llability) on
retranslation

Deferred tax credit/(debit} to the income
statement

Deferred tax asset at the end of the
year

Group Company
2013 2012 2013 2012
£000s £000s £000s £000s
(36) (27) - -
7,138 2,298 - -
7,102 2,271 - -
2,271 3,451 - 3580
(203) - - -
- (1,166) - -
288 (203) - -
4,746 189 - (390)
7,102 2,271 - -

Deferred tax relates to property, plant and equipment, provisions and to overseas tax losses
accumulated, and has been charged directly to the statement of comprehensive income

Detalls of movements in deferred tax

At 1 July 2011
Recognised in iIncome

On discontinued operations
Retranslation

At 30 June 2012

Recognised In iIncome
On acquisition of company
Retranslation

At 30 June 2013

Property, Other Deferred
plantand temporary  tax hiability
equipment differences ! (asset)
£000s £000s £000s

- 3.451 3,451

(27) 216 189

- (1,168) (1,166)

- (203) (203)

(27) 2,298 2,271

(9) 4,755 4746

- {203) (203)

- 288 288

(36) 7,138 7,102
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15. Investments in subsidiaries

Accounting policy

in the Company's statement of financial position, investments in subsidiaries are valued at cost less

provisicn for impaiwrment

impairment 1s measured based on the present value of expected future cash flows of the subsidiary
When a subsidiary I1s considered to be impaired, the statement of comprehensive income 1s charged
with the difference between the carrying value and the estimated recoverable amount Reversals of
impairments are only recognised where the decrease in the mpairment can be objectively related to

an event occurring after the write down

Company

Cost

At 1 July 2011
Additions
Disposals

At 1 July 2012
Additions

At 30 June 2013

Aggregate impairment loss
At 30 June 2012 and 30 June 2013

Carrying amount
At 30 June 2013

At 30 June 2012

£000s

43,785
10,000
(251)

T 53534
19,756
73,290

{13,434)

59,856

40,100

The addition to investments during the year i1s In respect of the purchase of Verzekeringssite BV

{£3,780,000), Minster Law Limited {£11,368,000) and Courtanet SAS (£4,608,000)

see note O

For further details

The following were the principal subsidiary undertakings of the Company at the end of the year and
have all been included in the consolidated financial statements

Name

BISL Limited

ACM ULR Limited

Bakewell Property Development Limited
Courtanet SAS (incorporated in France)
BGL Direct Life Limited

Acquired during the year
Verzekenngssite BV (incorporated in the
Netherlands)

Minster Law Limited

All subsidianes were incorporated in England and Wales unfess otherwise stated
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Proportion of ordinary

share capital held

2013
100%
100%
100%
100%
100%

85%
100%

2012
100%
100%
100%
85%

100%

nil
nil

Nature of Business

Insurance intermediary
Claims management
Property management
Price comparison
Insurance intermediary

Price companson
Solicitors
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16. Loans receivable

Company loans recewvable of £14,730,000 (2012 E£nil) represents a long-term loan made to a
subsidiary Courtanet SAS and 1s therefore unrated The loan attracts interest at Eunbor base rate
plus 2% and I1s payable monthly The loan capital s repayable by 31 December 2020 The loan has
been fully serviced during the pericd and management belteve it fully recoverable

17. Inventones

Accounting policy

Inventories are measured at the lower of cost and net realisable value The cost of inventones Is
based on the average cost principle, and includes expenditure incurred in acquiring the inventories,
production or conversion costs and other costs incurred in bringing them to their existing location and
condition

Net realisable value 1s the estimated selling price in the ordinary course of business, less costs to sell

Group
2013 2012
£ £
Finished goods 1,632 3,568

Finished goods relates to inventory held for a customer reward scheme During the year, costs were
recognised In operating expenses as goods were dispatched No items of inventory have been written
down in the year

18. Trade and other receivables

Accounting policy
Prepaid comnusstons

Where the Group pays certain amounts to partners under long-term business relationships, the
benefits of which will be realised over future accounting periods, these amounts are disclosed in trade
and other recewvables and are charged to operating expenses in the statement of comprehensive
Income on a systematic basis over the periods dunng which the benefits are expected to accrue The
carrying value of prepaid commission assets are tested annually for impairment

Doubtful recervables

Group policy 1s to write off doubtful insurance recewvables shortly after \dentification and then credit
any recovered amounts to the statement of comprehensive income when funds are recewved
Recoverability of non-insurance related receivables and financial assets are assessed on a case by
case basis and provisions are recognised wheare appropnate
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Group Company

2013 2012 2013 2012

£000s £000s £000s £000s

Trade receivables 348,290 297,761 249,295 276,182

Amounts due from related 67,727 44,028 79,310 132,986

undertakings

Other receivables at farr value 16,000 16,000 - -
through profit or loss

Qther receivables 10,066 3,926 - -

Corporate tax recewvable 1,066 434 - -

Accrued Income 35,487 23,872 - -

Prepayments 13,567 16,286 1,556 -

492,203 402,407 330,161 409,168

Trade recewables of £nil (2012 £929,000), accrued income of £ml (2012 £nil), prepayments and
accrued income of approximately £1,635,000 (2012 £6,668,000) and other receiwables at far value
through profit or loss of £16,000,000 (2012 £16,000,000) are forecast to be received under agreed
collection arrangements or recognised in the statement of comprehensive income after more than 12
months from the reporting date All other amounts fall due for payment within one year

Trade recewvables include a total provision of £1,678,000 (2012 £5,786,000), of which £455,000
(2012 £1,114,000) are against non-insurance related receivables

Trade recevables include £mil (2012 £5,423,000) of accrued consideration n relation to the sale of
discontinued operations (see note 27 for details)

Certain trade receivables subject to instalment collection arrangements have been securitised See
note 21 for further details

Other receiwvables at fair value through profit or loss of £16,000,000 (2012 £16,000,000) represent
recevables from specific affinity partners These assets are designated Level 3 Farr Values by IFRS 7
since they are measured using valuation techniques for which significant inputs are not based on
market observable data The far value assessment was undertaken by taking in to account the most
likely expected cash flows due at the end of the contract, and then applying a 10% prudency margin to
take into account possible downgrade risk as assessed by management modelling A further discount
of 0 95% (2012 0 95%) was then applied to take account of the time value of money

There has been no change in carrying value dunng the financial year

Trade debtors included long term contract debtors of £73,952,000 {2012 nil) These long term
contract debtors are held as secunty for other loans held by the group

Unbilled disbursements are disclosed net in the financial statements At 30 June 2013 £5,042,000
(2012 ni) remained unpaid The disbursements became payable, and hence recoverable, If the case
IS won

Long term contract balances relate to work done with major insurance companies, and as such there
1s signuficant certainty around the successful settlement and recoverability of these amounts

All other trade and other recewvables, with the exception of prepayments, have been classified as
loans and receivables
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19. Financial assets at fair value through profit or loss

Of the financial assets at fair value through profit or loss, £4,563,000 (2012 £4,185,000) represents
the fair value of total trall commission receivable from a product provider where no subsequent
servicing obligations exist under the contract

These assets are designated Level 3 farr values under IFRS 7 since they are measured using
valuation techniques for which significant inputs are not based on market observable data

The fair value assessment was undertaken by taking into account the total contractual commission
entitiement per policy sold and applying lapse rates based on historical observed metrics A further
discount factor of 5% was then applied to take account of the time value of money The following table
sets for a reconciliation of opening and clesing balances for these assets

Group

2013 2012

£000s £000s

Brought Forward 4,185 6,799
Purchases 4,257 5,600
Lapses 967 (3,701}
Settlements (4.846) (4,513)
Carry Forward 4,563 4,185

The net credit to revenue 1n 2013 was £378,000 (2012 debit £2,614,000)

20. Cash and cash equivalents

Accounting policy

Cash and cash equivalents consist of cash at banks and in hand, deposits held at call with banks,
treasury bills and other short-term highly liquid investments with less than 90 days maturity from the
date of acquisition

For the purposes of the cash flow statement, cash and cash equivalents may also include bank
overdrafts, which are included within borrowings on the statement of financial position

Restricted cash are cash or cash equivalents set aside for a specific purpose due to them being erther
notionally or legally “ring-fenced” The Group considers the nature of any restrictions in order to
identify whether the deposit can be classtfied as a cash or cash equivalent

2013 2012

£000s £000s

Restricted cash and cash equivalents 750 4,000
Cash and cash equivalents 26,899 151,475
27,649 155,475

BISL Limited operates a South African Rand bank account with a balance of £273,922 (2012
£32,209) at the reporting date

Courtanet SAS operate a Euro bank account with a balance of £500,000 (2012 £15,000) at the year
end
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All of the cash held 1s classified as a loan and receivable

The carrying amount of these assets approximates their fair value

Restricted cash and cash equivalents 1s in respect of collateral held as part of a customer contract
The corresponding payable 1s included n trade payables (2013 £nil, 2012 £3,250,000) and other
payables (2013 £750,000, 2012 £750,000)

All cash in the Company s unrestricted

Counterparties are subject to pre-approval and are imited to institutions with a certain credit rating
The amount of exposure to any individual counterparty 1s subject to hmits, which are reassessed
regularly

Credit ratings of counterparties to cash and cash equivalents of the Group are detalled below Ratings
were obtained from Standard & Poor's

2013 2012

£000s £000s

AA - -
AA- - 60,090
A+ - -
A 27,649 95,385
Not rated - -
27,649 155,475

21. Borrowings

Accounting policy

Borrowings are classified as current habilities unless the Group has an unconditional nght to defer
settiement of the hability for at least 12 months after the reporting date

Borrowings are stated at amortised cost

Group Company
2013 2012 2013 2012
£000s £000s £000s £000s
Current
Bank loans and overdrafts due
within
one year or on demand
Bank overdraft secured 109 112 - -
Bank loans secured 356 1,167 - -
Asset-based securitised financing 165,183 172,844 165,183 172,844
165,648 174,123 165,183 172,844

Asset-based secuntised financing 1s secured on certain instalment debtors disclosed in trade and
other recewvables The amount of receivables on which the financing 1S secured varies depending
upon concentration percentages prescribed under the agreement with the finance company
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In additicn to the asset-based securtised financing described above, the Group has substantial
available but undrawn borrowing facilites that are subject to review during the 2015 financial year
These facilities comprise a £200 million securitisation facility (reduced to £190 million in July 2013)
maturing August 2014

The bank loans and overdraft classified as current are secured by a fixed and floating charge over all
the assets

Bank loans are denominated in Sterling (2012 Sterling), and bear interest based on bank base rate
and LIBOR

All of the above have been classified as financial liabihties measured at amortised cost

The effective interest rates at the reporting dates were as follows

2013 2012

Bank overdraft secured 125% 125%

Bank loans secured 188% 171%

Asset-based secuntised financing 2 29% 2 15%

22 Trade and other payables
Group Company

2013 2012 2013 2012

£000s £000s £000s £000s

Trade creditors 156,171 134,936 - -

Amounts owed to related 177,728 244 976 217,817 246 833
undertakings

Other creditors 2,140 1,805 267 107

Accruals and deferred income 28,261 26,289 19,537 23,936

364,300 408,006 237,621 270,876

All of the above have been classified as financial habilities measured at amortised cost

23. Provisions

Accounting policy
Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of
past events, it 1s probable that an outflow of resources embedying economic benefits will be required
to settle the obligation, and a reliable estimate of the amount of the obligation can be made The
Group recognises a provision for onerous contracts when the expected benefits to be denved from a
contract are less than the unavoidable costs of meeting the obligations under the contract

Dilapidations provisions

The Group recognises a provision for the estimated costs for dilapidations that may become payable
under the terms of current leasehold property contracts at the end of the lease The costs are accrued
over the life of the lease and reassessed each year
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Dilapidations Claw back Total

provisions

£000s £000s
At 1 July 2011 and 30 June 2012 - - -
Transfer of provision - 813 813
Increase on acquisition of subsidiary 326 - 326
Increase In provision - 3,789 3,789
Amounts paid - (3,284) (3,284)
As at 30 June 2013 326 1,318 1,644
Current provisions - 1,318 1,318
Nan-current provisions 326 - 326
At 30 June 2013 326 1,318 1,644

The above claw back provisions relate to an estimation of the insurer claw back of commission
following the lapse of policies reccgnised as income over the period The key assumption In this
accounting estimate is the future lapse rate

24. Financial instruments
The directors are of the opinion that carrying value approximates to the farr value The carrying value
of financial assets at the reporting date represents the maximum credit exposure

25 Critical accounting judgements and key sources of estimation uncertainty
Critical judgements 1n applying the Group's accounting policies
Other than as indicated in the notes to the financial statements, no judgements have been made by
the management that have significant effect on the amounts recognised in the financial statements
Key sources of estimation uncertainty

Other than as indicated in the notes to the financial statements, management considers that there
have been no key sources of estimation uncertainty at the reporting date that had a significant nsk of
material adjustment to the carrying amount of assets and habiliies within the next financial year
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26. Acquisitions

On 25 July 2012, BFSL Limited acquired 85% of the share capital of the Netherlands price comparison
company Verzekerningssite BV

Consideration £000s €,000
Cash 2,444 3,110
Total consideration 2,444 3,110

Provisional fair values of assets and liabilities

acquired

Intangible assets 1,430 1,820
Fixed assets 23 29
Trade and cther recewvables 406 516
Cash and cash equivalents o8 125
Trade and other payzables (668) (850)
Deferred Tax Liability (414) (527)
Total B75 1,113
Non-controlling interest (131) {167)
Goodwill 1,700 2,164
Total 2,444 3,110

Goodwill was recognised on the purchase of Verzekeringssite BV and 1s made up of the knowhow and
relationships built by Verzekeringssite BV prior to its purchase by the Group None of the goodwill 1s
deductible for tax purposes

The Group Incurred acquisition costs of £120,000 relating to legal fees and due diligence costs that
are included in administrative expenses

The farr value of the acquired identified intangible assets 1s £1,430,000

The farr value and gross contractual amount of trade and other recewvables 1s £406,000 £MNil 1s
expected to be uncollectible

Non-controling interest in Verzekeringssite BV of £168,000 was calculated as 15% of the net assets
recognised in Verzekeringssite BV

The revenue included in the consolidated statement of comprehensive income since 25 July 2012
contributed by Verzekenngssite BV was £1,091,000 Verzekeringssite BV also contributed profit of
£622 000 over the same perod

Had Verzekeringssite BV been consolidated from 1 July 2012, the consolidated statement of income
would show revenue of £446,403,000 and profit of £86,383,000
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On 28 June 2013, BFSL Limited acquired 100% of the share caprtal of the UK solicitor company
Minster Law Limited

Consideration £000s
Cash 11,368
Total consideration 11,368

Provisional fair values of assets and liabilities

acquired

Intangible assets 1,874
Fixed assets 1,028
Trade and other receivables 96,905
Cash and cash equivalents 616
Trade and other payables (89,155)
Total 11,368

Non-controlling interest -
Goodwill -

Total 11,368

The Group incurred acquisition costs of £nil
No farr value adjustments have been made
There are no separable intangible assets for which any value has been subscribed

The far value and gross contractual amount of trade and other receivables 1s £96,905,000 £Nil s
expected to be uncollectible

Minster Law Limited and the Group have a pre-existing frading relationship  This amounted to
£39,851,000 of revenue for the Group In the year

Had Minster Law Limited been consolidated from 1 July 2012, the consolidated statement of income
would show revenue of £547,352,000 and profit of £86,463,000
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27. Discontinued operations
On 21 June 2012 BFSL Limited sold Fusion Outsourcing Services (Pty) Limited (South Africa),

Note 2012
£000s
Results of discontinued operation
Revenue 3 10,389
Expenses 4 (14,009)
Finance income 5 146
Results from operating activities {3,474)
Taxation 7 (792)
Results from operating activities, net of income tax (4,266)
Gain on sale of discontinued operation 5,963
Profit/(loss) for the period 1,697
2012
Cash flows from (used 1n) discontinued operation
Net cash used in operating activities -
Net cash from/(used in) iInvesting activities 4,771
Net cash from financing activities -
Net cash from/{used in) discontinuing operation 4,771
Note 2012
£000s
Effect of dispasal on the financial position of the Group
Property, plant and equipment 12 (2,126)
Trade and other recewvables (2,539)
Cash and cash equivalents (229)
Trade and other payables 1,300
Net assets (3,594)
Total consideration
Consideration received, satisfied in cash 5,000
Cost of disposal (866)
Accrued consideration in 2012 now paid 5423
9,557
Consideration received, satisfied in cash 5,000
Cash and cash equivalents disposed of (229)
Net cash inflow 4,771
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28 Share capital

Authornised Allotted, calted up and
fully paid
2013 2012 2013 2012
£ £ £ £
Ordinary shares of £1 each 5,000,000 5,000,000 5,000,000 5,000,000

The Company has one class of ordinary shares which all have equal voting and dividend nights

29, Dwvidends

Accounting policy

Dividends on equity instruments that are declared and paid in an accounting period are recognised In
that accounting penod Dividends are not a liability until such time as they are declared and approved
by the board of directors

The Company paid the fcllowing dividends during the financial year

e £460 per share on 28 September 2012, of which £21 275,000 was paid to BGL Group Limited
and £1,725 000 to minonty sharehclders, and

e £360 per share on 21 December 2012, of which £16,650,000 was paid to BGL Group Limited
and £1,350,000 to minonty shareholders

The Company paid the following dividends during the financial year ended 30 June 2012

e £2 B0 per share on 8 September 2011, of which £12,950,000 was paid to BGL Group Limited and
£1,050,000 to minorty shareholders, and

* £3 20 per share on 19 December 2011, of which £14,800,000 was paid to BGL Group Limited and
£1,200,000 to minority shareholders, and

» £4 00 per share on 10 Apni 2012, of which £18,500,000 was paid to BGL Group Limited and
£1,500,000 to minority shareholders

30. Contingent liability

The Company has entered into an omnibus guarantee in respect of the debts and liabilities ansing
from the loan and overdraft faciities of BGL Group Limited and all the companies within the BFSL
Limited group At 30 June 2013 the maximum exposure to these habibties was £mil (2012 £nil)

31. Reserves
Other reserves of £392,000 (debit) relate to the recognition of a put option hability over minority
interest shares in Verzekenngssite BV

Certain restnctions are placed on the ability of the Group to distnbute its consolidated retained
earnings as detailed below
Financial covenants

The ability to distrbute consolidated retained earnings of the Group 1s restricted by the covenants
under funding arrangements with Lloyds TSB Bank These restrictons include minimum limits for the
Group’s consolidated tangible net worth
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Foreign currency translation reserve

Foreign currency transactions are accounted for at the exchange rates prevailing at the date of the
transaction Gains and losses resulting from the settlement of such transactions are recognised in the
statement of comprehensive income

Monetary assets and habiiities denominated in foreign currencies, such as cash held by the Company,
are translated at the year-end exchange rate, with all gains and losses being recognised in the
statement of comprehensive Income

The Group has subsidiaries whose functional currency differs to that of the Group's presentational
currency In these cases, revenues, expenses and cash flows of the foreign operations are translated
Into the Group’s presentation currency at average exchange rates for the year and, assets and
abilities are translated at the year-end exchange rates

Exchange differences ansing from the translation of the net investment in foreign subsidiaries are
recognised In other comprehensive income and presented in the foreign currency translation reserve
within equity On disposal of a foreign entity, such exchange differences are transferred out of this
reserve and are recognised In the statement of comprehensive income as part of the gain or loss on
sale

32. Commitments under operating leases

Accounting policy

Leases other than finance leases are treated as operating leases Their annual rentals are charged to
the statement of comprehensive income on a straight-line basis over the term of the lease

All incentives for the agreement of a new or renewed operating lease are recegnised as part of net
consideration, rrespective of nature, form, or tming of payments The aggregate benefit of incentives
15 recognised as a reduction of rental expense over the lease term on a straight-ine basis

At the year end, the Group had total future minimum lease payments under non-cancellable operating
leases as set out below

2012 2012

£000s £000s

Within one year 1,094 111
One to five years 4,149 425
More than five years 607 323
5,850 859

Operating lease commitment relates to the buildings occupied by Minster Law in York and Wakefield
and the building occupied by Courtanet SAS in Paris  The leases on which expires in 2019 and 2020
respectively

33. Related party transactions

Transactions between Group companies, which are related parties, have been eliminated on
consolidation Transactions between the Company and its subsidianes and associates are disclosed
below All intercompany transactions are charged at a rate comparable to prevailing market rates
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The following related parties have been identified with respect to the Group

» BGL Group Limited Immediate parent company
¢ Budget Insurance Company Limited Fellow subsidiary of BGL Group Limited
s Coral Underwnting Limited fellow subsidiary

The following related parties have been identified with respect to the Company

BISL Limited subsidiary undertaking

Fusion Contact Centre Services Limited subsidiary undertaking
ACM ULR Limited subsidiary undertaking

Bakewell Property Development Limited subsidiary undertaking
Budget Retail Limited subsidiary undertaking

Courtanet SAS subsidiary undertaking

Budget Insurance Company Limited fellow subsidiary

Coral Underwriting Limited fellow subsidiary

BGL Group Limited immediate parent company

BGL Dwect Life Limited subsidiary undertaking
Verzekeringssite BV subsidiary undertaking

Minster Law Limited subsidiary undertaking

The Company acquired the entire share capital of Minster Law Limited on 28 June 2013 Any
transactions between the Company and Minster Law before this date 1s not considered a related party
transaction and accordingly not disclosed in this note Balances between the Company and Minster
Law existing at 30 June 2013 have been disclosed accordingly as related party balances

Related party balances

Group

2013 2012
£000s £000s
BGL Group Limited 67,727 44,028
BGL Group Limited (168,490) (244,977)
Budget Insurance Company Limited {9,180) -
Coral Underwriting Limited (58) -
(110,001) {200,949)

Company
2013 2012
£000s £000s
Bakewell Property Development Limited - 8,017
ACM ULR Limited 76,520 51,892
BGL Group Limited (100,570) {244,977)
BISL Limited {116,046) 68,752
Fusion Contact Centre Services Limited - (659)
Budget Retail Limited (1,188) (1,188)
Courtanet SAS 15,401 4,325
BGL Direct Life Limited 2,102 -
Verzekeringssite BV 17 -
Other doermant subsidiaries (13) (13)
(123,777) {113,847)
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Related party transactions

Group
2013 2012

£000s £000s
Interest receivable / (payable)
BGL Group Limited 3,062 2,592
BGL Group Limited (2,865) (1,586)
Dividends paid
BGL Group Limited (37,925) (46,250)
Minonty interests (3,075) (3,750)
Management and other charges payable (net}
BGL Group Limited (227,085) (219,366)

Company
2013 2012

£000s £000s
interest receivable/(payable)
Fusion Qutsourcing Services (Pty) Limited - 26
Bakewell Property Development Limited {(117) 61
ACM ULR Limited (871) 641
BISL Limited (302) 61
BGL Group Limited 2,865 (2,424)
Fusion Contact Centre Services Limited - (2)
Courtanet SAS (654) 154
BGL Direct Life Lirmited (12) -
Dividends received
ACM ULR Limited 8,000 16,500
BISL Limited 24,000 32,000
Fusion Contact Centre Services Limited 655 -
Dividends paid
BGL Group Limited (37.925) (46,250)
Minonity interests (3,075) {3,750)
Management and other charges
receivable/(payable)
BGL Group Limited (944) (1)
BISL Limited (35,433) (40,739)

Directors’ emoluments and interests

None of the directors were remunerated primarly for therr services to the Company, and it 1s not
possible to determine the proportion of remuneration which relates to this company The directors are
employed by BGL Group Limited, the parent company, and the emoluments are disclosed within the
financial statements of that company
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Director's interests in the shares of the Company are as follows

2013 2012

£ £

S Klinkert 125,000 125,000
PA Winslow CBE 250,000 250,000

34 Events after the reporting date

There have been no events since the reporting date that matenally affect the position of the Company
or Group

35. Ultimate and immediate helding company

The Company 1s a subsidiary undertaking of BGL Group Limited which i1s a company incorporated in
England and Wales The uitimate controling party 1s Budget Holdings Limited

The largest group in which the results of the Company are consolidated 1s that headed by Budget
Holdings Limited The smallest group in which they are consolidated 1s that headed by the Company,
which 15 incorporated in England and Wales The results of the Company are also included in the
consolidated financial statements of BGL Group Limited

The consolidated financial statements of BGL Group Limited are available to the public and may be
obtained from BGL Group Limited, Pegasus House, Bakewell Road, Orton Southgate, Peterborough,
PE2 6YS The consolidated financial statements of Budget Holdings Limited are not available to the
public
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