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Broker Network Holdings Pic, trading as Broker
Network Group, 15 the parent company of 4 frading
businesses -

+  Broker Network Limited

+  Broker Network Insurance Brokers
+ Broker Network London Markets

+  TL Risk Solutions

Our overnding objechve 1s to use our strong
commercial awareness, significont vaned expenence
and innavative thinking fo debver valuable brands
products and services that make the Iife of the

end customer insurance broker and insurer more
producthive and proftable

We work 1in partnership with many of the UK s leading
Insurers to deliver insurance products and sarvices to
UK businesses

Across the Group we employ over 350 people, over 23
locations We have a total annual premium income

of approximately £450 milion with 168 Members We
have made 20 acquisihons since isting an AIM in May
2004, and we currently have a market capitalisation
approaching £60 million

Our Businesses
Broker Network Limited (BNL)

Broker Network 1s the trading name of Broker Network
Lirmited It 1s the UK's largest nefwork of independent
commerctal insurance brokers with a Membership of
168 brokers

Broker Network negohates centrally with insurers or
wholesale intermedianes using the full combined
weight of the Members and Members can place
business via these facilities

In addihon, Broker Network provides Members with
an extensive range of business support services
including marketing, comphance, IT, froning and
human resource management
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Broker Network Limited (BNL)

BNIB 15 our thrnving retall arm of community insurance
brokers acguired from both within and without
Membership

It was established in 2004 to support Broker Network s
proposition for Members contemplating retrement

Members who have sold therr businesses o Broker
Network benefit from a flexible deal structure and
retain thelr company name, existing employees and
often premises

TL Risk Solutions Limited (TLRS)

TL Risk Solutions I1s a leading provider of nsk
management, heatthcare and insurance advice to
businesses and private indmduals across the UK

The business currently has some 4 000 corporate
chents and over 18,000 private chents and Iits
principal focus s on mid-sized corporate businesses
in the UK and mid to high net worth prnvate
individuals The company places over £50 million GWP
into the general nsurance and healthcare markets

Established onginally as the insurance broking arm of
the Towry Law Group in 1965, 1t was sold to the Broker
Network Group on 1 July 2006

Broker Network London Markets Limited (BNLM)

BNLM 1s the trading name of London Broking Services
Limited and was established to provide Members with
access fo Lioyds and London markets for msuring
chents involved in specialist or igh-risk activities

Through BNLM, Broker Network was the first network to
receve full accreditation as a Lloyd's broker

Financial Performaonce
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TURNOVER OPERATING PROFIT

Yeaor on year, Broker Network Group has increased
turnover, profit and earnings per share performing
ahead of market expectatons
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OurVision

+  To maintain our posiion as the number one
Network for independent insurance brokers

- Toreach a Membership of 500 brokers by 2015
+  To be a top ten insurance broker in the UK

To have a tofal annual premium ncome of £1 5
bilion

The sector 15 strong and we are working o make 1t
aeven stronger

It's about the future It's about growth and success for
you our shareholders and therefore for us - because
we only win when you do
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Financial Highights

+ Turnover increased by 86 % to £23 26 millon (2006
£12 54 milion)

* Operating profit up 147% at £5 15 rmullion (2006
$£2 09 milion)

+ Profit before tax and goodwill amortisation up 100%
at £6 53 mitlion (2006 £3 26 milkon)

+ Group operating margin before amortisation 29 5%
(2006 23 5%)

* Fully diluted earmings per share up 98% at 20 33p
(2006 10 27p)

* Dividend payment of 1 20p per share (2006 1 00p)

Operational Highlights

+ Network Membership increased by over 10% and
average size of new Member 64% tugher

+ Members performing well with a number growing
through acquisiion

+ Successtully completed infegration of TL Risk
Solutions into the Group

+ Customer retention across retail division is
consistently high

+ Group wide re-brand successfully iaunched for
each operating dvision

* Reputation as experienced acquirer consolidated

+ Conhnued pursuit of expansion and acquisition
opportunities bulding a strong pipeline
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Chairman’s
statement

I am pleased to report another excellent year for
Broker Network The company has continued to
grow strongly both by acguisiion and orgarically,
profitability has continued to Improve and the
reputation of the company within the insurance
industry has been significantly enhanced

The results for the financial year reflect four primary
drivers First there are full year contribuhons from
acquisitions made dunng 200506 Second,
acquisitions made during 2006-07 including the
major step of acgquinng TLRS have provided o
significant contnbution Third, the company has
generated growth by increasing the number and
size of network Members Finally, as insurers have
recognised the increasing size and quality of the
company, improved insurer terms have contnbuted
significantly These same performance drivers will
continue to Influence the company over the coming
years, although with the company’s greater size, the
rate of growth, which has been dramotic over the last
couple of years wilt gradually reduce

The rate of broker acguisthon has slowed somewhat
i the last financial year This partly reflects the
management feam’s desire to “draw breath” following
the acquisition of TLRS, but also a relative absence of
attrachve opportuniies However, a continuous effort
has been put into bultding the acquisthons pipeling
and there are now a good number of potenttal
opportunities We remain cognisant of the need not
fo overpay and this will inevitably influence the rafe at
which acquisihons are made

TLRS has performed in ine with our expectations

at the time of acquisihen This acquisthon was
particularly significant step because of its size and 1t 15
pleasing that the ntegration process has progressed
smoothly

The core network business has performed very
strongly, mainly through margin enhancement We
now perceive opporturihies for further orgonic growth
In thas area - pramarnly by adding new members

as well as increasing therr average size shill further
Resources have been added to the new member
sales team to enable this growth to follow




As the company has grown so has the orgamisation
and we now employ more than 350 people in 23
locations around the country These results have only
been aftained through their hard work, dedication
and energy The management feam has developed
along with the size of the organisation and it 1s
reassunng that there 1s now strength in depth which
can be called upon as the company grows further
My thanks are extended o all employees for the effort
that has gone into achieving these results

We are pleased to announce the payment of @
dvidend to shareholders for the year ended 30 April
2007 Ttus will be payable on 26 Qctober 2007 to all
shareholders on the register at 28 September 2007
This 1s subject to approval at the annual general
meehng of the Company on 17 October 2007

The outlook for the company 1s good We can see the
potential to further consolidate our posihion as the
ieading insurance broking network in the country

/‘

Faisal Rahmatallah
Charman
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Chief Executive’s
review

| am delighted to be reporting another year of
excellent results for the Broker Network Group Despife
extremely tough insurance market condhions, we
continue to demonstrate that cur diverse business
model allows us to prosper whatever underlying
market conditions prevait

Broker Netweork Limited

Qur Network business continues fo thnive with turnover
Increasing by 45% from £7 32 million fo £10 65 mullion,
and operating profit growing from £3 11 milhon to

£5 71 milkon - an increase of 84% Economies of
scale mean we have been able to increase our profif
margin i this business, and there remains plenty of
headroom fo grow income and profitability still further

Recrutment of new Members in the year was in line
with our forecast We are also now attracting larger
firms alongside our fradihonal broker base, evidenced
by the relative size of new recruits which were, on
average, 64% larger than our exishng Members Our
service Infra-structure and proposition 1s sufficienily
flexible to meet all our wide ranging customer
requirements offenng real benefit to brokerages of
maost sizes

The pipeline of prospective new Members also
rermains extremely healthy

Membership numbers have fluctuated throughout
the penod with Members merging and o handful

of others deciding to retire There has also beena
small number leaving at our behest as a result of our
performance and suitability monitoring We believe
this I1s the nght strategy and helps to reinforce our
commitrment to quality and the high standards we
expect m return for Membership

Our uitmate Membership goal i1s to have a Broker
Network Member withun every significant community
in the UK Our updated target i1s 250 firms by

2010 nsing to 500 by 2015 To put this ambition

in perspective, there are currently around 4,500
nsurance brokers in the UK Thus number 1s declining
due to the consoldation that is taking place,
although some of the decline 1s offset by new start-up
businesses




The insurance market accepts that membership of
a network 1s a growing necessity for Independent
brokers which benefits both them and insurers

As market leaders we profit from this and believe
that penetration of over 10%, whilst a challenge, 1s
nevertheless achievable

As part of a Group wide re-brand we began looking
for a phrase that would sum up the essence and
values of our network business The process had

us consult our own people, our Members and
Partner insurers and eventually led us to the phrase
Enterprising Champion We have dlso taken the
copportunity o decument our values and therefore
what behaviour 1s consistent with these In this way
we should be able to ensure that as the business
grows we do not lose sight of what has made us so
successful to date

Duning thus exercise we also received a new visual
identity and have re-wntten our service proposition to
Members to ensure It 1s consistent with the new brand

The Retall Insurance Division (comprising TL Risk
Solutions and Broker Network Insurance Brokers)

Qur retall dwision 15 represented across the country
via our owned brokers - those Members and others
acquired since the formathon of this division of the
beginning of 2004 So far we have made 20 retail
dvision acguisthons, our latest one being completed
on 31 August 2007, and we now trade from 23 sites
across mamnland UK

The division hit sales targets for 2006/07 and
customer refention remains extremely high This

15 parhcularly encouraging in the TLRS business
where we were required fo relocate five offices into
new premises during the period with the inevitable
disruption that this entails Turnover for the division
grew in the year by 144% to €12 83 milhon whilst
operating profit before amorhisation rose 385% 10 &
2 13 milion

Whilst only completing two acquisifions in the
current penod, we confinue nonetheless to focus
on providing an exit route for brokers contemplating
refirement and the purchase of community general
msurance brokers remams at the core of Group
strategy

Broker Network Holdings plc Directors’ report and
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However, the market for broker purchases 1s hercely
competitive, particularly since insurers entered

the fray last year We now have to contend with
competitors whe are not as disciphined as we are
when It comes fo the financiat returms they expect
from therr acquisthons Despite this, we still firmly
believe that there are those who find our proposition
more attrachve than the competihion, borne out

by the fact that we are at present reviewing a
number of prospects for the current year We remain
confident that we can manage expectations and
complete several transactions which will all be value
enhancing

Other Developments

Broker Network London Markets (BNLM) was
established fo provide network Members with access
to Lloyd's and the Ltondon markets for insunng

clients involved in specialist or high-nisk activiies The
divisien serves us well as an investment for a cyclical
market - less uhiised in the current soft’ market
where premiums are low and tradiional insurers

are prepared o underwrite to a wider nisk profile,

but ndispensable once the nsurance market ocnce
again hardens

Despite such challenging trading conditions turnover
increased by 2% from £0 27 miflion fo £0 28 milkon
although the business continues o make a small loss

insurance Market Condihions

It has been a tough year for iInsurers underwnting
business In the UK following the storms in January
2007 and fleods in June and July

Only days after we announced a trading update

in June 2007, where we commented on prevalling
berign weather conditicns the UK expenenced
some of the worst lcoding in its history Some industry
sources are even suggesfing that the cost fo insurers
of flood damage could top €5 bilion
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The impact of the looding on insurer rating 1s uniikely
to filter through 1in 2007 although clearly t will be
present when they announce therr results We have
already seen some insurers publicly stating ther
infentton fo Increase rates to recover therr losses
going forwards  In reahfy the fioods are only the
catalyst rather than the root cause of these intentions
Almost all major Insurers were reperting detenorating
results for the first half of 2007 before the impact of
the floods i1s faken into account

It 15 Ikely therefore that the current achion being
taken by insurers will stall deflation in premiums In the
remainder of 2007 and we are likely fo see rates nse
gradually dunng the first half of 2008

As premiums nse our earnings across the Group

will Increase and we will see addtional organic
growth from our network and retall divisions As we
mentioned on 11 June 2087, we have worked hard

to ensure cur earmings from our key Partner Insurers
are secure for the longer ferm by demonstrating real
value In the service we provide them As the market
hardens, with iInevitable downward pressure on broker
margins, we will begin to reap the benefits of these
arrangements

| retterate that the diverse nature of our business
means the Group 1s well piaced to trade comfortably
at any pomnt in the Insurance cycle We remamn
cenfident that we will have the opportunity to
demonstrate this once again in the coming year

Qutlook for 2007-08

[ am delghted to have maintained our market
teading posifion and intend fo buitd on it

There are stili abundant opportunities for expansion
within this fast moving industry and we are working
hard to remain at the forefront in ocur areas of
expertise For example we are currently evaluating
the opportunity that exists to expand our Healthcare
business following the successful acquisition and
integration of TLRS, which has a sizeable Healthcare
division within it We remain realishic and prudent

In our acquisiion programme and we continue to
evaluate crihcally our offering to nefwork Members
and Partner Insurers fo ensure we retain our market
leading posihion as the UK's number one network for
independent insurance brokers

We strongly believe thot the Broker Network
business model remains relevant and robust Whilst
challenging frading condihons lay ahead we are
looking forward with confidence to another year
of good performance and enhanced shareholder
value

Grant Eilis
Chief Executive Officer




Finance Director’s
review

Turnover
Administrative expenses

Administrative expenses excluding
goodwill amartisation

Operating profit
Profit before tax

Tax

Profit after tax

Basic EPS

Diluted EPS

Capital expenditure
Acquisihon spend
Cash

Turnover

Tumover for the year was £23 3m. including £6 7m
from acquisthons made duning the year This 1s an
overall increase of 86% from £12 5m in 2006, 32%
excluding acquisihions in the year Tumover i the retail
division grew strongly fo £12 8m an increase of 144%
This 1s due fo the acquisthon of two further brokers

in the year and the full year impact of previous
acqguisihons The Network also grew strongly with the
addition of a net 16 new Members and a turnover
increase of 45% from £7 3m to €10 ém

Broker Network Holdings plc Directors’ report and
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2007
£000

23,260
(18,110}

(16 393)
5150
4,814

(1.628)
3186
20 74p
20 33p
919

13 644
2.801

Administrative Expenses

2006
£000

12 535
(10 447)

(9.592)
2088
2,405
(800)
1 605

10 56p

10 27p

241
4,086
1943

% Change

86%
73%

%

Administrative expenses, excluding goodwill

amortisation, were £16 4m an increase of 71% on

o

the prior year Whilst we continue to invest in both our
head office and retail iInfrastructure the impact of the

TLRS acguisthon accounted for 44% of this increase

Infangible assets are bemng amortised over between

5 and 20 years resulting in a goodwill amortisahon

charge of £1 7m for the year
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Profitablity

Profit before fax grew strongly, from £2 4m to £4 8m, an increase of 100% The acquisition of a further 2 brokers
during the year, briinging the total number to 19, has substantially increased the headcount of the group
bringing 1 to 381 by the year end However, there was a 17% increase In turnover per employee and a 55%
increase N operating profit per employee as shown below -

2007

Average headeount 364
2007

£

Turnover per employee 63,901
Operating profit per employee 14,148

Services fo our network Members continue o be
improved and the infrastructure to support a larger
retall branch structure 1s I8 place making further
acquisiions a prionty in the coming year

Taxation

The group’s fax charge for the year s £1 6m which
represents an effechve tax rate of 34% This s higher
than the standard rate of corporation tax of 30%
due to expenses not deductble for fax purposes
which 1s predominantly goodwill amortisation on
conschdahon

Earnings per share

Basic earnings per share 1s 20 74p compared to
10 56p 1n 2006 This 15 based on a weighted average
15 36m shares in 2007 compared to 15 06m 1n 2006

Capital expenditure

Capttal expenditure for the group continues to be
predominantly for ofice equipment, T hardware
and software For the network business we have

mvested 1n new recongihation sofftware and computer

equipment for new staff In both the Head Office
and our retall branches we have instalied a new
infegrated telephone system dunng the year to
ensure that we can benefit from econormies of scale

and communication between sites We also relocated

five TLRS sites foliowing the acquisihion

2006 % change
229 59%
2006 % change
L
54,738 17%
9118 55%

Total capital expenditure was £0 9m compared fo
€0 2min 2006

Accquisihions

£12 5m was spent on the inhal payments and
fees for the acquisition of a further 2 brokers in the
year In addihion, £1 2m was paid out in deferred
considerction payments to former prncipals for
previcus gequisitions

Intangibles and Goodwill Amortisahen

Purchased goodwill {representng the excess of
the far value of consideration over the farr value

of the separable net assets acquired) In respect

of acquisihions 1s capitalised as goodwill which is
amortised over a 5 fo 20 year pernod depending on
its eshmated useful life

Cashflow

Broker Network continues to be strongly cash
generative and cash inflow from operating activities
was £4 7m (2006 £3 Om)




Bank funding

During the year the £2 5m facilty agreed with

Lloyds TSB bank (of which £1m was utiised to fund
acguistions in the prior year) was replaced with a
£15 5m faciity, £13m of which was uhlised for the
purchase of Towry Law Insurance Brokers Limited The
remaining funding available for drawdown therefore
rernains at £1 5m

Risk Management

The nsk management process established in 2004/05
through which the major nsks faced by the group
were dentified and evaluated, continues to operate
Each subsichary Board of Directors reviews the nsk
register formally every six months pnor to review by the
Group Board This 1s then followed by a consideration
at the next Audit Committee meehng Assurance work
on the retall division 1s conducted on a regular basis

Transition to International Accounting Standards

As an AIM listed company we will adopt I1AS for our
financial statements for the year ending 30 Apnt 2008

et

Jubie Hale
Group Finance Director

Broker Network Holdings ple, Directors' report and
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H Y The directors present therr report and the audifed
DI reCTO rS reporl. accounts of the group for the year ended 30 Apnl

2007

Prnncipal activity and business review

The principal activity of the group 1s the provision of
access fo UK general Insurance markets on behalf
of network members, facilitating the conclusion

of Insurance transactions between these parhes
and the acquisition and management of general
Insurance Intermedianes The group also provides
advisory, compliance, training and other services to
| insurance infermedianes

Business review

The information that fulfils the Business Review
‘ requrements for Directors’ Reports can be found in
the Chief Execunve's Review and Finance Director s
Review

More specifically information in relahon to business
\ KPls can be found in the Finance Director's review on
i Page 9 and nsks and uncertainties facing the group
can be found In the Chief Execuhive’s report on
page 6

Result and dividends
The profit on ordinary activittes before tax was £4 8m
(2006 £2 4rm)

The profit before goodwill amortisation and fax for the
penod was £6 5m (2006 £3 3m)

' A dwidend of 1 2p per share will be proposed ot the
forthcoming Annua! General Meeting
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Directors and directors” interests

The Directors who held office dunng the year were as
follows

FJ Rahmataliah Non-executive Charman

PG Ellis Chief Executive

JK Hate Group Finance Director

MG Collins Non-executive Director

P Bates Non-executive Director

M Pendle Non-executive Drector

MD Wood Managing Director, Broker
Network Limited

NF Law Managing Director,

Broker Network Insurance
Brokers Limited

Details of Directors’ service contracts and the interests

of the Directors In the shares of the company and

In ophons over such shares are disclosed in the
Rermunerahon Committee Report on pages 18 to 22
The Articles of Associahon stipulate that one thwrd of
the directors will retire by rotahon and, accordingly,
PG Ells, JK Hale and M Pendle will retire and offer
themselves for re-election

Substantial shareholdings

Equal Opportunihes

The group I$ an equal opportunities employer

and 1s commifted to providing equal opportunihies
throughout employment This includes the recrutment
process, fraining and promohon of workers and to
eliminating discnmination In the workplace whether
on grounds of gender, mantal status race, colour,
national or ethnic ongin nationalify, age or disability

Political and chantable contrbutions

Donathions of £1,877 were made to charhes dunng
the year (2006 £659) The group made no poltical
contnbutions during the penod

The company has been informed that on 12 September 2007 the following shareholders held substanhal

holdings of the 1ssued ordinary shares of the company

Holding of ordinary shares

PG Ellis

JP Morgan Asset Management
P Bates

D Belgian

Issued share capital
%

number
20365635 1322
1408 450 214
1,273 800 827
1250000 gn




Going concem

The Directors confirm that they are sohisfied that the
company and the group have adequate resources to
continue In business for the foreseeable future For this
reason, they have adopted the going concern basis
In prepanng the accounts

Creditor payment policy

The group’s strategy 1s to develop mutually beneficial
relationships with key supphers The group s pelicy N
relation to all of its suppliers 15 to settle the ferms of
the fransachon and to abide by those terms, provided
that it 15 sahsfied that the supplier has provided the
goods or services In accordance with the agreed
terms and conditions

The average number of days’ purchases outstanding
for payment by the group was 21 days (2006 20
days)

Disclosure of information to auditors

The directors who held office at the date of approval
of this report confirm that so far as they are each
aware there 1s no relevant audit information of which
the Company’s auditors are unaware, and each
director has taken all the steps that they ought to
have taken as a director to make themselves aware
of any relevant audit information and to establish that
the company’s audiors are aware of that Information

Annual General Meeting

The Annual General Meeting will be held on
17 October at 11 00am at Rudding Park, Follfoot,
Harrogate, North Yorkshure HG3 1JH

Broker Network Holdings pic, Directors’ report and
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Auditors

In accordance with Section 384 of the Companies
Act 1985, a Resolution for the re-appointiment of
KPMG Audif Plc as audrtors of the company Is fo
be proposed at the forthcoming Annual General
Meehng

This report was approved by the Board on
12 September 2007

By order of the board
(o

JK Hale
Secretary




Broker Network Haldings plc, Directors’ report and
coensobdated financial statements, 30 Apnl 2007

16

Corporate
Governance

Compliance Statement

The group 1s not required to comply with the
provisions of the Combined Code on Corporate
Governance appended to the Listing Rules of the
Financial Services Authonty (“the Code”) The Board
of Directors recognises the importonce of and 15
committed to, ensunng that effective corporate
governance procedures relevant to smaller ksted
groups are in place The Board agrees with the
principals of the Code and continues to work
towards obtaiming substanhal compliance with the
Code The commentary below outlines the group's
achievements during the year ended 30 Apnl 2007

Internal control and nsk management process

The Board acknowledges that it 1s responsible for the
group’s system of internal control and for reviewing
its effectiveness Internal controls are designed to
manage rather than eliminate the nisk of failure 1o
achieve business objectives and can only provide
reasonable and not absolute assurance against
matenal misstatement or loss

The process of idenhfying, evaluating and managing
the nsks faced by the group continues through the
operation of a group nisk register which encompasses
an assessment of the Infernal controls In place to
mitigate the identfied nsks and therr effectiveness
This analysis 1s reviewed regularly by the group s
senior management and Board of Directors and
every six months by the Audit Committee

An internal audit funchion 1s estabished with the focus
being on the controls and procedures within the retail
broking dvston In addihon monitoring of compliance
with FSA requirements for both owned brokers and
independent Members 15 given a huigh pnonty



The Board

There were no changes in directors in the year At
30 Apnl 2007 the Board comprised four executive
directors three non-executive directors and one
non-execuhive Chairman Two of the non-executive
members of the Board are considered by the

Board to be mdependent of the company and the
group Each non-executive possesses considerable
cutside expertise and 1s able fo exercise detached
Judgement in dealing with matters before the Board
The Board considers that the current composition
provides a reasonable level of independence

The Board, which met seven times durning the year,

is responsible for the overall strategy and financial
performance of the group and has a formal schedule
of matters required for approval Each Beard meehng
1s preceded by a clear agenda and any relevant
information 1s provided fo directors In advance of the
meeting

All directors are required fo submit themselves for
re-election at an Annual General Meeting if they
were not elected or re-elected of erther of the two
preceding Annual General Meetings Therefore
directors appointed during the penod are reguired to
seek reelechon at the first Annual General Meeting
following therr appointment

Audifor independence

In order to safeguard the objectvity and
mciependence of the company’s external auditors,
the Audit Committee keeps under review the nature
and extent of any non-audt services supplied In order
o balance the maintenance of objectivity and value
for money

Principal Board commitiees
The Board has established the following commuttees

+ Remuneration Committee The Committee currently
compnses P Bates and M Pendle and 1s charred
by F Rahmatallah The Remuneration Commutiee 1s
responsible for reviewing and recommending all
the elements of policy on the Board's and senior
executives remuneration and for approving all
matters relafing to the remunerahion of executive
directors It meets formally at least quarterly The
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Remuneraton Commitiee report on pages 18 fo
22 contains a detaled description of remuneration
and applicable policies

- Audit Committee The committee compnses P Bates
and M Pendle and 1s charred by F Rahmatallah
The Audit Commirtee assists the Board in fulfiling s
oversight responsibilites primarly in reviewing and
reporiing financial and nordfinancial information
communicated to shareholders, systems of mtermnal
control and nsk management and the auait
process It has the power to call for information
from monagement and fo consult directly with
the auditors or other adwvisors as considered
appropnate The Committee operates under wnitten
terms of reference and 1s scheduled to meet at
least twice a year with the group’s auditors The
committee 1s respensible for the iIndependent
monitonng of the effectiveness of the systems of
internal control. comphance accounting policies
and publshed financial statements on behalf of the
Board This 1s achieved pnmarnly through a review
of the annual financial statements and a review
of the nature and scope of the external cudit Any
significant findings or identified nsks are examined
50 that appropnate action may be faken The
Commuttee 15 also responsible for keeping under
review the iIndependence and objectivity of the
external auditors, Including a review of non-audit
services provided to the group, consideration of
any relatonships with the group that could offect
independence and seeking wrten confirmation
from auditors that, in therr professional judgement
they are independent

Relations with shareholders

The group encourages the participahon of both
insttuhonal and private investors Communication
with private individuals 1s mantained through the
Annual General Meeting, annual and infenm repaorts,
investor newslehters and press releases
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Remuneration
Committee Report

Introduction

The following report provides information relaiing
to the pay and benefits policy for the company s
directors

Members of the Remuneration Committee

Details relating to the remuneration committee can
be found n the Corporate Governance section of the
annual report on pages 16to 17

The committee meets durng the year te defermine
all aspects of the remunerafion of the executive
Directors The remuneration of the norn-executive
Directors 15 determined by the Board as a whole

Remunerahon policy

The committee believes remuneration levels should
be compethve and set at a level fo affract, retan
ond motivate executive Directors The group makes
contributions to Group personal pension schemes on
behalf of executive Directors

Directors’ Interests

The directors who held office at the end of the
financial year had the following interests in the
ordinary share capital of group companies
according to the register of directors’ interests
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Company Class of share Interest at  Interest at start of

year end year or date of

appointment

PG Eliis Broker Network Holdings plc Ordinary 2 036,535 2,034 535
P Bates Broker Network Holdings ple Ordinary 1273800 1273,800
MG Collins Broker Network Holdings plc Ordinary 500 000 300 000

EMI Share Ophons

On 18 December 2001 and on 13 November 2003,
The Broker Network Limited granted ophions the
magjorty of which are expected to qualty for relief
under the Enterpnse Management Incenhive Scheme
under the Income Tax (Eaming and Pensions) Act
2003, to JK Hatle and MG Collins respectively

Approximately 1,000 of MG Colling' options were
granted under an unapproved scheme as the limits
{or the Enterpnse Management Incentive Scheme
were exceeded

The ophons were granted under ndmdual ogtion
agreements and the ophon agreements were in
similor form The following paragraphs summarise the
key provisions of the onginal option agreements

1 Ophon price and amount

Each option 1s 1in respect of 6 000 B ordinory shares
of £1 each in The Broker Network bmited at an
option price of £10 per share for JK Hale and £20
per share for MG Collins subject fo adjustment In
the event of ony subseguent vanation of share
capial

2 Exercise of Option Penod

Subject to the terms of the ophon agreement, the
ophons may be exercised on the occurrence of
an event as outhned in section 3 within a period
commencing with the date of grant and ending
on the 10th annwersary of the date of grant

3 Exercise of Options

The option may be exercised on a sale orlisting or
within 40 days of the occurrence of a disqualifying
event, or on a change of control of grantor
company, or within three months of ceasing to
hold office or employment with a Group company

where termination of employment occurs as @
result of il-heatth, injury, disabibty or redundancy
within the meaning of the Employment Rights
Act 1996, or within six months of the death of the
ophon holder

4 Cessalion of employment

If a participant ceases to be employed by a Group
company, the options will lapse unless the grantor
company in its absolute discretion determimmes
otherwise If the cessation occurs as a result of
-health, injury, disability or redundancy. the ophion
may be exercised within 3 months of the date of
cessahion and, If not so exercised, these will lapse
Where cessation of employment occurs as a result
of the death of the option holder, the ophons may
be exercised within & months of the date of death
and, f not so exercised, will lapse

5 Change of control

In the event of a change in control of

granfor company as a result of a take-over or
reconstruchion, then (as an alternahive to the
exercise of the options) participants may, if the
acquinng company agrees, release therr options in
exchange for optons over shares in the acquinng
company

6 Vanahon of share capiiol

In the event of a vanahon of the ordinary share
capital of The Broker Network Limited the ophion
price of the shares under ophon and/or the
number of such shares may be adjusted with the
confirmation in wrniting of the auditors {except

In the case of a capitalisation 1ssue) that such
adjustment is farr and reasonable
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7 EMI Rehet

Provided the Enterprise Management inthative
Scheme options retain ther quahfying status, no
income tax or nahonal INsurance contributions
will anse when the options are exercised On

the exercise of the unapproved opthions granted
to Michael Collins, ncome fax and natienal
Insurance contributions will anse upon the
difference between the market value of the shares
at the date of exercise and the price paid for
those shares

Adjustment fo ophon agreements

The company agreed at the time of the acquisition of
The Broker Network Limited to exchange the ophions
referred to above for options over ordinary shares

in Broker Network Holdings plc on similar ferms and
conditions All references in the option agreements to
“The Broker Network Limited” now include references
to Broker Network Holdings plc The number of shares
under option and the option price were adjusted to
reflect the new share capital following the company’s
listing on AIM Following this adjustment JK Hale

and MG Collins each had ophons in respect of

£300 000 Class B Ordinary shares at option prices of
20p and 40p respectively The option perod remains
unchanged

On 6 June 2006, the company received nohice from
MG Colins of the exercise of 300,000 share ophons
at the exercise pnce of 40p each As part of the
exercise of these options, on 2 June 2006 MG Collins
sold 60,000 ordinary shares of 2p each at 180p per
cordingry share

Long Term incenhve Plan (LTIP)

Members of senitor management are entitted to
parficipate each year in a LTIP scheme without
payment

The benefits consist of cash incentive rewards n
addition to the nght to buy shares in Broker Network
Holdings plc at nil cost Vesting 1s subject o service
conditions The year ended 30 April 2007 1s the first
year In which share ophons have been granted
under the LTIP

Details of cash ncentive rewards as part of the LTIP
are provided below

Key features of share options granted in the year are
as follows




Grant daote Expinng on

13 09 2006 13 09 2009

Exercise price (£)

Nil

Details of share options granted to Directors are as follows

Options at start of year

Executive Directors
PG Ellis

JK Hale

MD Wood

NF Law

Non-executive directors
P Bates

F Rohmataltah

MG Collins

M Pendle

Broker Network Holdings plc, Directors report and
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Farr value at grant
&)

182

Ophions granted
in the penod

1,935
13 825

Further detalls In respect of the share options are provided in Note 15

Total Directors’ pay and benefits in kind

21

Number of options
outstanding 2007

39 840

Ophons at end
of year

1935
13,825

Total Directors’ pay and benefits in kind in the penod (which exclude the value of share options granted in the

penod)
Sub-total
Benefits in Birectors
Salary/fees kind emoluments
£000 €000 €000
Executive Directors

PG Elis 130 8 138
JK Hale 100 10 110
MD Wood 98 - 8
NF Low 74 - 74

Non-executive cirectors
P Bates 10 - 10
F Rahmataliah 45 - 45
MG Collins 30 5 35
M Pendle 20 - 20

Cash
amounts
receved

under LTIP
£000

1

Gains on
exercise
of share 2007
ophons Total
£000 £000
- 149
- 1
- 107
- 74
- 10
- 45
330 3465
- 20
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Pensions

The following directors have received contnbutions fo Group personal pension schemes in the penod

PG Ellis
JK Hale
MD Wood

Directors’ contracts

Contibutions paid or
payable in the penod
by the company
2007

£000

6
5
2

Detals of service agreements in place for the current directors are as follows

Date of contract

1 March 2004
1 March 2004
MD Wood 1 November 2004
3 October 2005

PG Ellis
JK Hole

NF Law

P Bates

F Rahmatailah
M Pendle

18 March 2007
18 March 2007
MG Collins 13 Septemicer 2006

Term

Conhnuous subject fo the notice period
Continuous subject to the notice penod
Conhnuous subject to the nohce period
Continuous subject to the nohce penod
3 years
3 years
3 years
3 years

Amount of company
contnbution accrued/
(prepaid) at year snd
2007

£000

Notice penod

12 months
6 months
6 months
& months




Statement of directors’
responsibilities in
respect of the annual
report and the
financial statements
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The directors are responsible for prepanng the Annual
Report and the financial statements in accordance
with applicable law and regulahions

Company low requires the directors to prepare
financial statements for each financial year Under
that law they have elected to prepare the group and
parent company financial statements in accordance
with UK Accounting Standards ond applicable law
(UK Generally Accepted Accounhng Practice)

The group and parent company financiat statements
are required by law to give a true and farr view of the
state of affarrs of the group and the parent company
and of the profit or loss for that penod

in preparnng these financial statements, the directors
are required to

« select sutable accounting policies and then
apply them consistently,

»  moke jJudgments and estimates that are
reasonable and prudent,

state whether applicable UK accounting
standards have been followed subject to any
rmaterial departures disclased and explained In
the financial statements

+  prepare the financial statements on the going
concern basis unless it 15 nappropnate to presume
that the group and the parent company will
confinue in business

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

The directors are responsible for the maintenance
and integnty of the corporate and financial
information included on the company s website
Legisiation in the UK goverming the preparation and
disserminahon of inancial statements may differ from
legislation in other junsdictions
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Independent auditors’
report to the members
of Broker Network
Holdings Pic

We have audited the group and parent company
financial statements (the “financial statements”)

of Broker Network Holdings Plc for the year ended
30 Apnl 2007 which comprnse the Consolidated
Profit and Loss Account, the Consolidated and
Company Balance Sheets the Consolidated

Cash Flow Statement and the related notes These
financial statements have been prepared under the
accounting policies set out therein

This report I1Is made solely to the company's members
as a body, in accordance with section 235 of the
Companies Act 1985 Qur audit work has been
undertaken so that we might state to the company’s
members those matters we are required fo state to
therm in an auditor’s report and for no other purpose
To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other
than the company and the company s members as
a body for our audit work for this report, or for the
opinions we have formed

Respective responsibiihes of directors and auditors

The directors’ responsibiliftes for preparnng the Annuail
Report and the financial statements in accordance
with applicable law and UK Accountng Standards
(UK Generally Accepted Accounhing Practice) are set
out in the Statement of Directors’ Responsibilities on
page 23

Our responsibility 15 o audit the financial staternents
in accordance with relevant legal and regulatory
requirements and International Standards on Audiing
(UK and Ireland)

We report to you our opinion as to whether the
financial statements give a true and farr view and

are properly prepared in accordonce with the
Companies Act 1985 We also report to you whether
i our opinon the informaton given in the Directors
Report 1s consistent with the financial statements The
information given in the Directors’ Report includes that
specific Informahon presented in the Chief Executive’s
Review and Finance Director's Review that 1s cross
referenced from the Business Review section of the
Directors Report




In addihion we report to you If, in our opimion, the
company has not kept proper accounting records,

If we have not received all the information and
explanations we require for our audit, or if Information
speciied by law regarding directors remunerafion
and other transachons 1s not disclosed

We read the other infermahon contamed in the
Annual Repert and consider whether It 1s consistent
with the audited financial statements We consider the
impltcations for our report if we become aware of any
apparent misstatements or matenal inconsistencies
with the financial statfements Our responsibiliies do
not extend to any other information

Basis of audit cpinion

We conducted our audit in accordance with
International Standards on Auditing (UK and Irefand)
issued by the Auditing Practices Board An audit
includes exammation, on a test basis, of evidence
relevant fo the amounts and disclosures in the
financial statements It also includes an assessment
of the significant eshmates and judgments made

by the directors in the preparation of the financial
statements and of whether the accounting policies
are appropnate fo the group'’s and company’s
circumstances, consistently applied and adequately
disclosed

We planned and perforrmed our audit so as to
obtain all the information and explanations which
we considered necessary In order fo provide us with
sufficient evidence to give reasonable assurance
that the financial statements are free from matenal
misstatement, whether caused by fraud or other
iregulanty or error In forming our opinion we Qlso
evaluated the overall adequacy of the presentation
of informahon in the financial statements
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Opinion
In cur opinion

+ the financial statements give a true and farr
view, in accordance with UK Generally Accepted
Accounting Practice, of the state of the group’s
and the parent company's affarrs as ot 30 April
2007 and of the group’s profit for the year then
ended

+ the financial statements have been properly
prepored In accordance with the Companies Act
1985, and

« the information given in the Directors’ Report 1s
consistent with the financial statements

kPre, Budot Pla

KPMG Audit Ple
Chartered Accountants
Registered Auditor

12 Septerber 2007
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Consolidated profit
and loss account
for the year ended 30 Apnl 2007

Acquisitions Total Total
Nofe 2007 2007 2007 2006
€000 <000 €000 £000
Gross COmMmISSIon
receivable {unaudited) 55734 - 55,734 45,185
Turnover 2 16 544 6,716 23 260 12535
Administrative expenses (12 586) (5,524} (18110 (10 447)
Operahng profit 2.3 3958 1,192 5,150 2088
Net interest (payable) / recevable 4 (336) 317
Profit on ordinary activibes before taxation 4814 2405
Tax on piofit on ordinary achivihies 7 (1,628) {800,
Profit after tax 3186 1605
Mincnty interests 23 - 3
Profit for the financial penod 16 3186 1,562
Earnings per share
- basic 24 20 74p 10 56p

- diluted 24 20 33p 1027p

All of the activities dunng the current and preceding years relate to continuing cperations of the group

The group has no recogrised gains or losses other than the results above and, therefore, no separate
statement of total recognised gaing and losses has been presented

There is no difference between the profit on ordinary achivilies before taxation and the profit retammed for the
financial year stated above, and therr histoncal cost equivalents
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Consolidated
balance sheet
at 30 Apnl 2007

Note 2007 2006
£0060 £000
Fixed assets
Intangible assets 8 18 840 5 659
Tangible assets 9 1190 558
20030 6217
Curnrent assels I
Debtors 11 22926 13 399
Insurance oroking account 12078 @513
Cash af bank and in hand 2,801 1,943
37 B80S 24 855
Creditors amounts faling due within one year 12 (34 752) (22 848)
Net current assets 3053 2,007
Total assets less current habihes 23,083 8224
Creditors amounts falling due after
more than one year 13 (1344 (1.809)
Provision for labilihes and charges 14 (88) a9
Net assets .581 6 396
Capital and reserves
Called up share capital 15 308 301
Share premium account 16 2274 2,095
Capital reserve 16 454 454
Profit and loss account 16 6545 3 546
Shareholders funds @ 581 6 396

These financicl! statements were approved by the board of directors on 12 September 2007 and were signed

on its behalf by /—
JK Hale, Director W/
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Company
balance sheet
at 30 April 2007

Fixed assefs
Investments

Current assels
Debtors
Cash at bank and in hand

Credifors amounts faliing due within one year

Net current assets

Tolal assets less current habilihes

Creditors amounts falling due after more
than one year

Net assets

Capital and reserves
Called up share capitol
Share premium account

Profit and loss account

Shareholders’ funds

These financial staternents were approved by the boord of directors on 12 September 2007 and were signed

on its behalf by
JK Hale, Director Q

Note

11

13

15
16
16

2007
€000

4257

4 257

12 205
21

12,386

(6 295)

6091

10 343

(6,451)

3,897

308
2,274

1315

3 897

2006
£000

1656

16566

4 959
495

5454

(2.759)

2695

4 351

(} 054)

3297

30
2,095
50

3297




Consolidated cash
flow statement
for the year ended 30 Aprl 2007

Net cash inflow from operahing achvihes
Returns on investment and servicing of inance
Interest received

Interest paid

Net cash (oufflow)/ inflow from returns on
investment and servicing of inance

Capital expenditure and investment
Purchase of tangible fixed assets

Net cash outflow from capital expenditure
and mvestment

Acquisthons and disposals

Purchase of subsidiary undertakings and
broker businesses

Deferred consideration paid in the year
Net cash outflow from acquisthons and disposals
Corporaton tax paid

Financing

Increase In bank loans

Banrk loan repayments

Issue of ordinary share capital

Cash inflow from financing

Dividend paid

Increase /(decrease) in net cash

Nofe

20

21

22
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2007 2006
£000 £000
4,667 3000
789 3an

(1 125) (54)
(336) 317
(504) (241)
(904) (241
(12 482) (2.590)
(1.162) (1.496)
(13 644) (4086)
(1 233) (409)
13026 1054
(750) -
186 -
12,462 1054
(154) -
858 (365)
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Reconciliation of
net cash flow to
movement in net
(debt) / funds

for the year ended 30 April 2007

Nofe
Increase/{decrease) in cash in the year
Cash inflow from increase in debt
Movement in net funds in the year
Net funds at start of penod
Net (debt) / funds at end of year 22

2007
£000

858
(12 276)

(11 418)
889

(10 529)

2006
€000

(365)
(1 054)

(1.419)
2308

8g9




Notes

(forming part of the financial statements)
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1 Accounting policies
Basis of accounting

The financial statements have been prepared In
accordance with the histfoncal cost convention and
in accordance with applicable accounting standards
in the United Kingdom

The following accounting policies have been
applied consistently In dealing with items which
are considerad matenal in relation fo the inancial
statements, except as noted below

In these financial statements the following new
standards have been adopted for the first hme

* FRS 20 'Share based payments’

The Company has adopted FRS 20 ‘Share based
payments’ with effect from 1 May 2006 Due fo the
timing of the grant of share ophons the adophon of
FRS 20 has no prior year adjustment

Basis of consoldahon

The group financial statements include the financial
statements of the company and its subsidiary
undertakings made up to 30 April 2007 All financial
statements are preparaed on a uniform Basis
throughout the group

The acqusition method of accounting has been
adopted unless otherwise stated Merger accounting
has been adopted in relation to the creation of a
new holding company in 2004 Under the acquisition
method of accounting, the results of sutbsidiary
undertakings acguired and disposed of In the year
are included in the consolidated profit and loss
account from the date of acquisition or up to the
date of disposal

Turnover

Turnover represents commissions received on the
arrangement of the settlement of insurance policies
and levies made on satellite operatives Turnover is
recognrised when if falls due

Interest income on cash flows ansing from insurance
kroking debtors and creditors 1s recognised as
earned
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Insurance transachons

Insurance transachons anse from the settlement of
transactions with insurance companies on behalf of
safellite iInsurance Infermedianes who are members of
the netwaork A debtor balance representing amounts
owing from individual customers 15 recognised when
the member arranges a policy, along with a credior
balance representing amounts due to the ulimate
mnsurance provider and commissions earned by the
intermediary and the Broker Network

Insurance broking debtors and credifors are reported
in accordance with the requirernents of Financtal
Reporting Standard 5, Reporting the Substance of
Transachons The standard precludes assets and
habilities being offset unless net seftlement 1s legally
enforceable and as a result the insurance broking
debtors and creditors have been shown as the

gross amounts due in respect of each contract,
instead of the net amount due to or from chents and
underwrifers

Interest ncome

interest ncome on cash flows ansing from insurance
broking debtors and credrtors 1s recognised as
eamed

Goodwill and negative gaodwill

Purchased goodwill (representing the excess of

the farr value of the consideration given over the

fair value of the separable net assets acquired)
ansing on consolidahon and business combinations
in respect of acquisiions since 1 January 1998 1s
capitalised Positive goodwill s amorhsed o nil by
equal annual Instalments over its estimated useful Iife

On the subsequent disposal or terminahion of
business acguired since January 1998, the profit or
{oss on disposal or fermination 1s calculoted after
charging (crediting) the unamorhsed amount of any
related goodwill (negative goodwill)

Fixed asset investments

Fixed asset investments are stated at cost less
provisions for impairment A provision for impairment
15 made o the extent that, In the directors’ view the
carrying amount exceeds the recoverable amount of
the fixed asset investment

Fixed assets
Tangible fixed assets are stated at cost

Depreciation 1s provided at rates calculated to wirte
off the cost less eshmated residual value of each
asset over its expected useful life, as follows

Office equipment 15% - 20% siranght Ine
Motor vehicles 25% straight ine
Computer eguipment 25% straight ine

Taxation

The charge for taxation 1s based on the profit for the
penod and takes info account taxation deferred
because of imimng differences between the treatment
of cerfain items for taxation and accounting
purposes

Deferred tax 1s recognised, without discounting,
in respect of all iming differences between

the treatment of certain tems for taxation and
accounting purposes which have ansen but not
reversed by the balance sheet date, except as
otherwise required by FRS 19

Leasing

Assets acquired under finance leases are capitalsed
and the outstanding future lease obligotions are
shown i creditors Operating lease rentals are
charged to the profit and loss account on a straight
hne basis over the penod of the lease
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Pension arrangements '

The company operates a group personal pension
plan, a defined contnbution scheme The pension
cost 13 the amount of contnbuhons payable in
respect of the accounting peried The company
provides no further post retirement benefits fo its
employees

Cash and iqguid resources

Cash, for the purpose of the cash fliow statement, |
compnses cash in hand and deposits repayable

on demand, less overdrafts payable on demand

Liquid resources are current asset investments which

are disposable without curtaling or disrupting the

business and are either readily convertible into known

amounts of cash at or ¢lose o ther carrying values

or traded in an active market

Share based payments

Charges for employee services received in exchange i
for share based payment are made for all awards/ !
options granted after 7 November 2002 not vested |
at 1 May 2006 to spread the far value of the grant

over the vesting period The farr value of ophons has

been calculated using the Black Scholes pricing

methodology
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2 Segmental information

All of the group s operations are based in the UK The table below sets out information for each of the group s
industry segments

Network Services and Retail Insurance Broking Total Total
Wholesale Insurance
Broking
2007 2006 2007 2006 2007 2006
£060 £000 £000 £000 £000 £000
Turnover
Total sales 10 926 7592 12 826 5,265 23752 12,857
Inter-segment sales (492) (322) - - (492) (322)
Sales to third parhies 10,434 7270 12 826 5,265 23 260 12 535
Operahng profit before
goodwill amorhsahon 4,737 2 495 2130 448 6867 2,943
Goodwill amortisation - - AN (855) ann (855)
Operating profit/(loss) 4,737 2495 413 (407) 5,150 2088
Net interest &N 291 (239) 20 (336) 337
Profit/ (loss} before faxation 4640 2,786 174 (381 4814 2,405
Segmental net assets 11,585 6,156 (1 974) 240 9 581 & 396
3 Operating profit
2007 2006
€000 £000

Operating profit s stated affer charging/(crediting)
Fees payabie to the Company s Auditors for the

audit of the Company s financial statements 13 12
Fees payable io the Company s Audrtors for other services
- the audit of subsidiary financial statements pursuant to legisiation 40 27
- taxaton services 5 5
-other services 4 30
Amorhisahon of goodwill 1717 855

Depreciation - owned fixed assets 336 211




4 Netinierest (payable) / recewvable

Interest receved
Bank toan interest paid

5 Employee information

Wages and sclanes
Social secunty costs
Pension costs
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2007
£000

789
(1.125)

(336)

2007
£000

8 944
898
309

10151

35

2006
£000

371
(54

37

2006
£000 !

5213
510
120

5843

The group had an average of 344 (2006 229) employees during the year who are ali employed within the following

divisions

Network Services
Insurance Broking

No of Employees

2007

124
240

364

20006

Q9
130

229
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& Directors’ emoluments

2007 2006

£000 €000

Aggregate emoluments 530 412
Pension contributions 13 1
543 423

The group made contnbutions to a defined coninbution pension scheme In respect of three (2006 two) directors

Aggregate emoluments and benefits Include amounts paid to the fughest paid director as follows

2007 2006
£000 <000
Aggregate emoluments 138 120
Pension contnbutions & 6
7 Tax on profit on ordinary octivihies
a Analysis of charge in penod
2007 2006
£000 £000
Corporahon tax - current year 1563 798
Corporahion tax - prior years 3 7
Deferred tax 62 (5)

1628 800
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The tax assessed for the year s higher (20046 hugher) than the standard rate of corporation tax in the UK (30%,

2006 30%) The differences are explained below

2007
£000
Profit on ordinary achvities before tax 4814
Profit on ordinary actwhes multiphed by standard rate of
corporation tax - 30% (2006 30%) 1 444
Effects of
Expenses not deduchble for tax purposes 164
Captal allowances for the year (in excess of)/less than depreciation (45)
Current tax charge for the year 1.563

8 Intangble fixed assets

Group

Cost

At 1 May 2006

Acquisitions

Adjustrnents due to re-evaiuation of deferred considerahion

At 30 Aprnil 2007
Amortisation

At 1 May 2006
Charged n the year
At 30 Apnl 2007

Net book value
At 30 Apnl 2007

At 30 Apnil 2006

2006
£000

2405

722
71

798

Goodwill
£000

7 026
15 230
(332)
21,924
1367
1717

3,084

18 840

5659



Broker Network Holdings plc Directors report ond
consolidated financial statements 30 Apnt 2007

38

@ Tangible fixed assets

Group

Cost

At 1 May 2006
Additions
Acqguisthons
Disposals

At 30 Apnl 2007
Accumulated depreciahon
At ¥ May 2006

Charge for year
Disposals

At 30 Apnt 2007

Net book value
At 30 April 2007

At 30 Apnl 2006

Office
equiprment
£000

277
421
13

as)

770

183
65

(4

234

459

@4

Compuler Motor
equipment vehicles Total
£000 £000 £000
1,204 49 1,530
498 - CANY
41 12 66
- (52) (70}
1778 43 2,591
759 30 972
258 13 336
- 39 (53)
107 4 1,255
726 5 1190
445 19 558




10 Fixed asset investments

Group
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The undertakings In which the group s interest at the year end 1s more than 20% are as follows

11

Subsidiary undertakings

Broker Network Limited

Broker Network Insurance Brokers Limited
Lendon Broking Services Limited
Donaldson Mesgh Limited
Sharples and Co Limited

Broker Network (Trustee) Limited
Redbox Systems Limited
Townfrost Limifed

Fraser Tennant Holdings Limited
Fraser Tennant Limited

Peacock Robertsen Limited
Denny Insurance Services Limited
TL Risk Soluhions Limited

Adam and Gaskell Limited

Country of
Incorporation

United Kingdom
United Kingdom
Uruted Kingdom
Unifed Kingdom
United Kingdom
United Kingdom
Urited Kingdom
Uruted Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom

Company - Invastments in subsidiary undertakings

Cost
At 1 May 2006
Additions

At 30 Apnl 2007

Debtors

Trade debtors

Prepayments and accrued income
Other debtors

Amounts owed by group undertakings
In relation fo insurance transachions

Principal
activity

insurance
Insurance broking
Wholesale Insurance Broking
Non trading

Non trading

Non trading

Non frading
Holding company
Holding company
Non trading

Non trading

Non frading
Insurance Broking
Non trading

Percentage
of shares held

Group Company

Group
2007
£000

180
789

6 285
15672

22926

Group
2006
£000

145
464
2492

10 298

Company
2007
£000

20
2
12273

13399

12 295

100 100
100 100
100 100
100 -
100 -
100 100
100 .
75 75
100 -
100 -
100 -
100 -
75 -
100 -
2007
£000
1 656
2 601
4 257

Company

2006

S000

66

21

4872

4959

39
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12 Creditors amounts faling due within one year

Trade creditors

Taxahon and socral securty

Other creditors

Accruals

Corporation tax

In relation to Insurance transachions
Deferred consideration

Bank loan

Amounts owed o group undertakings

34,752

13 Creditors amounts falling due atter more than one year

Deferred consideration
Bark locn

Group
2007
£000

Q67
294
948
1062
837
27 750
619
2275

Group
2007
€000

2,359
11,085

13414

Group Company
2006 2007
£000 £000

414 15
196 -
17 -
426 186
450 -

19811 -

1394 -
- 1225
- 4,869

22 848 6295

Group Company
2006 2007
£000 £000

755 -
1054 6,451
1,809 6453

Bank loans due after more than one year are repayable in between two and five years

14 Provision for habxhhes and charges

Deferred tax abihty

At 1 May 2006
Charged fo profit and loss account

At 30 April 2007

Group

12
69

88

Company
2006
£000

55

25
94
18

2567

2759

Company
2006
£000

1,054

1054

company
€000
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15 Called up share capital

2007 2007 2006 2006
Number £000 Number <000
Authonsed
Crdinary shares of 2p each 22 650 000 453 22 650 000 453
2007 2007 2006 2006
: Number €000 Number <000
|
Allotted called up and fully paid

Ordinary shares of 2p each 15404 224 308 15 064 906 301

Long Term Incentive Plan (LTIP)
Members of semior management are enhifled to participate each year in an LTIP scheme without payment

‘ The benefits consist of cash incenhve rewards in addition fo the nght fo buy shares in Broker Network Holdings
plc at nil cost Vesting i1s subject to service conditions The year ended 30 April 2007 1s the first year in which
share ophions have been granted under the LTIP

2007
Number of options

Qutstanding ot T May 2006 -
New nghts granted 39 840

Rights exercised -
Right forfeited -

Rights expired —_—
Qutstanding at 30 Apnl 2007 39,840
Of which vested and exercisable at 30 April 2007 Nit

Additional options vesting in year ended 30 April 2008 13,280
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Ophon features

Grant dote Expinng on Exercise price Farr value at grant Number of options
L g outstanding 2007
14 09 2006 14 09 2009 il 182 39 840

The options have been valued using the Black Scholes ophon pricing methodology As a result of the options
being exercisable at mil cost and the underlying level of dividend yield the farr value of these options under this
methedology corresponds to the market price at grant date The options have been treated as equity setfled
share based payments

The charge fo the profit and loss account for share based payments in the year ended 30 Apni 2007 was
£45,000

Other share options

On 18 December 2001, JK Hale was granted an ophon to subscrbe for 6,000 shares at £10 per share The
ophon commenced on 17 Apnl 2001 Following a share split in April 2004 the ophons were amended to options
to subscnbe for 300,000 shares at 20p The options are exercisable as follows

Penod after commencement date No of shares that may be exercised
Less than 12 months Nil
More than 12 months but less than 24 months 100 000
More than 24 months but less than 36 months 200 000

No ophons were exercised dunng the penod

On 13 November 2003, MG Collins was granted an ophion o subscnbe for 6,000 shares at £20 per share The
option commenced on 1 August 2002 Following a share spiit in Apni 2004 the options were omended fo
options to subscnbe for 300,000 shares at 40p The ophions were exercisable as follows

Penod after commencement date No of shares thal may be exercised
Less than 12 months Nl
More than 12 months but less than 24 months 100 000
Meore than 24 months but less than 36 rmonths 200,000

On 6 June 2006, the company receved notice from MG Collins of the exercise of 300,000 share options ot the
exercise price of 40p each

The options 1ssued to MG Collins and JK Hale fall outside the scope of the measurement and recagnition
requirements of FRS 20 as a result of therr grant date ond vesting penod
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16 Reserves

Group Company
Share Profit Share Profit
premium Capital and loss premium and loss
account reserve account account account
£000 £000 €000 £000
At 1 May 2006 2,095 454 3.546 20095 201
Dividends received - - - - 1027
Dividends pad - - (154) - (154)
Share based payment credit - - a5 - 45
Acquisihon of own shares through
an EBT - - (78) - -
Share copital Issued 179 - - 179 -
Retained profit /{loss) for the
financial year - - 3186 - (504)
At 30 April 2007 2,274 454 & 545 2,274 1,315

On 22 March 2004 Broker Network Holdings plc (“the company”) acquired The Broker Network Limited in
a shore for share exchange The restructunng was accounted for as a capital recrgarisahon and merger
accounting principles applied as if the company had always been the holding company of the group

Under merger accounting principles the shore caprtal and share premium of The Broker Network Limited have
been elmmnated on consohdation The difference between the aggregate nominal value of the new ordinary
shares 1ssued by the company and the called up share capital and share premium of The Broker Network
Limited of £454,322 was fransferred to a capiial reserve

17 Reconcihation of movements in shareholders’ funds

Group Company

£000 £000

Cpening shareholders’ funds 6,396 3 297
Share capital issued 7 7
Prermurm on share capital issued 179 179
Dividends receved - 1027
Dividends paid (154) (154)
Share based payment credit 45 45
Acguisition of own shares through an EBT 78y -
Retaned profit/ (loss) for the inancial year 3186 (504)

Closing shareholders’ tunds @ 581 3 897
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18 Pensions

The pension charge for the year represents contnbutions payable fo the group personal penston plan The
pension charge for the year ending 30 Apni 2007 amounted to £308 962 (2006 £120 134) No amounts were
owing by or to the group at the accounting penod end, nor at the end of the previous year

19 Obligations under operating leases

Group Group

2007 2007 2006 2006

Land and Land and
buldings Other buldings Other
£000 £000 £000 £000
Within one year 3@ 45 39 27
Within two to five years 528 188 165 158
After five years 51 . 130 -
618 233 334 185

20 Cash flow from operating achivihes
2007 2006
£000 £000
Reconciiation of operating profit to net cash infliow

Operating profit 5150 2088
Armortisahon 1.717 855
Depreciotion charge 336 n
Share based payment charge 45 -
Increase in deblors (4079} (567)

Increqse n creditors 1,498 13

Net cash inflow from operating cctivihes 4 667 3.000




21 Purchase of subsidiary undertakings and broker businesses

Net assets purchased
Fixed assets
Current labilities

Goodwill

Satisfied by
Cash (net of £} 195 000 cash acquired)
Deferred consideration
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Book Fair value Farr values
volues Adjustments

£000 £000 £000

b6 - 66

(57} (433) (490)

@ (433) (424}

15230

14,806

12 482

2324

14,8006

Fair value adjustments reflect provisions required m the acguisition balance sheets to meet additional akilities

identfied on that date
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The group acquired the following entiies during the penod
Adam & Gaskell bimited
TL Risk Soluhions Limited

The acquisithion of TL Risk Solutions Limited conshtuted o substantial acquistion under FRS & Acguisitions and
Mergers The results from the start of the financial year of TL Risk Soluhions Limited to the date of acguisition and
its result for the preceding financial year are detalled below

Pre-acquisihon

results Pnor period

(6 months to Year ending

June 2006) 31 Dec 2005

£000 £000
Turnover 33
Operating profit (650)
Loss before fax 799
Taxahon -
Loss after tax 79N

Prior penod profit affer fax 301
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22 Analysis of net funds

1 May Cashfiow 30 Apnl
2006 2007
£000 £000 £000
Cash at bank and in hand 1,943 858 2801
Bank loans (1.054) {12,276) (13330)
889 (11 418) (10529)
23  Mincnty interests
2007 2006
S000 000
At beginning of year - 16
Retained profit for year - 13
Disposed due to acguisiion - (29)
At end of year - -
24 Earmings per share

Earnings Eamings Weighted
per share average
pence £000 No of shares

2007
Basic earnings per share 2074 3186 15 359 610
Diluted earnings per share 2033 3,186 15 672 628

2006
Basic earnings per share 1056 1.592 15 064,906

Diluted earmings per share 10 27 1562 15 499 768

25 Post balance sheet event

On 31 August 2007 the company completed the acguisihion of Sullivan Garrett Limited, a member of Broker
Network Limited The acguisiion was funded from the group's own cash resource
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26 Related party transactions

Dunng the year the company supplied services to and purchased msurance from Ellis Bates & Company
Limited o company indirectly controlled by Messrs Ellis and Bates The total value of these services determined
on an arms-lengths basis was £1 697 (2006 £61 249) and o balance of £nil remained unpaid at 30 Apnl 2007
(2006 £49.847)

During the year the company purchased services from Ellis Bates Holdings Limited, a company controlled by
Messrs Ellis and Bates The fotal value of these services determined on an arms-dength basis was £14 777 (2006
£nily and a balance of £nil remamed unpaid at 30 April 2007 (2006 £ril)

Mr Ellis wife worked for the company during the year Her emoluments received amounted to £13 798 (2006
£12,291)

Ellis Bates & Company Limited and Northern Counties Guarantee Corporatton Limited a company controlled
by Mr Belgian, were tfrading members of The Broker Network Limited throughout the year The company
charged Ellis Bates & Company Limited £19,002 (2006 £16 936) and Northern Counhes Guarantee
Corporation £11,014 (2006 £8,691) durnng the year for support services




Notice of the 2007
Annual General
Meeting

Broker Netweork Holdings plc Directors repert and
consolidated financiql statements, 30 Apnl 2007

49

Broker Network Holdings plc
(Company Number 05044510)
NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the Annual General
Meehng of Broker Network Holdings plc (the
*Company”) will be held at Rudding Park Follifoot,
Harrogate, HG3 1JH on 17 O¢tober 2007 ot 11 00am
for the purposes of transacting the ordinory business
of the Annual General Meeting set out In rescluhions
1 to 7 below which will be proposed as ordinary
resolutions and the special business of the Annual
General Meetng set out below in relation fo which
resolutions 8 and @ will be proposed as ordinary
resclutions and resolution 10 will be proposed as a
special resolution

Ordinary Business

1 To receive and adopt the Company s annual
accounts for the year ended 30 Aprl 2007
fogether with the directors’ report and the auditors
report for the year ended 30 Apnl 2007

2 To approve the report to the shareholders on
directors’ remunerahion and related matters
contained in the report and accounts for the year
ended 30 Apnl 2007

3 To declare a final dividend of £0 012 per ordinary
share for the year ended 30 Apnl 2007

4 Toreelect as o director M J Pendle who retires
as a director in accordance with the Company’s
articles of associahon

5 To reelect as a director P G Ellis who retires as
a director in accordance with the Company s
articles of association

6 To reelect as a director J K Hale who retires as
a director in accordance with the Company's
articles of association

7 To reappoint KPMG Audit PLC as auditor
and authonse the directors to determine its
remuneration
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Special Business

8 THAT the Broker Network Holdings plc Savings
Related Share Option Scheme (the "Scheme™),
the principal features of which are summarised
in the Appendix a copy of the rules of which s
produced in draft to this meehng and signed by
the Chairman for the purposes of identfication,
be approved and the directors be authonsed fo
do all acts and things os they consider necessary
or expedient for the purposes of implementing
and operahng the Scherme, iIncluding making
such modifications as the directors consider
appropnate to obtain approval of the Scheme by
H M Revenue & Custorns and to put the Scheme
into effect

¢ THAT the directors be and they are generally and
uncondihonally authonsed for the purposes of
and pursuant to sechon 80(1) of the Comparies
Act 1985 (the "Act”) to exercise all the powers
of the Company to allot relevant secunties (as
defined in section 80(2) of the Act) up to an
aggregate nominal amount of £102 695, such
authonty expirng af the conclusion of the next
annual general meeting of the Company or, if
earler, fifteen months following the passing of this
resolution unless previously revoked or varied by
the Company In general meehng, save that the
directors may before such expiry, make an offer or
agreement which would or might requrre relevant
secunthes to be allofted after such expiry and the
directors may allot relevant securthes pursuant
to any such offer or agreement as if the authority
hereby conferred had not expired

10 THAT subject to and condihional on the passing
of Resolution 9 set out above, the directors be
and they are empowered pursuant o sechon 95
of the Act to allot equity securihies (as defined in
section 24 of the Act) wholly for cash pursuant
to the authonty conferred by Resoluhon 9 above
(as vaned from time to iime by the Company In
general meeting) as if section 89(1) of the Act did
not apply fo any such allotment provided that this
power shall be imited to

10 1 the allotment of equity securihes In
connechon with a nghts issue or other pro
rata offer in favour of holders of orcinary
shares In the capital of the Company where
the equity secunties respectively attnbutable
to the interests of all the ordinary sharehotders
are proportionate (as nearly as may be) fo
the respective numbers of ordinary shares
held by them subject in each case to such
exclusions or other arrangements as the
directors may deem necessary or expedient
in relation to fractional entitlements or any
legal or prachcal problems under the laws
of any terntory, or the requirements of any
regulatory body or otherwise, and

10 2 the allotment of equity securities {(otherwise
than pursuant fo sub-paragraph 10 1 above)
up to an aggregate nominal amount of
£15 404

and shall expire on the expiry of the authonty
contained in Resolution 9 set out above
except that the Company may, before such
expiry make an offer or agreement which
would or might require equity secunties to be
adllotted after such expiry and the directors
may allot equity securthies in pursuance of
any such offer or agreement as if the power
conferred by this Resoluton had not expired

Appendix - Summgry of the Broker Network Holdings
plc Savings Related Share Option Scheme 2007 (“the
Schema™)

The Board of Directors of the Company
recommended the introduchon of the Scheme on 21
March 2007 and approved the Rules of the Scheme
on 11 September 2007

The establishment of the Scheme 1s subject o
approval by the shareholders of the Company in
general meeting (see Notice of AGM resolution 8)

The Scheme 13 Intended to enable all qualfying
employees of companies In the Broker Network Group
to acqguwe ordinary shares in Broker Network Holdings
plc through regular savings from therr net pay The
Board believes that the mtroduchon of the Scheme
will be of significant benefit to the Company by
inking the interests of the employees with thase of the
shareholders




It 1s Intended that the Scheme will be approved by H
M Revenue & Customs ("HMRC™) under Schedule 3
to the Income Tax (Earning and Pensions) Act 2003
("the Act")

The Scheme will run for ten years and the principal
feotures of the Scheme are summansed below

Ehgibilty

Employees of companies in the Broker Network
Group (“the Group™} are eligible if theirr emoluments
are chargeable to UK income tax under sections

15 or 21 of the Act The directors may nominate
other employees as eligible The directors may set

a minimum service requirement not exceeding five
years

Grant of ophons

Invitahions to apply for options may be 1ssued within
42 days after the announcement by the Company to
the market of its results for any penod, and at other
times in circumstances considered to be special by
the directors No options may be granted more than
ten years affer the approval of the Scheme by the
shareholders Ophens granted under the Scheme
are personal to the ophon holder and, except on the
death of an ophon holder, may not be transferred

No consideration 1s payable for the grant of an ophon
and ophions are not pensionable

Savings contracts

An eligible employee who applies for an ophon under
the Scheme must also enter nto a related HMRC-
approved savings contract for a period of three or five
years (requirng payments of currently not less fhan
£5 per month and not more than £250 per month)
Ordingry shares rmay only be acquired under the
Scheme using these savings

Price

The price payable for each ordinary share under an
option shali be determined by the directors provided
that the price shall not be less than 80 per cent of the
middle market price of an ordinary share averaged
over the three business days immediately preceding
that on which an invitation to apply for ophons s
made or, In the case of an ophion to subscrbe for
ordinary shares the nominal value of such ordinary
shares If greater
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Limits

No option shall be granted under the Scheme, which
would cause the number of ordinary shares 15 1ssued
or 1ssuable by the Company under the Scheme or
any other share scheme adepted by the Company
o exceed fen per cent of the Company’s 1ssued
ordinary share copital in the preceding ten years

if applications are received for options In excess of
these limifs the director may scale the applications
down

Exercise

An ophtion will normally be exercisable for a penod

of six months after the third or fifth anniversary bonus
(os apphcable) 1s paid under the savings contract
provided that the ophion holder has remained in
employment with a Group company throughout that
penod

Options normally lapse on cessation of employment
However, exercise 15 permitted

a) the opton holder ceases to be employed
(rrespective of the penod for which the ophion has
been held) by reason of death injury disabiity
redundancy, or retrement on reaching 60 or
contractual retrement age, or where the company
or business by which the ophon holder 1s employed
ceases to be under the control of the Company
or the business in which the ophon holder I1s
employed s fransferred out of the Group, or

b) the opton holder ceases to be employed {(where
an ophen has been held for more than three
years) by reason of (a) taking up employment
{with the approval of the directors) with a related
undertaking. or (b) not taking up her statutory
contractual nght to return to work where she has
been absent from work because of pregnancy or
confinement. or {¢) the option holder ceases to
be employed for any reason other than summary
dismussal

If an option holder remains employed offer reaching
60, he may exercise his ophon within six months of
that date or. If not so exercised, dunng the normal
exercise penod set out above

A six month exercise penod would also apply 1n the
event of a change of control of the Company
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rights attaching fo shares

All Ordinary shares allotted or transferred under the
Scheme will rank equally with all other Ordinary
shares of the Company for the hme being in 1ssue
The Company will, af 1ts expense make application
to the London Stock Exchange for admussion to the
Offical List of shares allotted

Adjustment of options

On any vanation of the Ordinary share capital of the
Company, the directors so far as dllowed by HMRC,
may make such adjustments as they consider fair
and reasonable to the number of Ordinary shares
comprnsed in each ophon and the price payable
on exercise of each ophon No adjustment may

be made which would result in the increase of the
aggregate amount payable on the exercise of an
ophion or any reduchon in the exercise pnce for an
Ordinary share below 1ts nominal value

Alterations to the Scheme

The directors may from time o time alter the Scheme
provided that the pnor approval of the Company

in general meeting 15 obtained for alterations to

the advantage of option holders Such approvol

15 not required if the alteration ts necessary or
desirable to mantain HMRC approval, or to iake
advantage of provisions of any exishng or proposed
legislahon relating to option schemes, or to benefit
the administration of the Scheme No amendment
to a key feature of the Scheme may take effect until
approved by HMRC

Note

This summary sets out the main terms of the Scheme
However this summary does not form part of the
Scheme and shalt not be taken as affeching the
interpretation of its detailted rules The directors
reserve the nght up fo the time of the Annuai General
Meeting fo make such amendments or additions

to the Scheme as they may consider necessary or
appropnate provided thot such amendments or
additions do not confict in any matenal respect with
this summary of the Scheme

Documents available for inspection

Copies of the rules of The Broker Network Holdings
plc Savings Related Share Ophon Scheme will be
avallable for nspechon at the Registered Office

of the Company, and at the Company’s Offices at
3rd Floor, 107 Fenchurch Street London, EC3M 5JF
durnng normal business hours on any business day
(excluding public holidays) from this date of this
notice untl the close of the Annual General Meeting
and aolso at the Annual Generai Meeting venue for at
least 15 minutes prior to and durng the meehng

By order of the Board

Julie Hale

Group Finance Director and Company Secretary
12 September 2007

Mowbray House

Mowbray Square

Harrogate

HG1 5AU
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A member enfifled fo attend and vote at the
Annual General Meehing ("Meeting™) 15 entitled o
appomnt a proxy or proxies fo attend and on a poll,
to vote instead of him/her A proxy need not be a
member of the Company Brief personal details of
the Directors proposed for re-election dre noted on
page 14 of the annual report and accounts

A form of proxy 1s provided with this notice and
instruchions for use are shaown on the form To

be vald completed forms must be receved

ot the office of the Company’s Registrars af
Computershare Investor Services PLC, The Pavilion
Bridgewater Road, Bristol BS13 8FB not less than

48 hours before the time fixed for the Meeting
Complehon and return of the form of proxy will not
prevent a member from attending and vohing in
person at the Meeting

The Company specifies pursuant fo Regulation
34 of the Uncertificated Securnhes Regulations
1995 that only those shareholders registered in
the Register of Members of the Company as at
11 00am on 15 QOctober 2007 shall be entifled fo
attend or vote at the Meeting in respect of the
number of shares registered in thew respechve
names at that tme Changes fo entnes on

the Register of Members after that time will be
disregarded in determining the nghts of any
person to attend or vote at the Meeting

The following documenits will be available for
inspechion af the registered office of the Company
durng normal business hours on any weekday
(Saturdays and publc hohdays excepted) until the
date of the meeting and on 17 October 2007 at
Rudding Park, Follifoot Harrogate, North Yorkshire,
HG3 1JH

(a) Copies of the directors’ service contfracts and

(b} The reqister of the drectors’ inferests i shares
In the capital of the Company
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