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Directors’ report
The Directors present their report and financial statements for tha penod ended 1 January 2011

Pnncipal activities
The pnancipal activities of the Company dunng the penod related to legal services and insurance claims handling

Business review

The results for the penod are set out on page 5 of the financial statements Durng the penod, the Company made a profit before taxation of £4,249,000
(penod ended 2 January 2010 profit of £3,249,00Q)

The Company continues to operate using an overdraft facility provided by its ultimate parent soctety, which has provided confirmation of its continued
support

The Company uses both financial and non-financial key performance indicators to manage the business For the in-house persenal injury practice, the
business momitors the number of new cases commenced, the number of cases closed, the average value of revenue and the total practica revenue For the
year, the number of cases commenced was 11,484 The number of cases settled was 7,260 The average settled revenue for the year was £1 360 per case
and the total revenue for the practice was £13 1m  In addition, the Company monitors the value of fees recervable from its panel solieitors in respect of
persanal injury cases referred to them During the year the fees totalled £333,645

The key indicater for claims handling 1s the level of revenue generated from both the claims handling activities and the ancillary commission fees this work
generates n the year, the business recorded ctaims handling revenue of £2 1m and commission fees of £1 Tm

Parent Key Performance Indicators

In addition to monitonng revenue and profitability of the Company, the Directors also monitor a number of key performance indicators of the Co-cperative
Group (‘the group™) These inctude financial performance growth In and engagement of members of the group, growing customer loyalty and corporate
reputation of the group  Further details on these key measures can be found on pages 40-41 of the Group s annual report

Principal nsks and uncertainties

The Company has a small number of contractual relationships with refermers of work Adherence to these contracts represents a nsk to the business and as
such, the performance of the contracts 1s monitored at a fugh level within the Company and regular review meetings are held with the contracting parties

There s additional nsk to the business in that the assessment of hability 15 a key activity and the standard of the assessments needs to be consistert In
order to ensura this I1s achiaved, regular tratning 15 performed and 1s backed up by a team infrastructure which provides guidance, tuition and review

Further discussion of neks and uncertainties, in the context of the group as a whole s provided on pages 42-45 of the group s annual report which does not
form part of this report

Dwidend
The Directors do not recommend the payment of a dividend (2010 £nil}
Directors

The Directors who held office dunng the penod wera as follows

Jonathan Gulliford Rodger Pannone
Rabent Labadie Edward Ryan
Timothy Lock Neil Braithwaite
Dawvid Neave lan Mackie
Employeas

Employees are provided with business specific communication and these are supported by two corporate publications Magma magazine and Us magazine
All managers are kept informed about the group s performance through annual, intenm and social accourtability reports, management bulletins and
Newshine the electronic weekly new service

Tha Company s policy 1s to recruit disabled workers for those vacancies they are able to fill  All necessary assistance with initial traiming courses 1S given
Once smployed, a career plan 1s developed so as to ensure suttable opportunities for each disabled person  Arrangements are mada, where possible, for
retaining employees who become disabled, to enable them to perform work identified as appropnate to their aptitudes and abilites

Creditor payment terms

The group’s Code on Business Conduct sets out the Company s ang its subsidianes relationships with its suppliers and ds undertaking to pay s suppliers
on time and according to agreed terms of trade
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Directors’ Report (continued)

Corpaorate responsibility and the anvironment

The Company closely follews the group s corporate responsibility and emvironmental policies The group prowides a sustainable development section in its
annual repont This can be found on pages 32-35 In additon the group s Sustainabiity Report which will be published towards the latter half 2011,
descnbes how the group manages its social, ethical and environmantal impact

Palitical and charitable contributions

The Comparty made no pohtical or chantable donations or incurred any poliical expenditure dunng the penod {2010 Eqil)

Going concam

The financial statements have been prepared on a going concem basis notwithstanding the overdraft faciity as an assurance has been received from the
ultimate parent undertaking that financial support will continue to be made available for the forseeable future

Disclosure of information to auditors

The Directors who held coffica at the date of approval of this Directors report confirm that, so far as they am each aware there is 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 awars of any relavant audit information and to estabhish that the Company s auditors are aware of that information

Auditors

In accordance with Section 487 of tha C

[ Act 2006 the auditors will be deemed to be reappainted and KPMG Audit Plc will therefore cortinue in

Registered Office
New Century House
Corporation Straet
Manchester
MB0 4ES
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Statement of Directors' responsibilities in respect of the Directors' report and the financial statements

The Directors are responsible for prepanng the Directors’ report and the financial statements 1n accordance with apphcable law and regutations

Company law requires the Directors to prepare financial statements for each financial year UUnder that law they have elected to prepare the financial
statements n accordance with IFRSs as adopted by the EU and apphcable law

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 Company and of the profit or loss of the Company for that penod

In prepanng these financial statements, the Directars are required to

select suitable accounting policies and then apply them consistently,
make judgements and estimates that are reasonable and prudent
state whether they have been prepared i accordance with IFRSs as adopted by the EU, and

prepare the financial statements on the gotng concem basis unless it 1s inappropnate to presume that the
Company will cortinue in business

The Directors are responsible for keeping adequate accounting reconds that are sufficient to show and explain the Company s transactions and disclose with
reasonable accuracy at any time the financial position of the Company and enable them to ensure that its financial statements comply with the Companies
Act 2006 They have general responsibility for taking such steps as are reasanably open ta them to safeguard the assets of the Company and to prevent
and detect fraud and cther imegulanties




KPMG Audit Plc

Independent auditors’ report to the members of Co-operative Legal Services Limited

We have audited the financial statements of Co-operative Legal Services Limited for the period ended |
January 2011 set out on pages 5 to 25 The financial reporting framework that has been applied n their
preparation 15 applicable law and Intermational Financial Reporting Standards (IFRSs) as adopted by the
EU

This report 15 made solely to the Company's members, as a body, 1n 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 n an auditors' report and for no other purpose To
the fullest extent petmited 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 opmions
we have formed

Respective responsibilities of directors and auditors

As explamed more fully in the Duectors’ Responsibilities Statement set out on page 3 the Directots are
responsible for the preparation of the financial statements and for being satsfied that they give a true and
fair view Our 1esponsibihity 1s to audit. and express an opimon 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 1s provided on the APB's web-site at
www fic org uk/apb/scope/private c¢fm

Opion on financial statements

In cur opmion the financal statentents

e grveqtrue and fair view of the state of the Company’s affairs as at | January 2011 and of 1ts profit for
the period then ended,

e have been propeily prepared m accordance with IFRSs as adopted by the EU and
¢ have been prepared m accordance with the requirements of the Compames Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opmion the information given n the Directors’ Report for the financial pertod for which the
financial statements are prepared 1 consistent with the financial siatements

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 1n our opinion

s adequate accounting records have not been kepl, or returns adequaie for cur audit have not been
received fiom branches not visited by us o

« the financial statements are not 1 agreement with the accountng records and retums, or
¢ certain disclosures of Directors’ remuneration specified by law are not made. or
* we have not received all the information and explanations we require for our audit

A epup—

AC Campbell-Orde (Senor Statutory Auditor)

for and on behalf of KPMG Audit Ple, Statutory Auditor
Chartered Accountants

100 Temple Street

Bristol

BS1 6AG

13 U’dlU 20V




Income statement
for the period ended 1 January 2011

Revenue
Cost of sales

Gross profit
Cther expenses

Cperating profit
Financial expenses

Profit befora taxation
Taxation

Profit for the penod

All amounts relate to continuing activities

Statement of comprehensive income
for the period ended 1 January 2011

For period
ended 1

January
Notes 2011

£000

2 20,516
(6,167)

14,349

(9,977}

4,372
6 (123)

23 4,249

7 36

4,285

Co-operative Legal Services Limited
05671209

Financial statements

1 January 2011

For penod
ended 2
January

2010
£'000

19,769
(5,166)

14 603
{11,227)

3,376
(127)

3,249
13

3,362

The Company has no recogmsed income or expenses in the current or pnor penod other than those inctuded 1n the snceme statemeant shown above




Balance Sheet
at 1 January 2011

Non-current assets
Property, plant ang equipment
Intang ble assets

Invesiments in subsidianes
Defarred tax assets

Total non-current assets

Current assets
inventones
Trade and other recevables

Total current assets

Total assets

Current liabiites
Bank overdraft
Trade and other payables

Total current lrabilities
Total liabilites

Not assets

Equity
Equity Capntal & Reserves

Total squity

These financial statements were approved by the Board of Directors on

signed on its behalf by

Timothy Lock
Drrector

Notes

10
14

11
12

13
13

For period For period
ended 1 ended 1
January Januvary

201 2011
£'000 £000
1,111
926
100
89
2,228
334
21,912
22,248
24472
13,861
1,106

14,968

14,966
9,506
9,507

$,507

//KJTAJ L0/
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For penod  Far penod
ended 2 ended 2

January January
2010 2010
£000 £'000
1,452
1.210

100
2,762

260

18,988
19 248

22010
e

12,688
4,100

16 788
16,788

5,222
—_—

5222
5222
e

and were




Statement of changes in equity
for the period ended 1 January 2011

Bailance at 2 January 2010
Profit for the penod

Balance at 1 January 2011

Balance at 10 January 2009
Profit for the penod

Balance at 2 January 2010

All tems are shown net of tax

Co-operative Legal Services Limited

05671209

Financial statements.

1 January 2011

Called up

share Revaluation Retained Total
capital resaerve  earnings squity
£'000 £'000 £°000 £000

- - 5,222 §,222

- - 4,285 4,285

- - 8,507 9,507

. - 1,860 1,860

. - 3 362 3362

. - 5,222 5,222




Statement of cash flows
for the period ended 1 January 2011

Profit before taxation

Cash generated from operations
Cash flows from invesung activities

Acquisthon of property, plant and eguipment
Purchase of intangible assets

Net cash from investing activities

Cash flows from financing activities

Interest paid on bormowings
Tax pawd

Net cash from financing activities

Net dacrease in cash and cash equivalents
Cash and cash equivalents at 2 January 2010
Cash and cash equivalents at 1 January 2011

Notes

16

w0 o

For period
ended 2
January

2011
£'000

4,249

— (344)

{160)

(82)

242

(123)

(87)
(1,172)
{12,688)

!13 BSO!
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1 January 2011

For penod
ended 2
January

2010
£000

3,249

118

{75)

(49)

124

(127}
113

— 04
(20
{12,668)

{12,688)
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Notes
(forming part of the financial statements)

1 Accounting policies

Reporting entity

Co-operative Legai Services Limited 1s a Company dormiciled in England and Wales The address of the Company s registered office 1s PO Box 53, New
Century House Manchester, M60 4ES

Bagis of preparation

The financial statements have been prepared in accordance with applicable Intermationa) Financial Repeorting Standards as endorsed by the EU (IFRS) for
the penod ended 1 January 2011 and are prepared on the histoncal cost basis The accounting policies set out below have been apphed consistently to all
penods presented i these financial statements

The Company 1s exempt by virtue of s400 of the Companies Act 2008 from the requirement to prepare consolidated accounts as it 1s a wholly owned
subsidiary of Co-operative Group Limited a society incorporated in England and Wales These financial statements present information about the Company
as an individual undertaking only The accounting policies set out below have been applied consistently to all pencds presented in these financial
statements

The preparation of financial statements in conformity with IFRS requires management to make judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets and labiliies income and expenses Actual results may differ from these estimates

Estimatas and underying assumptions are based on histoncal expenence and vanous other factors that are believed to be reasonable under the
circumstances the results of which form the basis of making the judgements about carnynng values of assets and habiliies that are not readily apparent from
other sources

The estimates and underying assumptions are reviewed on an ongoing basis Rewisions to accounting estmates are recogmsed in the perod in which the
estimate 1s revised If the revision affects only that penod, or #n the penod of the rewision and future penods If the revision affects both current and future
penads

Accounting date

The financial statements for the Company are made up for the 52 weeks to 1 January 2011 This financial penod s figures below are headed 2011 and the
corresponding figures for the previous year (51 weeks ended 2 January 2010) are headed 2010 below Therefore the comparative amounts are not entirely
comparable as they are based on a lenger penod

Going concern

The financial statemaents have been prepared on a going concern basis, notwithstanding the overdraft facility, as an assurance has been received from the
ultimate parent undertaking that financial support will continue to be made available for the forseeable future

Standards and interpretations 1ssued but not yet effective

Tha Company has not early adopted the following standards and statements which have been endorsed by the EU but are not yet effectve The adopbion of
these standards 1s not expected to have a matenal impact on the Company s accounts when adopted, except where stated

In August 2009, IFRIC 19 Extinguishing Financial Liabihties with Equity Instruments was issued This interpretation deals with the accounting involved when
renegotiating debt instruments into eguity instruments  The interpretation 1 effective for annual penods baginrung on or aftar ¥ July 2010 and 1t 15 expected
that this will not have a significant impact on the Company s financa) statements

In November 2009, the IASB 1ssued amendments to IAS 24 Related Parties Disclosures These amendments changed the definition of related parties The
standard 15 effective from 1 January 2011 and it 15 expected that these amendments will not have a significant impact on the Company s financial
statements

In November 2009, the |IASB 1ssued Prepayments of a Mimimum Funding Requirement (Amendments to IFRIC 14} Without the amendments, In some
crcumstances entities are not permitted to recognisé as an asset some voluntary prepayments for minimum funding contnbutions The amendments are
effective for annual pernods beginning 1 January 2011 and must be applied retrospectively Thesae amendments will not have a significant impact on the
group s financial statements

In May 2010, the IASB issued Improvements to IFRSs 2010, which compnses amendments 1o 7 standards Effective dates eary application and
transitional requirements ara addressed on a standard-by-standard basis The majonty of the amendments will be effective for the group from 1 January
2011 The amendments are unlikely to have a matenal impact on the Cempany s financial statements

In October 2010 the 1ASB reissued IFRS 9, incorperating new reguirements on accounting for financial labilties, and carrying over from IAS 39 the
requirements for derecognition of financial assets and financial habiibes IFRS 9 has not yet been endorsed by the European Union but if endorsed, the
standard will be effective for penods beginmng on or after 1 January 2013 and will have a significant effect on the group s financial statements The group
does not plan to judge the extent of this impact until after IFRS 9 s endorsement
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Notes {continued)
1 Accounting Poticies (continued)

Cash and cash equivalents

Cash and cash equivalents compnse cash balances and call deposits Bank overdrafts that are repayable on demand and form an integral part of the Ca-
operative Legal Services Limited cash management are included as a component of cash and cash equivalents for the purposa of the cash flow statement

Cash flow statement

In the cash flow statement the reconcihation to cash has been parformed from operating profit tn note 16 in order that the cash flows of the antty can be
compared consistently with those of the group accounts

Property, plant and equipment and depreciation

(i) Owned assets

Cost includes expenditure that 15 diractly attnbutable to the acquisition of the asset The cost of self-constructed assets includes the cost of matenals and
direct tabour any other costs directly attnbutable to bnnging the asset to a working condition for its intended use and the costs of dismanthing and removing

the items and restonng the site on which they are located Purchased software that 1s integral to the functionality of the related equipment 1s capialised as
part of that equipment

Depreciation s charged to the income statement on a straight-line basis over the astimated useful ives of each pant of an item of property, plant and
egupment Land 1s not depreciated The estimated usefut ives are as follows.

Plant and equipment - Syears
Fixtures and fittngs - Syears
Computer Software -  2-5years

The residuat value, if not insignificant 1s reassessed annually

Where parts of an item of property plant and equipment have diffarent usetul lives, they are accounted for as separate items of propenty plant and
equipment

No depreciation 1s provided on freehold land

(i) Leased assels

Leases where the Company assumes substantially all the nsks and rewards of ownership are classified as finance leases The cwner-occupied property
acquired by way of finance leasa 15 stated at an amount equal to the lower of its fair value and the present value of the minimum fease payments at the
inception of the lease, less accumulated depreciation and )/mpaiment losses Whare the Company makes improvemants to property that 1s rented under
operating leases these are classified as leasehold improvements and depreciated over hife of the lease

The estimated useful ives are as follows

Leasehold improvements - 8years

intangible assets
{i) Ex¢lugive Rights
The imangible asset refates to the purchase of exclusive nghts to the Co-operative Financial Services Lid household and motor legal expensa insurance

claims hangling service

(i) Amortisation

Amortisation 1s charged to the income statement on a straight-line basis over the estimated useful lives of intangible assets Goodwill Is tested annually for
impairment and 1s not subject to amorsation Where thena 15 indicatron of impairment an imparmeant review wall be performed

(iii) Subsequant expenditure

Subsequent expenditure on capitahsed intangible assets 1s capitalised only when it iIncreases the future economic benefits embodied In the specific asset to
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Notes (continued}
1 Accounting Policies {continued)

impanment

The carrying amount of the Company's assets other than biological assets, investment property, mventonies and defered tax assets. are reviewed at gach
balance sheet date to determine whether there 1s any indication of impairment If any such indication exists, the assets recoverable amount 1s estimated

An impaimerit loss 18 recognised whenever the carrying amourt of an asset or ts cash-generating unit exceeds i1s recoverable amount Impairment losses
are recognised in the income statement

The recoverable amount of the Company s assets 1s the greater of their net selling pnce and value In use In assessing value In use the estimated futura
cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the
nsks specific to the asset

In respect of these assets, an impairment loss I1s reversed If there has been a change In the estmates based on an event subsequent to the 1mtal
impairment used to determine the recoverable amount

An impairment loss 1s reversed only to the extert that the asset s camying amount doas not exceed the camying amount that would have been determined,
net of depreciation or amortisation, If no iImpaiment loss had been recognised An rmpairment loss recognised for goodwill shall not be reversed in a
subsequent penod

Pensions and other post-retirement benefits

The Company s employees are members of a Group wide pensions scheme, the Co-operative Group Pension (Average Career Eamings) Scheme (the
PACE Scheme) The Company contnbutes to the PACE Scheme in respect of its employees who are members of the Scheme The PACE Scheme is a
defined benefit scheme but the Company 15 unable to wdentify tts share of the underlying assets and lizbilities of the scheme and therefore contnbutions to
tha scheme are accounted for as If it were a defined contnbution scheme There 1s na contracted agreement or stated Group policy for charging the net
defined benefit cost for the plan as a whole measured 1n accordance with IAS 19 to mdnidual Group entities, therefora Co-operative Legal Services Limited,
0 its individual financial statements, cannot recagrise the net defined cost so charged Refer to disclosure of infarmation relevant to the scheme on nete 5

Inventones

Inventones and work in progress are stated at the lower of cost including attnbutable overheads, and net realisable value Work In progress represents
staff costs incumed an personal Inury claims that have yet to reach the stage where revenue 1s recognised

Operating segments

The Company s chief operating deciston makers are the Board of Directors The Company does not have any different components of its business which
would need to be disclosed separately under [FRS 8 Operating Segments

Taxation
(1} Income tax
Income tax on the profit or Joss for the year compnses current and deferred tax

Current tax 1s the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the balance sheet date, and
any adjustment to tax payable in respect of previous years

(11} Deferred taxation

Deferred tax 1s prowided with no discounting, using the balance sheet abshty method, providing for temporary difference between the camyng amounts of
assets and labilities for financial reporting purposes and the amounts used for taxation purposes The following temporary differences are not provided for
the tibal recognition of assets or habilities that affect neither accounting nor taxable profits and differences relating to investments In subsidianes to the
extent that they wil! probably not raverse In the foreseeable future The amount of deferred tax provided 1s based on the expected manner of realisatron or
settliement of the canrying amount of assets and habiliies using tax rates enacted or substantively enacted at the balance sheet date

A deferred tax asset 1s recognised only to the extent that it 1s probable that future taxable profits will be available against which the asset can be utilised
Deferred tax assets are reduced to the extent that it 18 rno longer probable that the related tax benefit will be realised In the case of investment properties it
15 assumed that uplifts on valuation principally reflect future rentals
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Notes [continuad)
1 Accounting Policles {continued)

Ravenue

Revenue is recognised when the nght to consideration 1s eamed to the extent that it 1s probable that the economic benefits will flow te the Company and the
revenue can be reliably measured Revenue 15 measured at the far value of the consideration recerved excluding discounts, rebates VAT and other sales
tax or duty The following cntena must be met before revenue 1s recognised

Personal injury claims

Revenue on injury claims processed by the in-house solicitor 15 accrued ovar the Iife of the case as certain case milestones are achigved No revenue IS
booked beyond the extent of recoverable costs until the adrmission of lability 1s received from the third party insurer

Reavenue on injury claims referred to the Company s external panel of solicitors 15 booked when the Company has a nght to consideration wn accordance
with the arrangement with the panel salicitor

Claims handling
Revenue for clasms handhng represents the nght to consideration earned n respect of claims handling services performed dunng the penod through
performance of contractual obligations, net of any sales tax All income anses within the UK

Wills
Revenue on wills wnitten by the in-house team 1s booked on receipt of payment, which i1s received on instruction From the year ended 1st January 2011,
Wills revenue Is recorded in the statutory accounts of The Co-operative Trust Corperation, a subsidiary company of Co-operative Legal Senices

Commussions
Commissions are earned for refermng car hire opportunities to a third party hire provider Tumover represents the gross amount of commissions eamed and
1§ recognised on hire acceptance

In additon commissions are received on the referral of conveyancing work to an external solicitor Tumover reprasents the gross amount of commissions
eamed and is recogmsed on completion of the canveyance

Service charges
The Company invoices its subsidiary, The Co-operative Trust Corporatien Limited for beth the secondmaent of staff and the use of the Company's facilities
The costs are mvoiced at a fair market rate

Operating Leases
Operating iease rentals are charged to the profit and loss account on a straight-line basis over the penod of the lease

Lease incentives received are recognised in the income statement as an integral part of the total lease expense
Provisions

A provision 18 recogrused in the balance sheet when the Company has a legal or constructive obligation as a result of a past event, and it 1s probable that an
outftow of econormic benefits will be required to settte the obligation If the effect 1s matenal, provisions are determined by discounting the expected future
cash flows at a pre-tax rate that reflects current market assessments of the tme value of money and, where appropnate the nsks specific to the liability




Co-operative Legal Services Limited
05671209

Fnancial statements

1 January 2011

Notes (continued)

2 Revanue
2011 2010
£900 £'000
Revenue comprises the following
Personal injury clams 13,547 10,900
Clarms handling 2131 2,005
Commissions 1722 1806
Senace Charges 3118 4610
will Wnting - 448
20,5186 19,768
3 Profit befora taxation
201 2010
£'000 £000
Frofit before taxation is stated aRer charging / (crediting}
Depreciation 500 466
Amortisation of intangibles 368 348
Operating ‘ease rental charges - plant and 171 -3
Operating lease rental charges - land and 379 379
s ]

The auditor's remuneration of £18,360 (2010 £18 000) 1s bome by the ultimate parent undertaking The Company 1s axempt by wrtue of s494 of the
Companies Act 2006 from further disclosures in relation to auditors' remuneration as it 1s a wholly owned subsidiary of the Co-operauve Group Limited for
which consolidated financial statements are prepared disclosing non-audit fee information on a group wide basis

4 Staff numbers and costs

The average number of persons employed by the Company (including Directors) dunng the penod, analysed by category, was as follows

Number of Number of
employees employees
2011 2010
Full-tme 286 237
286 237

The aggregate payroll costs of these persons were as follows
2011 2010
£000 £'000
Wages and salanes 7,843 6340
Soctal secunty costs 777 574
Other pension costs (sea note 5) 455 e
9,075 7,260

Directors remuyneration 15 respect of servces provided to the Co-operative Legal Services Limited were £931,000 (for the year ended 2 January 2010
£762,000)
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Notes (continued)

5 Pension Scheme

The Company 1s 8 wholly owned subsidiary of Co-operative Group Limted which operates a defined benefit pension scheme (the PACE Scheme), the
assets of which are held in a separate trust fund

The pension ¢osts are assessed In accordance with actuanal advice using the projected unit method

The most recent valuation of the PACE Scheme was camed owut by a quabfied actuary in Apal 2007 The assumptions used by the actuary are the best
estimates chosen from a range of passible actuanal assumptions, which, due to the tmescale covered, may not necessanly be bome out In practice

The actuanal valuation of the PACE Scheme as noted above has been updated {0 1 January 2011

2011 2010
The principal assumptions used to detaermine the liabilities of the Group’s pension schemes were
Discount rate 5 20% 5 60%
Rate of increase in salanes 520% 530%
Future pension increases where capped at 5 0% pa 370% 3 80%
Future pension increases where capped at 2 5% pa 2 50% 2 50%
Assumptions used to datermine net pension cost for the PACE scheme are
Discount rate 5 60% 570%
Expected long-term retum on scherme assats 8 50% 6 40%
Rate of increasa 1n salanes 530% 475%

The average life expectancy (in years) for mortalty tables used to determine scheme habihiies for the varous different schemas at 1 January 2011 are as

follows

Male Female
Member currently aged 65 (cument life expectancy) 217 233
Member currently aged 45 (Iife expectancy at age 65) 232 249
The fair value of the PACE Scheme s assets which are intended 1o be realised In the future may be subiect ta significant change before they are realised

2011 U0

rm rm

The amounts recognised in the balance sheet are as follows
Present value of funded obligations (5,794 2) {5,509 0)
Present value of unfunded liabilities 41) 03
Fair value of plan assets 8,0713 5514 4
Net retirement benefit asset 2730 51

2011 2010

m rm

Changes in the present value of the scheme habilities are as follows
Opering defined banefit labilities 55128 4,803 4
Current service cost 48 1 364
Interest on labilities 3049 2649
Contnbutions by members 213 204
Actuanal losses recoegmsed In aquity 1235 5813
Benefits paid {210 3} {193 6)
Gains on settlements and curtaiiments - -
Closing defined benefit habilities 5,798 3 55128
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5 Pension Scheme (continued)

Co-operatve Legal Servicas Limited

05671209
Financial statements
1 January 2011

2011 2010
£m £m
Changes In the fair value of the scheme assets are as follows

Opening fair value of scheme assets 55144 520486
Expected retum on scheme assets 3542 3229
Actuanal gamns recognised In eéquity 342 1068
Contributions by the employer 57 4 532
Contnbutions by members 213 204
Benefits paid (210 2) {193 5)
Closing fair value of scheme assets 60713 55144
2011 2010

The weighted-average asset allocations at the period end were as follows
Equities 3% 35%
Liability-dnven investments 54% 54%
Alterative growth 9% 6%
Property % 4%
Cash 2% 1%
100% 100%

To develop the expected long-term rate of retum on assets assumption, the Group considered the curent level of expected retums on nsk-free investments
(primanly government bonds), the histoncal level of the nsk premium associated with the other asset classes in which the portfolio 1s Invested and the
expectations for future retumns of each asset class The expected return for each assaet class was then weighted based on the target asset allocation to

develop the expected long-term rate of retum on assets assumpton for the portfolio This rasutted in the selection of the 6 5% (2008 6 4%) assumption for
the penod ended 1 January 2011

The group expetts to contnbute £67 7m to us PACE scheme in 2011

There 1s no contractual agreement or stated Group policy for charging the net defined benefit cost for the plan as a whole measured in accordance with 1AS
19 to individual group entites therefore Co-operative Legal Services Limited, 1n s individual financia! statements, cannol recogruse the net defined cost so
charged The net defined benefit cost of the pensien plan 1s recognised fully by the sponsonng employer which 1s Co-cperative Group Limited

Co-operative Legal Services contnbutes towards the same pansion scheme as the uttimate parert Society, Co-operative Group Limited The scheme 1s a
defined benafit scheme but the Company Is unable to identify its share of the underlying assets and habilities of the scheme and therefore contributions to
the scheme are accounted for as if It were a defined contnbution Co-operative Legal Senvices then recogrises a cosl equal to its contnbution payable for
the penod which was £455,000 (2010 £346 000) Based on advice from a qualified actuary, the contnbutions payable by the parhicipating entities were
16% of pensionable salanes
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Notes (continued)

6 Financial expenses

Intarest expense

7 Taxation
Analysis of charge/credit in period

UK corporation tax

Currant tax on income for the pencd
Adjustments in respect of prior penods
Total current tax

Deferred fax (see note )
Qrigination/revarsal of tming differences
Deferred tax - change in rate to 27%

Tax credit on profit on ordinary activibes

2011
£7000

123

2011 201
£'000 £'000

(56)
20

(36)

Co-aperative Legal Servwices Linated

2010
£000

05671209
Financial statements
1 January 2011

2010
£000

127

2010
£000

{113)

{113

The Budget on 22 June 2010 announced that the UK carparation tax rate will reduce from 28% t0 24% over a penod of 4 years frorn 2011 The subsequent
budget on 23 March 2011 announced that the first reduction in the UK corporation tax rate would be from 28% to 26% with the rate reducing to 23% in 2014
The reduction in the rate to 26% was substantively enacted on 29 March 2011 and s effective from 1 Apnl 2011 This will reduce the company's future
cumertt tax charge accordingly The tax disclosures for the penod reflect the deferred tax at the 27% substantively enacted rate It has not yet been possible
to quantify the full anticrpated effect of the further 4% rate reduchon although this will further reduce the company's future tax charge [and reduce the

company’s deferred tax liabilities! assets accordingly)

Factors affecung the 1ax charge for the current period

The current tax charge for the penod is lower (2010 lower) than the standard rate of corporation tax in the UK 28% (2010 28%) The differences are

explamned below

Current tax reconciiation
Profit before tax

Current tax at 28% (2010 28%})

Effacts of

Expenses not deductible for tax purposes

Change In deferred tax rate to 27%

Nan deductible depreciation and amortisation

Non taxable income

Adjustments to tax charge in respect of previous pencds
Group rehef not paid for [other]

Total income tax charge {see above)

2011
£000

4,249

1,189

NN

104

20
{1,353)

(38)

2010
£000

3,249

909

(1,119)

(113)




Notes (continued)

8 Property, plant and equipment

For the year ended 1 January 2011

Cost

At 2 January 2010
Additrons.

At 1 January 2011
Depreciation

At 2 January 2010
Charge for the penod
At 1 January 2011

Net book value
At 1 January 2011

At 2 January 2010

For the year ended 2 January 2010

Cast
At 10 January 2009
Additions

At 2 January 2010
Degpreciation

At 10 January 2009
Charge for the penod
At 2 January 2010

Net book value
At 2 January 2010

At 10 January 2009

Co-operative Legal Services Limdted
05671209

Financial statements

1 January 2011

Leasaehold Plantand  Fixtures Total
improveme machinery and fittings
nts

£000 £000 £000 £'000

264 2 000 486 2,750

- 114 46 160

264 2,114 532 2,910

11 990 197 1298

34 367 99 500

145 1,357 296 1,798

119 757 236 1,111

153 1,010 289 1,452
Leasehold Plantand Fixtures and Total

improvemen  machinery fithngs
ts

£'000 £000 £000 £000
264 1,936 475 2675

. 64 1 5

264 2,000 486 2,750
78 649 105 832
33 341 92 466
11 990 197 1,298
153 1,010 289 1,452
186 1287 370 1,843




Notes {continued)

9 Intangible Assets

For the year ended 1 January 2011

Cost

At 2 January 2010
Acquisitions In penod
At 1 January 2011
Amortisation

At 2 January 2010
Charge for the penod
At 1 January 2011

Net book value
At 1 January 2011

At 2 January 2010

Co-operative Legal Services Limtad
05671209

Financial statements

1 January 2014

Exclusive Computer Total
Rights software

£000 £000 £000

2 250 123 2373

- 82 82

2,250 205 2,455
1,112 51 1,163
321 45 366
1,433 96 1,529
817 109 926
1,138 73 1210

Amortisation charges of £366 000 (2010 £348 000} are recogmsed in operating expenses within the ncome statement

The licences / software have a useful economic hfe of 2 - 5 years and are amortsed on a straight hne basis over those years

For the year ended 2 January 2010

Cast

At 10 January 2009
Acquisirons in period
At 2 January 2010
Amortisation

At 10 January 2009
Charge for the penod
At 2 January 2010

Net hook value
At 2 January 2010

At 10 January 2009

Licences Computer Total
software

£000 £'000 £000
2250 74 2324
- 49 49
2,250 123 2373
™ 24 815
321 27 348
1,112 51 1,163
1,138 72 1,210
14539 50 1509
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Notes {continued)

16 Investments

The Company holds an investment of £108,000 representing 100% of the ordinary share capital of The Co-operative Trust Corporation Limited (year ended
2 January 2010 £100 000), a2 Legal Services Company registered in England and Wales

investments
Amount of Nature of Principal Country of %
investment share activity arigin Ownership
£'000 capital
The Co-operative Trust Corporation Limited 100 000 Onginal Legal England and 100%
Services Walas
11 Inventories
2011 2010
£'000 £ 000
Work in progress 334 260
12 Trade and other recelvakles
2011 2010
£'000 £000
Current assels
Trade recevables 353 353
Amounts owed by group undertakings 5,029 5228
Amgounts recoverable on contracts 15,650 12,071
Prepayments and accrued ncome 880 1,336
21,912 18,988

All of the abeve financial assets are classified as loans and recevables

Trade debtors include amounts totalling £282k (year ended 2 January 2010 £184k}, which are overdus but not considered to be impawed, age analysed as
follows

2011 2010
£000 £'000

Amounts overdue
Less than 3 months 263 128
3 to & months 28 )
More than 6 months 1 26
292 185

Amounts overdue but not iImpaired typically compnse high volumeflow value balances for which the individual trading businesses do nat seek collateral but
continue to work with courtemparties to secure settlement No ather debtars are overdue.

Amounts owed by group undertakings are repayable on demand




Notes (continued)

13 Trade and othar payables

Current habiltres

Bank loans and overdrafts

Trade payables

Amounts owed to group undertakings

Other payables including taxation and social security
Accruals and deferred income

14 Deferred Taxation

Deferred income taxes are calculated on all temporary diffarences under the ability method using an effective rate of X% (2010 28%)

Dafarred taxation assst / (habiity}
At 2 January 2010

Income statement charge / credit in the penod

At 1 January 2011

Comprising
Short term timing differences
Accelerated tax depreciation
Tax losses

At ¥ January 2011

15 Called up shara capital

Authorised
A QOrdinary shares of £1 each
‘B' Ordinary shares of £1 each

Allotted, called up and fully paid
‘A’ Qrdinary shares of £1 each
‘B’ Ordinary shares of £1 each

2011
£'000

13,861
362
19
624

14,968

2011

75
25

100

75
25

100

IFRIC 2 determings the features, which allow shares to be classified as equity capital

Co-operative Legal Services Limited
05671208

Financial statements

1 Janyary 2011

2010
£000

12 688
2,618
461
37
784

16,788

£000

53

36

89

89

89

2010

75
25

100

75

100

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled 1o one vote per share at meetings of the

Company

Consideration for all 1ssues was at par and received in cash

The A shareholders have the nght to appoint up to four Directors to the Board of Directors and to appoint one of their four Directors to serve as Chairman
of the Board The B shareholders have the nght to appoint four Directors to the Board of Diractors At a meesting of the Board of Directors the ‘A
shareholder appointed Directors are deemed to have three votes and the B sharehelder appointed Directors are deemed to have one vote (n relation to any

resolutions of the Board

20




Notes (continued)

16 Cash flows from operating activities

Cash flows from operating activities
Profit for the year

Adiustments for

Depreciation

Amortisahon

Interest paid on borrowings

Taxation

Operating profit bafora changes in working capital and provisions
{Increase} / decrease in trade and other receivables

(Decreass) / increass In trade and other payables

(Increase) / decrease in stock

Cash generated from the operations

17 Commit ts and contingent liabllitles

(1) There are no capital commitments at the end of tha curment penod and preceding financtal year

{1} The future minimum lease payments under non-canc le pperating | are as follows

Operating leases which expre
Within one year

In the second ta fifth years inclusive
Qver five years

18 Group Entities

Control of the group

Co-operative Legal Services Limited
05671209

Financial statements

1 January 2011

2011 2010

£'000 £'000

4,285 3,362

500 466

366 348

123 127

{36) {113)

5,238 4,190

(2,924) (5 493)

{3.084) 1484

{74) (73)

(844) 18
2011 2011 2010 2010

Land and Land and

buildings Other buildings Other
£000 £000 £'000 £000

379 154 379 86

1,287 396 1,441 32

479 - 704 -

2,145 550 2524 118

The Company i1s a wholly owned subsidiary of The Co-cperative Group Limited (formerly The Co-operatve Group (CWS) Lirmited), an Industnal and
Provident Society reqistered in England and Wales This 1s the smallest and largest group of which the Company 1s a member and for which consohdated
accounts are prepared A copy of the group accounts can be oblained from the Secretary, The Co-tperative Group Limited PO Box 53 New Century

House, Manchester, M0 4ES
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19 Related parties

Co-operative Financial Services Limited {(CFS)

The Company has a contract with CFS, a fallow subsidiary at Co-operative Group Limited to prowide claims handling serces ralating to the legal
expanse Insurance cover prowded as part of the CFS motor and home general insurance policies The duration of the agreement s seven years
from 14 August 2007 The Company paid CFS £2 25m for exclusiva nghts to the provision af services which 15 shown as an mtangible asset in
thesae financial statements At the panod end, the amount outstanding to CFS was £22,000

The Co-operative Trust Corparation (CTC)

The Company owns 100% of CTC Dunng the penod, CLS saeconded staff to CTC and provided use of its faciliies and infrastructure The amount
due from CTC at the year end amounts to £5 028,000 which 1s the value of CTC costs that have bean mncumed by CLS on it s bahalf

Dunng the penod the directors seld ther ownership of the Company s shares to the ulimate parent undertaking for £15m The parent undertaling
now has 100% ownership of the Company

The key management personnel compensations are as follows

2011 2010

£'000 £'000

Shart-term employee benefits 893 N
Post-amployrment benefits a7 k1l
Termination benefits - -
3] 762

Total remuneration 1s included in “administrative expenses”

20 Events after the reporting date

There are no subsequent events to report since the penod end

21 Accounting estimates and jud ts

Kay sources of estimation uncertainty

The nature of all accounting estimates and jJudgements are shown in the relevant accounting policies in note 1
The cntical accounting esbmates and judgements relate to revenue recogrition whose relevant accounting palicy 1s shown in note 1

05674209

Financial stataments

1 January 2011
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Notes {continued}

22 Financial instruments and financia! risk management

(a} Fi fal risk manag t

The pnncrpal financial nsk of the Company relates to the generation and avaiability of sufficient funds to meet business needs, including payments to
members

The Board 1s responsible for approving the Company s strategy, s pnncipal markets and the level of acceptable nsks The Company operates a nsk
managamant process that identifies the key nsks to the business Each operation has a nsk register that identifies the hkelihood and impact of those nsks
occurring and the actions being taken to manage those nsks

(b) Determination of fair val of fil fal instre
Trade and other receivables

The fair value of trade and other receivables 1s estimated as the present value of future cash flows, discounted at the market rate of interest at the balance
sheet date if tha effect 1s matenal

Trade and other payables

The far vatue of trade and other payables I1s estimated as the present value of future cash flows, discounted at the market rate of interest at the balance
sheet date if the affect 1s matenal

Cash and cash equivalents

The fair value of cash and cash equivalents s estimated as its camying amount where the cash 15 repayable on demand Where it 1S not repayable on
demand then the fair value 1s estimated at the present value of future cash flows, discounted at the market rate of interest at the balance sheet date

Credit nsk 15 the nsk of financial loss to the Company If a customer or counterparty to a financial mstrument fails to meet its contractual obtigations, and
ansas pnncipally from the Company s recewvables from customers

Trade Recewables

The Company is exposed to trade receivable credit nsk through normal on-going business trade to a wide range of customers The Company’s exposure ta
credit nsk 15 influsnced mainly by the indvidual charactenstics of each customer The demographics of the Company s customer base wcluding the default
nsk and the iIndustry and country in which customers operate, has less of an influence on credit nsk

Geographically there 1s no concentration of credit nsk
Credit nsk 1s managed as follows

- aged analysis 1s performed on trade recevable balances and reviewed on a monthly basis

- credit ratings are obtained on any new customers and the credit ratings of existing customers are monitored on
an en-going basis

. credit Imits are set for customers, and,

. tngger pomnts and escalation precedures are clearly defined

. Customers considered "lugh nsk” are placed on a restncted customer list, momitored and future sales are
only made on a pre-pad basis
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22 Financial instrumants and financlal risk management {continued)

A table showing the ageing profile totals of trade recervables and the prowision for doubtful debts for each ageing band s disclosed below

Exposure lo credit risk

The carying amount of financial assets represents the maximum credit exposure Therefore the maximum exposure to credit nsk at the balance sheet date
was £219m (2070 £190m}

The maximum expesure to credit nsk for trade recevables at the reporting date by type of counterparty was

2011 2010
£'000 £'000
Trade recenvables due from the Co-operative Financtal Servces Limited - 96
Trade recewvables 353 353
Amounts owed by group undertakings 5,029 5,132
Amnounts recoverable on contracts 15,650 12,071
Prepayments and accrued income 880 1,336
21,912 18,988
Credit qualtty of financial assets and imparment losses
The ageing of trade recervables at the balance sheet date was
Gross Impairment Net Gross Imparment Net

2011 2011 2011 2010 2010 2010
£'000 £°000 £000 £'000 £'000 £000
Not past due 290 - 290 168 - 168
Past due 1 - 28 days 102 - 102 82 - 82
Past due 29 - 56 days 181 - 161 486 - 46
Past due 57 - 84 days - - - 31 - 31
Past due B4+ days 29 - 29 26 - 26
582 - 582 353 - 353

The Company does not hold any collateral against the above debtors (2010 £nul)
fa) Liquichity nsk

Financial sk management
Liquidity nsk 1s the nsk that the Company will not be able to meet its financial obligations as they fall due

The policy on overall fiquidity 1s to ensure that the Company has sufficient funds to facilitate all on-going operations As part of the annual budgeting and
long term planning process, the Company s cash flow forecast 1s reviewed and approved by the Board The cash flow forecast 1s amended for any matenal
changes wWentfied during the penod & g matenal acquisitions and disposals

Where funding requirements are wdentfied from the cash flow foracast appropnate measures are taken to ensure thase requirements can be satrsfied

Cash held at 1 January 2011 amounted to a bank overdraft of £13,861k (2010 £12 688k)
(b} Market Risk
Fmnenclal risk management

Market risk 1s the nsk that changes in market pnces, such as foreign exchange rates and interest rates will affect the Company s income or the value of its
holdings of financtal instruments

The objective of market nsk management 1s to manage and control market nsk exposures within acceptabla parameters, while optimising the retum
(i} Currency nsk

Tha Company 1S not exposed to cumency nsk, as all revenue 1s denved from the United Kingdom and all expenditure incurred 1s from other trading group
subsidianes within the Unuted Kingdom
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Notes (continued)
22 Financlal instruments and financial nsk management (continued)

(it) Inierest rate resk

Sensitivity analysis

A changa in 50 basis ponts in witerest rates would have increased/ (decreased) equity and profit or 1oss by the amounts shown below The analysis
assumes that all aother vanables i particular fareign exchanga rates, remain constant This analysis 1s performed on the same basis for 2010

Profit or loss Equity
50bp 50bp 50bp 50bp
increase decrease increase decrease

£900 £'000 £'000 £'000
1 January 2011
Vanable rate instruments (109) 109 {109) 109
Cash flow senstivity (net total} (109) 109 (109) 109
2 January 2010
Vanabls rate instruments (108) 108 {108) 108
Cash fiow sensitvity (net total} {108} 108 {108) 108

23 Capital Management

The Company s objectives when managing capital are

+ to safeguard the entity s ability to conttnue as a going concem, so that o can continue to provide retums for the shareholder and benefit for other
stakeholders and

+ o provde an adequate retumn to shareholders by pricing products and senaces commensurately with the level of nsk

The Company sets the amount of capital in proportion to the nsk  The Company manages the capital structures and makes adjustment to it in hght of
changes in economic conditions and the nsk charactenstic of the underlying assets In assessing the level of capital, all components of equity are taken into
account

There were no changes to the Company s approach to capital managemaert in the period
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