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Alan McWalter
Non-executive Director

Glyn Smith
Non-executive Director

Kenneth Wilson
Group Sales and Marketing Director

Colin Honey
Non-executive Director

Philip White LLB
Company Secretary

5. Ken Wilson

Group Sales and Marketing Director; Managing Director of
Warranty Business
Ken Wilson, aged 49, was appointed Group Sales and
Marketing Director in April 1999. He joined the Group in
1986 and is responsible for the performance of the Group’s
warranty activities in the United Kingdom. He was previously
with Commercial Union.

6. Colin Honey

Non-executive director
Colin Honey, aged 65, was Group Managing Director from
1993 to November 1998, when he retired and became a
non-executive director. He joined the Group in 1977 and
was appointed a director in 1984. He will retire from the
Board at the Annual General Meeting on completion of three
terms as a non-executive.

7. Alan McWalter

Non-executive director; Senior Independent Director;
Audit Committee; Chairman, Remuneration Committee;
Nominations Committee
Alan McWalter, aged 54, was appointed as an independent
non-executive director and a member of the Audit,
Remuneration and Nominations Committees on 28 April
2004. He was appointed as chairman of the Remuneration
Committee and Senior Independent Director on 26 January
2005. He has wide experience gained in large FMCG and
retailing companies and currently holds a number of non-
executive directorships including Alphameric Plc, Cattles Plc
and Trafficmaster Plc.

8. Glyn Smith

Non-executive director; Chairman, Audit Committee;
Remuneration Committee; Nominations Committee
Glyn Smith, aged 54, was appointed as an independent non-
executive director on 1 March 2004 and became chairman of
the Audit Committee on 7 April 2004. He is also a member of
the Remuneration and Nominations Committees. He was the
Group Finance Director of the Portman Building Society until
his retirement in February 2006, before which he held various
senior finance roles and directorships within the Barclays
Bank Group. He is currently also a self-employed consultant
and a non-executive director (and chairman of the Audit
Committee) of Bournemouth & Poole Primary Care Trust.
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Directors’ Report

Directors’ Interests

Other than service contracts between the executive
directors and the Company, no director had a material
interest at any time during the year in any contract of
significance with the Company or any of its subsidiary
undertakings.

Details of the directors’ remuneration, service
contracts and interests in shares of the Company are
disclosed in the Remuneration Report on pages 35 to
44 (together with details of the changes which have
occurred since the end of the financial year).

Details of the Company’s Employee Share Ownership
Trust’s interest in shares of the Company are shown in
note 24 of the accounts.

Share Capital

Details of the shares issued during the year are to be
found in note 24 to the accounts. All shares issued
during the year were allotted under the Group’s Share
Option Schemes, including the Save As You Earn
Option Scheme.

Directors’ and Officers’ Insurance and Directors’
Indemnities

The Company has purchased and maintained
throughout the year directors’ and officers’ liability
insurance in respect of the Company and its directors.
The directors are also entitled under the Articles of
Association to be indemnified by the Company
against costs, charges, losses, expenses and liability
incurred in the discharge of their duties, unless
prohibited by statute.

The directors present their annual report and the
financial statements for the year ended 31 March
2007. The directors’ corporate governance report and
remuneration reports are set out on pages 29 to 44.

Principal Activities

The principal activity of the Group is the provision of
breakdown protection on household appliances and
equipment to consumers.

Business Review

The Group is obliged to comply with the Enhanced
Business Review disclosures required by the
Companies Act 1985 as amended. The Group has
chosen to include this disclosure within the Business
Review section of this Annual Report including:

● Disclosure of key performance indicators on
page 6;

● Disclosure of a review of the performance of the
business is on pages 9 to 19;

● Disclosure of principal risks and uncertainties
affecting the business on pages 20 and 21.

Corporate Social Responsibility

In addition the Group has made certain disclosures
about its environmental and employee practices
during the current year in the Corporate Social
Responsibility Statement on pages 22 and 23.

Board of Directors

Paul Lee, having been appointed as a director since
the last Annual General Meeting, will offer himself for
election under the Company’s Articles of Association
and the Combined Code. The directors retiring by
rotation in accordance with the Company’s Articles of
Association and the requirements of the Combined
Code are Glyn Smith and Ken Wilson who, being
eligible, will offer themselves for re-election at the
next Annual General Meeting.
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Substantial Shareholdings

At 24 May 2007 the Company had received the following notifications under the Companies Act 1985 or the
Disclosure and Transparency Rules of the FSA in respect of holdings of 3% or more of the issued share capital of
the Company:

Number of shares Percentage of shares

with voting rights with voting rights

Amvescap PLC 6,177,022 17.1

Schroders PLC 5,057,419 13.9

Jupiter Asset Management Limited 2,586,261 7.1

Standard Life Investments Limited 1,861,323 5.1

Artemis Investment Management Limited 1,833,634 5.1

Prudential PLC Group of Companies 1,219,761 3.4

A Special Resolution (number 9) will also be proposed
to renew the directors’ power to allot equity securities
without first offering them to existing shareholders
under the statutory pre-emption procedure. If passed
at the meeting, the resolution will facilitate the
making of any rights issue of shares and will also
empower the directors to issue shares up to a
maximum nominal amount of £181,766, representing
5% of the current issued ordinary share capital on
23 May 2007. This power will expire at the conclusion
of the following Annual General Meeting.

The directors have no present intention of issuing
further shares beyond those required in connection
with the Company’s employee share option schemes
and Performance Share Plan and the Company has no
directly held treasury shares. Details of the shares held
by The Domestic & General Employee Shareholder
Trust are given in note 24. However, the authority
would expedite any corporate transaction in which
the directors felt it appropriate to meet all or any of
the consideration by the issue of shares. No issue will
be made, which would effectively alter the control of
the Company, without the prior approval of the
shareholders in general meeting.

A Special Resolution (number 10) will be proposed to
authorise the Company to buy back its own shares in
the market as permitted by the Company’s Articles of
Association and the Companies Act. The authority
limits the number of shares that could be purchased
to 3,635,337 (10% of the issued ordinary share capital
on 23 May 2007) and sets limits on the price payable
for any purchase which would be through the
London Stock Exchange, in accordance with the

Payment of Suppliers

The Group’s policy is to pay all of its creditors promptly.

The internally developed code of practice, which is

communicated to suppliers when appropriate (or on

request to the Group’s registered office), is to pay on

agreed terms, within the period set out in the supplier’s

invoice or within 30 days of the date of the invoice

whichever is applicable. The amount owed to trade

creditors at 31 March 2007 represented 28 days (2006: 33

days) of average daily purchases from suppliers during

the financial period ended on that date.

Annual General Meeting Special Business

This section of the Directors’ Report is important
and requires your immediate attention. If you

have any doubts about what action you need to take,

you should contact your stockbroker, bank manager,

solicitor, accountant or other independent

professional adviser authorised pursuant to the

Financial Services and Markets Act 2000 immediately.

If you have sold or transferred all your holding of

ordinary shares you should pass this document and

the accompanying form of proxy to the person

through whom the sale or transfer was effected, for

transmission to the purchaser or transferee.

At the Annual General Meeting, an Ordinary

Resolution (number 8) will be proposed to renew

the directors’ authority to allot share capital in the

Company in accordance with Section 80 of the

Companies Act 1985. The authority will be limited

to an aggregate nominal value of £1,199,661

representing 33% of the current issued ordinary share

capital on 23 May 2007 and will last for 5 years.
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Listing Rules. The authority will expire at the
conclusion of the following Annual General Meeting.

The Company currently has a total of 487,748 options
(including outstanding awards under the Performance
Share Plan and the Annual Bonus Incentive Plan) which
represent 1.34% of its issued share capital on 23 May
2007 which would rise to 1.49% if the full authority to
purchase its own shares is used.

The directors have no present intention of exercising
the authority to purchase the Company’s ordinary
shares but will keep the matter under review, taking
into account other investment opportunities. The
authority will only be exercised if the directors believe
that to do so would increase earnings per share and
would be in the best interests of shareholders
generally.

Any ordinary shares purchased under this authority
may either be held as treasury shares or cancelled by
the Company, depending on which course of action
is considered by the directors to be in the best
interests of shareholders at the time.

The Board considers each of the proposed resolutions
to be in the best interests of the Company and its
shareholders as a whole and recommends that
shareholders vote in favour of the resolutions.

Going Concern

The directors are satisfied that the Group has
adequate resources to continue in operational
existence for the foreseeable future. For this reason,
the going concern basis in preparing the accounts
continues to be adopted.

Disclosure of Information to Auditors

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

Auditors

A resolution will be proposed at the Annual General
Meeting for the reappointment of KPMG Audit Plc as
auditors of the Company and to authorise the Audit
Committee to determine their remuneration.

By order of the Board

A. P. White
Secretary
24 May 2007
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Compliance with the Combined Code

The Listing Rules require listed companies to disclose,
in relation to Section 1 of the Combined Code, the
way in which they have applied its principles
throughout the financial period. This report describes
the way in which Domestic & General Group PLC
(the Company) applied the principles of the
Combined Code.

The Listing Rules also require that companies either
confirm that they comply with the Combined Code or
to provide an explanation where they do not. This
report confirms that during the financial period, the
Company complied with the full requirements of the
Combined Code subject to the Board’s determination
of the Chairman’s independence which is described
in the Board of Directors section below.

Board of Directors

The roles of the non-executive Chairman, Nicholas
Rochez, and the Chief Executive, John Pearmund, are
distinct and separate. Nicholas Rochez met the test
for independence on appointment. Notwithstanding
the footnote to Provision A.3.1 of the Combined
Code, having regard to his partnership at Le Boeuf,
Lamb, Greene and MacRae and the non-executive
nature of his chairmanship of the Company, the Board
has determined that the Chairman remains
independent in character and judgement and there
are no relationships or circumstances which are likely
to affect, or could appear to affect, the Chairman’s
independent judgement. There is a clear division of
responsibilities between the running of the Board and
executive responsibility for the running of the
Company’s business. The Board comprised three
executive directors, until 13 March 2007 when Paul
Lee was appointed Group Finance Director, and four
non-executive directors (including the non-executive
Chairman). Of the non-executive directors, as well as
Nicholas Rochez, Glyn Smith and Alan McWalter are
considered to be independent from management,
including being free from any relationships and
circumstances likely to affect or appear to affect their
independent judgement. Colin Honey, the Company’s
remaining non-executive director, is not considered
independent in view of his past role as the Company’s
Managing Director even though more than five years
has passed since he retired and he could be
considered independent under the Combined Code.

Board process

A schedule of matters reserved sets out those items
which are specifically reserved for approval by the
Board. These include approval of the Company’s
strategy, business plans and budgets, acquisitions and
disposals, approval of dividends, significant changes in
accounting policy, capital structure, succession
planning, risk management strategy, terms of reference
and composition of Board committees, significant
litigation, treasury policy and material contracts.

There is a prescribed pattern of presentation of
information to the Board. However, scheduled Board
meetings tend to have further subjects for discussion
and, if applicable, decision taking. Directors are fully
briefed in advance of Board and committee meetings
on all matters to be discussed. Papers, including an
agenda, are sent out in advance of the meeting.
Board meetings are open in style and directors are
encouraged to offer their opinions. The Board’s main
roles are to provide leadership to the Group, to set
the Group’s strategic objectives and to ensure that
the necessary financial and other resources are made
available to enable the objectives to be met within
the framework of risk management and standards of
conduct set by the Board.

Non-executive directors have letters of engagement,
but, as with executive directors, they must seek
election at the first available Annual General Meeting
after their appointment and thereafter stand for
election at least every three years in accordance with
the requirements of the Company’s Articles of
Association and the Combined Code. Details of the
directors’ remuneration are set out in the
Remuneration Report on pages 35 to 44. The non-
executive directors’ terms and conditions of
appointment are available via the Company’s website
or from the Company Secretary.

The Company Secretary is responsible for advising the
Board, through the Chairman, on governance matters
and ensuring that Board and committee procedures
are followed. All directors have access to the
Company Secretary and independent professional
advice, if necessary, at the Company’s expense.
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Board meeting and Board committee attendance

Audit Remuneration Nominations

Board Committee Committee Committee

Meetings Meetings Meetings Meetings

Nicholas Rochez 11 (11) 4 (4) 4 (4) 2 (2)

John Pearmund 11 (11) — — —

Colin Honey 10 (11) — — —

Paul Lee 2 (2) — — —

Alan McWalter 11 (11) 4 (4) 4 (4) 2 (2)

John Ritchie 10 (11) — — —

Glyn Smith 11 (11) 4 (4) 4 (4) 2 (2)

Ken Wilson 10 (11) — — —

The figures in brackets show the number of meetings in the financial period, or in the case of Paul Lee the
number of meetings in the financial period following his appointment.

Performance evaluation and development

The Board has an established formal process, led by
the Senior Independent Director, for the annual
evaluation of the performance of the Board, its
principal committees and individual directors. The
process is based around a questionnaire which
provides a framework for the evaluation process and
provides a means of making comparisons over time.
The questionnaire includes specific references to the
objectives of the Board, the functioning of the Board
and its committees, the performance of each
individual director and the performance of the
Chairman. The Board considers the results of the
process on an annual basis and no matters arose of a
material nature in the year under review.

The non-executive directors met in the year without
the presence of the Chairman to conduct a
performance evaluation of the Chairman, using the
results from the annual evaluation process. This
process was led by the Senior Independent Director
who completed it by providing feedback to the
Chairman, and no matters arose of a material nature
from the feedback process.

All directors appointed to the Board receive initial
training and induction on the Group’s business and
activities, including site visits to gain a closer
understanding of the business and meetings with the
Company’s auditors. If required, training on the role
and responsibilities of a director in a listed public
company and on the requirements for the role of an
FSA approved person is made available. Thereafter,
training is arranged, as necessary, to meet the
individual needs of the directors, depending on each
director’s requirements.
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Executive directors are allowed to take up an external
board appointment, subject to the agreement of the
Board, and are permitted to retain any fees received in
respect of such appointments. John Pearmund, the
Group’s Chief Executive, serves in a non-executive
capacity on the board of Anglo & Overseas PLC and
the Board is satisfied that this appointment does not
conflict with his duties and commitment to the
Group.

The Board is satisfied that all directors are able to
devote sufficient time to their duties to the Company.

Senior Independent Director

Alan McWalter was appointed to the position of
Senior Independent Director on 26 January 2005. He
is available to meet shareholders on request so that
the Board can be made aware of shareholders’
concerns which are not resolved through normal
channels of communication.

Relations with Shareholders

The Company’s practice is to send the notice of the
Annual General Meeting and proxy voting forms to
shareholders at least 20 working days before the
meeting. The Chairman will set aside a period of time
for questions by eligible shareholders and the
chairmen of the Audit, Remuneration and
Nominations Committees are also required to attend.
The Company’s policy is to indicate the level of proxy
voting at general meetings, as recommended by the
Combined Code and the level of withheld votes as
recommended by the revised Combined Code,
published in June 2006.

Presentations are given to institutional shareholders
after publication of the interim and annual results and
at other times as appropriate.

All directors are kept informed of shareholders’ issues
and views following formal and informal contact
between shareholders and the Chief Executive,
Deputy Chief Executive, Group Finance Director and
the Chairman. Additionally, the Senior Independent
Director is available to meet shareholders at their
request.

Report of the Audit Committee

During the financial period ended 31 March 2007, the
Audit Committee met four times. A record of the
members’ attendance is set out in the section above
entitled “Board meeting and Board committee
attendance”. The Committee comprised Glyn Smith,
Chairman, Nicholas Rochez and Alan McWalter. As the
Board has determined that Nicholas Rochez is
independent, for the reasons outlined in the “Board of
Directors” section above, the composition of this
committee has met the provisions of the Combined
Code, requiring the committee to consist exclusively
of independent non-executive directors. The Board
has further determined that Glyn Smith has recent
and relevant financial experience. The Company
Secretary acts as the secretary to the Committee.

The Committee follows an established annual work
plan which includes being responsible for the review
of the form and content of the interim and annual
financial statements, and results statements, prior to
approval by the Board, addressing matters such as fair
representation and the reasonableness of any
judgements. Additionally, the Committee monitors
the appropriateness of the Group’s accounting
policies, the scope of work undertaken by the external
auditors and the effectiveness of the audit process,
the relationship of the Company with its external
auditors including the level and scope of non-audit
services provided by them. It also recommends to the
Board, as the result of its work, the appointment,
reappointment and remuneration of the external
auditors. The Committee is further responsible, on
behalf of the Board, for reviewing annually the
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effectiveness of the Group’s internal controls and the
effectiveness of the internal audit function, its work
programme and its reports. It also considers the
reports of the Group’s compliance function. The
Committee has met with the external auditors during
the year in the absence of management. A review of
the Committee’s own effectiveness has been carried
out using the Audit Committee Institute’s model
questionnaire and no material concerns were raised.
The Chairman of the Committee reports on all
meetings of the Committee at subsequent Board
meetings and copies of all minutes of meetings are
also made available to the Board. The Committee’s
terms of reference, which are reviewed annually, are
available from the Company Secretary and are
displayed on the Company’s website.

Internal controls

The directors are ultimately responsible for the
Group’s systems of internal control and for reviewing
their effectiveness. Such systems by their nature are
designed to manage rather than eliminate the risk of
failure to achieve business objectives and can only
provide reasonable and not absolute assurance
against material misstatement or loss. Internal Control:
Revised Guidance For Directors On the Combined Code,
published by the Financial Reporting Council in
October 2005 has provided additional guidance in
respect of the directors’ annual review of the Group’s
systems of internal financial control, which covers all
internal controls including financial, operational,
compliance and risk management controls.

The Audit Committee, acting on behalf of the Board,
undertakes an annual review, taking account of the
guidance described above, of the effectiveness and
the framework for the Group’s systems of internal
control. The principal features of the Group’s high
level internal control procedures include:

● Financial and operational controls and
monitoring: Principal controls include schedules
of matters reserved for the approval by the Group
Board and by its subsidiary boards of directors
(covering approval at the appropriate level of
matters such as risk management strategy,
acquisitions and disposals, major capital
expenditure, material contracts and investment

policies); clearly defined organisational structures
and appropriate delegation of responsibility to
management and staff; Board approval of the
annual budget which is reviewed regularly in line
with the Group’s forecast prospects; regular
reporting and monitoring of actual financial
performance compared with budgets and
updated forecasts and with financial key
performance indicators and performance
indicators including solvency and liquidity.

● Risk management: Group management is
responsible for the identification and evaluation
of business risks, which may be associated with a
variety of internal or external factors, including
control breakdowns, disruption to information
systems, natural catastrophe, competition and
regulatory requirements. Senior management
produces detailed reports quarterly on its review
of risks, how they are managed and key new risks
identified. The reports and summaries of those
reports are assessed by the boards of the main
operating subsidiaries and independently by an
Internal Controls Review Committee (“ICR
Committee”) appointed by the Board, comprising
the Group Finance Director (from May 2007,
replacing the Deputy Chief Executive), the Group
General Manager, the Company Secretary, the
Head of Internal Audit and members of their
respective departments. The boards of the
principal operating subsidiaries also review
quarterly their risk registers, monitored by Internal
Audit which assess the key risks identified and the
extent to which they are effectively mitigated. The
ICR Committee is responsible for keeping the
Group’s systems of control under review,
developing a risk control culture, monitoring the
reports from senior management, investigating
and challenging submissions where necessary,
reporting on any significant risks identified and
progress made in implementing corrective
actions, and making recommendations where
relevant on any improvements or changes to the
review process. The ICR Committee reports to the
Board through the Audit Committee on a
quarterly basis and the internal audit function
takes into account areas of weakness and new
risks identified as part of its ongoing work.
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● Compliance and legal matters: Compliance and
legal matters are supervised by the Company
Secretary’s department which has responsibility
for ensuring the Group’s compliance with all laws,
regulations, regulatory requirements and Group
policies and guidelines applicable to the conduct
of its business. Compliance reports are provided
to the Group Audit Committee each quarter.

● Ethics and Business Standards: The Group has an
Ethics Policy implemented as part of its
continuing commitment to ensuring the quality
and integrity of its personnel and the
development of ethical business practices.

● Equity investments are managed by third party
fund managers that are subject to regular
performance review by a board sub-committee of
Domestic & General Insurance PLC (which owns
the investments) which updates that board
regularly on its activities, who follow the Group
Board‘s investment guidelines.

● Internal Capital Assessment: The Group has
developed its risk and governance processes to
comply with the requirements of the Financial
Services Authority’s Prudential Source Book
affecting its regulated businesses. The process of
internal capital assessment (ICA) identifies and
quantifies risk for key risk areas of market, credit,
liquidity, insurance, operational and Group risk,
integrating risk and capital management
processes within the Group’s operating and
planning cycles. The ICA estimates how much
capital is needed to mitigate the risk of insolvency
to a selected remote level of risk, by combining
the results of financial tests with the Group’s risk
reporting process. The financial testing is based
on stress and scenario analyses supported by a
stochastic risk-based capital model for insurance
risk. The ICA is kept under constant review and
formally updated annually. The Group’s decision
making process models and assesses, in advance,
the possible impact on the ICA of possible future
scenarios.

External Auditors

The Group has formal policies in place to safeguard
and maintain the independence of the external
auditors by avoiding conflicts of interest. External
auditors’ fee proposals for non-audit work and
services are subject to pre-clearance requirements
where they will exceed both individual and annual
aggregate limits. The appointment of former audit
employees into senior finance positions within the
Group is also governed by these policies. During the
year the external auditor was appointed to provide
FSA regulatory advisory services, tax compliance and
advisory services, advice on international expansion
and tax services for European branches. The total fees
paid to KPMG Audit Plc were £356,000, of which
£149,000 related to non-audit work and £7,000 related
to the audit of the pension scheme. Full details of the
amounts paid to the external auditors during the year
for audit and non-audit services are set out in note 7.

The Committee reviews the independence and
effectiveness of the external auditors at least annually,
taking into account relevant professional and
regulatory requirements, and reviews a formal letter
provided by the external auditors confirming its
independence and objectivity. Following completion
of each year’s annual audit the Committee carries out
an annual questionnaire-based review to assess the
independence, effectiveness and objectivity of the
external auditors.

Internal Audit

Internal Audit provides assurance as to the validity
and operation of the systems of risk management and
internal control. It reports to the Audit Committee
and operationally to the Group Finance Director.

The Committee, acting on behalf of the Board,
undertakes an annual review of the effectiveness of
Internal Audit. For the year under review, the
Committee has conducted a questionnaire-based
review. The results of the process were reported back
to the Committee.
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During the year the Committee has received and
considered regular reports from the ICR Committee
and Internal Audit. Accordingly, the Board confirms
that there is an ongoing process for identifying,
evaluating and managing the significant risks faced
by the Group that has been in place for the year
under review, and up to the date of the approval of
the annual report and accounts, and that this process
is regularly reviewed by the Board, through the Audit
Committee, and accords with the guidance provided
in the original Turnbull guidance and the revised
guidance published by the Financial Reporting
Council in October 2005.

Report of the Nominations Committee

During the financial period ended 31 March 2007,
the Nominations Committee met twice.
The Committee has comprised Nicholas Rochez
(Chairman), Alan McWalter and Glyn Smith
throughout the period. A record of the members’
attendance is set out in the table on page 30.
The composition of this Committee has met the
provisions of the Combined Code requiring a
majority of committee members to be independent
non-executive directors. The Company Secretary acts
as the secretary to the Committee.

The Nominations Committee’s key functions are to
consider the composition of the Board, the succession
of its directors and to make recommendations to the
Board for the nomination of new directors. It also
reviews those directors retiring by rotation, in
accordance with the Company’s Articles of
Association and the Combined Code, with a view
to making recommendations to the Board regarding
their re-election. The Committee has regard to the
skills, knowledge and experience requirements of
the Board and also keeps under review directors’
external commitments and matters relating to the
independence of non-executive directors. The
chairman of the Committee reports on all meetings
of the Committee at subsequent Board meetings
and all minutes of meetings are also made available
to the Board. The Committee’s terms of reference,
which are reviewed annually, are available from the
Company Secretary and are displayed on the
Company’s website.
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This report has been prepared on behalf of the Board
by the Remuneration Committee. It includes details
on the remuneration policy for directors and senior
executives, outlines the various elements of their
remuneration, and discloses details of remuneration
and interests in shares in respect of the directors. The
report provides a statement of remuneration for the
2006/07 financial year and the policy for
remuneration for the future. At the Annual General
Meeting, a resolution will be put to shareholders of
the Company inviting them to approve this report.

Remuneration Committee

During the financial year ended 31 March 2007, the
Remuneration Committee met four times. A record of
the members’ attendance is set out in the section of
the Annual Report entitled “Corporate Governance” on
page 30. Throughout the financial year to 31 March
2007 the Remuneration Committee comprised Alan
McWalter (Chairman), Nicholas Rochez and Glyn Smith.
The current Combined Code requires, under the
existing provision B.2.1, that all members of the
Committee are independent non-executive directors.
As the Board determines that Nicholas Rochez is
independent as described in the Corporate
Governance Report under the section Board of
Directors, the Board therefore believes that it has
complied with the Combined Code for the period
under review. The composition of the committee has
also met the provisions of the revised Combined Code,
published in June 2006 (compliance with which the
Company will report on in its next annual report),
which permits, under its provision B.2.1, the Chairman
of the Company to be a member of its Remuneration
Committee. The Board therefore believes that the
current composition of the Committee reflects the
latest corporate governance practice. The Company
Secretary acts as the secretary to the Committee.

The Committee is responsible for determining and
recommending to the Board the overall framework and
policy for remuneration of the Chairman, executive
directors and senior executives. Where appropriate, the
Committee invites the Chief Executive to attend
meetings to provide a management perspective on all
aspects of employee remuneration. No director is
present when his or her remuneration or contractual
terms are being discussed. The Committee also takes
advice, where appropriate, on remuneration matters
from independent external consultants appointed by

the Committee. Currently New Bridge Street
Consultants LLP, who have no other connection to the
Group, have been retained to provide advice on
remuneration matters as follows: advice to the Board
on the Chairman’s and other non-executive directors’
fees; executive director and senior executive
remuneration benchmarking and monitoring of the
Performance Share Plan and other elements of the
remuneration policy; and monitoring and reviewing
the employee Share Incentive Plan which was
launched during the year under review. Additionally,
New Bridge Street Consultants LLP advised the
Company on the recent age discrimination legislation
as it affected the Company’s various share and share
option schemes. The Committee’s terms of reference,
which are reviewed annually, are available from the
Company Secretary and are displayed on the Group’s
website.

Remuneration policy

Executive directors

The ongoing remuneration policy for executive
directors is to provide packages that are intended to
attract, motivate and retain high calibre executives, to
develop the Group further and to enhance
shareholder value. A significant proportion of the total
potential remuneration is performance related.

The table below shows the balance between fixed
and performance related pay at target and maximum
performance levels (achievement of maximum bonus
and full vesting of shares under the Performance
Share Plan).

Target Maximum

performance performance

% %

Performance based 39.4 60.0

Fixed 60.6 40.0

100.0 100.0

With the specific approval of the Board in each case,
executive directors may accept external
appointments as non-executive directors of other
companies and retain any related fees paid to them.
John Pearmund, Chief Executive, served as a non-
executive director of Anglo & Overseas PLC
throughout the year and retained the fees paid for
this service. In the financial year, the total amount of
such fees paid was £21,000.
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Non-executive directors and the Chairman

Remuneration and remuneration policy for non-
executives and the Chairman is determined by the
Board within the limits set out in the Articles of
Association and reviewed annually. The Chairman and
other non-executive directors cannot participate in
any of the Company’s share option, share incentive or
bonus schemes. Remuneration comprises an annual
fee for acting as non-executive Chairman or non-
executive director and a separate fee for the
chairmanship of the Audit and Remuneration
Committees which was introduced from 1 July 2005.
There is no additional fee for being the Senior
Independent Director.

Remuneration packages for executive directors

The main elements of the remuneration package are
as follows:

Base salary and benefits in kind

The policy remains to set the salary for each executive
director at the mid-market level for similar positions in
publicly quoted UK companies of comparable size
and also reflecting the experience, seniority and
abilities of the individual. The Committee considers
that a mid-market level is appropriate to reflect the
complexity of the Group’s activities, its competitive
position and its opportunity to innovate and expand.
In setting salary levels, the Committee is mindful of
each individual’s experience and contribution to the
Company. Executive directors receive a company car
or car allowance, health care insurance and
membership of the Group’s pension arrangements,
including life assurance protection and permanent
health insurance (or other benefits as described in the
pensions section of this report, below). Base salaries
and benefits in kind for each executive director are
reviewed each year by the Remuneration Committee,
having regard to competitive market practice and
the individual’s performance. Directors’ base salaries
and benefits in kind for the twelve months ended
31 March 2007 are disclosed in the directors’
emoluments table at the end of this report. Executive
directors’ base annual salaries will be reviewed with
effect from 1 July 2007. As at 1 July 2006 the
executive directors’ salaries were as follows:

Executive Base Salary

John Pearmund £320,000

John Ritchie £220,000

Ken Wilson £190,000

Paul Lee £220,000*

* From the commencement of his employment on 12 March 2007.

Annual bonus incentive plan

Executive directors in employment at the start of the
financial period under review are eligible to receive an
annual bonus payable in cash and deferred shares for
the 12 month period from 1 April 2006 to 31 March
2007, based on the audited accounts for the full year.
Bonuses for the financial period from 1 April 2006 to
31 March 2007 are payable for achieving specific levels
of profit based on profit before tax (which may be
adjusted if shares are issued other than to fulfil awards
under existing share schemes), before charging
goodwill, using a long term rate of return on equities
and after deducting a charge for all bonuses payable.
In respect of the executive directors, for the financial
period from 1 April 2006 to 31 March 2007, a bonus
within a range of 20% (minimum) to 100% (maximum),
with 50% at target, of base salaries is payable.

Bonuses of up to 10% of salary will be paid in cash;
thereafter, the balance of any bonuses earned in
excess of 10% will be split equally between cash and
shares, with the entitlement to shares being deferred
for three years from the declaration of the bonus. The
cash element of these bonuses will be paid in June
this year and the number of deferred shares awarded
will be calculated on 30 June 2007.

The Remuneration Committee reviews targets
annually to ensure they are set at challenging levels.
From 1 April 2007 a personal performance element of
bonus is being introduced and up to 20% of salary will
be dependent on achieving personal performance
targets. The remainder of the bonus, up to a maximum
of 100% of base salary, will be payable based on
financial performance. The maximum potential bonus
available of 100% of base salary on an annualised basis
is felt appropriate given that the upper profit threshold
is very challenging.
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Bonuses are disclosed in the directors’ emoluments
table at the end of this report for the period to which
they relate, although they are not due and payable
until after the end of the financial year. Bonuses are
not pensionable.

All staff are eligible to participate, subject to individual
and/or Group performance, in a bonus scheme.

Long term incentives

The executive directors are eligible to participate in
the Domestic & General Group PLC Performance
Share Plan (“the Plan”), a discretionary long term
incentive plan approved by shareholders at an
Extraordinary General Meeting held in August 2004.
Annual awards of shares to executive directors are
subject to a maximum annual award under the Plan
of 100% of base salary, but have been limited to a
value of 50% of their base salary. Full details of awards
granted on 3 July 2006 are disclosed in the
emoluments table at the end of this report.

The Committee has set demanding performance
conditions for the vesting of awards. Performance is
based on the Company’s total shareholder return
(“TSR”) performance relative to the constituents of the
FTSE Small Cap Index (on the date of grant). TSR was
chosen as the performance condition for the Plan as it
aligns the interests of directors with shareholders by
requiring median or better total shareholder return
compared to the constituents of the FTSE Small Cap
Index to achieve more than the minimum award of
shares under the Plan. Performance will be measured
over the three years following grant. To smooth the
impact of share price volatility, TSR is averaged prior
to the start and at the end of the performance period.
TSR is calculated as the change in the value of the
share plus the value of the reinvested dividends paid.
Vesting of the awards will be as follows:

Percentage of the
TSR performance Award that vests

Upper quartile and above 100%

Between median and Pro rata between 30%
upper quartile and 100%

Median 30%

Below median 0%

To the extent that the performance conditions are not
satisfied in respect of any award after the first three
year period, the award will lapse. There will be no
opportunity for retesting. TSR performance will be
independently calculated and verified by the
committee.

Executive directors will be required to build a holding
of shares to the value of their annual salary. Before this
level is achieved each director will have to retain at
least 50% of any shares vesting under the Plan, after
any shares have been sold to meet the director’s tax
liability.

Pensions

All executive directors are eligible to participate in the
Group’s pension arrangements. Their dependants are
eligible for dependants’ pensions and the payment of
a lump sum in the event of death in service. The
arrangements operate on defined contribution bases.
The arrangements vary dependent on the date of
joining the Company. Contributions for the executive
directors range between 15% and 22.75% of
pensionable salary. Directors’ pension benefits are
disclosed in the directors’ emoluments table at the
end of this report.

The Group operates a variety of pension arrangements.
Participants are eligible for dependants’ pensions and a
lump sum payment in the event of death in service
up to the normal retirement date of 65.

From 6 April 2006, where it is tax disadvantageous to
an individual for contributions to continue for
pensions, dependant pensions or life assurance and
permanent health insurance, the Group will make
cash contributions or set up other arrangements to
provide an equivalent level of benefit which is broadly
cost neutral to the Group. Any payments made under
these arrangements will not be contributions into
salary for any bonus or other awards. Payments made
under these arrangements are disclosed, if applicable,
in the “pensions“ column in the directors’
emoluments table at the end of this report. Currently
one executive director receives this benefit as a cash
contribution at the rate of 15% of pensionable salary.
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Share option incentives

The Group has operated discretionary executive share
option schemes under which grants of options were
made to executive directors and senior executives
over the Group’s shares at the prevailing market
prices at the time of grant. These schemes are no
longer operated by the Group. Details of these
options and grants, and the options and grants
made under the Inland Revenue Approved Savings
Related Share Option Scheme 2000, are set out in
the table at the end of this report and in the notes
to the accounts.

Share Incentive Plan

The Group has established a share incentive plan (SIP)
open to the executive directors and all employees
with the necessary period of service within the rules
of the scheme. First monthly payments by those
joining the SIP were made from deductions from
August 2006 salaries. Details of the executive
directors’ partnership and matching shares held in
the SIP are shown in the table at the end of this
report.

The key terms of the SIP are as follows:

● All shares will be purchased at market price;
there will be no shares issued for the purposes of
the SIP;

● The SIP has been approved by HMRC and follows
their rules;

● The Group will award one additional matching
share for every five partnership shares purchased
by a participant and matching shares must
normally be held for three years otherwise they
are forfeited;

● All employees with six months’ service are eligible
to join the SIP.

In March 2007 there were 140 participants in the SIP
amongst eligible employees. The interests of those
executive directors who participate in the SIP are
shown on page 44.

Directors’ service contracts
and letters of engagement

Executive directors are employed on rolling contracts,
with mutual notice periods of no more than twelve
months, to reflect current corporate governance best
practice. The committee endorses the principle of
mitigation of damages on early termination of a
service agreement. There are no express provisions for
compensation payable on early termination.
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The dates of the executive directors’ service agreements, the dates on which their agreements took effect and
the unexpired term of their agreements, and their notice periods are as follows:

Contract Date Unexpired term Notice period

Executive directors

John Pearmund 28 November 2003 Rolling 1 year 1 year

John Ritchie 21 November 1994 Rolling 1 year 1 year

Ken Wilson 15 April 1999 Rolling 1 year 1 year

Paul Lee 12 March 2007 Rolling 1 year 1 year

The non-executive directors and the Chairman have letters of engagement confirming their responsibilities and
duties. As required by the Combined Code, their appointments will be reviewed after the expiry of a three year
term, with the expectation that a further three year term will follow. After three, three year terms their
engagements may be extended on an annual basis. Continuation of appointment is subject to satisfactory
performance and election or re-election at Annual General Meetings. These appointments may be terminated at
any time on three months’ notice. The dates of the Chairman’s and the other non-executive directors’ letters of
engagement, the date on which their appointment took effect and the current expiry dates (subject to election
or re-election at AGMs) are as follows:

Date of letter of Date of

engagement appointment Expiry date

Non-executive directors

Colin Honey 23 May 2006 11 November 1998 5 August 2007

Nicholas Rochez 23 May 2006 23 August 2000 23 August 2009

Glyn Smith 23 May 2007 1 March 2004 1 March 2010

Alan McWalter 23 May 2007 28 April 2004 28 April 2010
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Directors’ emoluments (audited)

Year Year

Total Total

excluding excluding Year Year

Basic Annual pensions pensions Pensions Pensions

Salary Fees Benefits Bonus 2007 2006 2007 2006
£’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

Executive

John Pearmund 315 — 26 173 514 557 48 33

Paul Lee 13 — 1 — 14 — 2 —

John Ritchie 218 — 26 119 363 398 49 47

Ken Wilson 187 — 22 103 312 334 33 30

Non-executive

Colin Honey — 34 — — 34 34 — —

Alan McWalter — 36 — — 36 33 — —

Nicholas Rochez — 89 — — 89 83 — —

Glyn Smith — 36 — — 36 33 — —

Total 733 195 75 395 1,398 132

Total 2006 676 183 70 543 1,472 110

The cash element of the annual bonus payment for the financial year ended 31 March 2007 will be paid in
June 2007. The bonus will comprise 10% cash and 50% of the remainder will be cash and 50% in deferred
shares. Deferred shares vest after a three year period.

Directors’ interests in deferred shares

The directors’ interests in shares for the deferred share element of the bonus paid in relation to the financial
periods shown are as follows:

Number of Number of Number of

*Awards †Awards shares shares shares

made in made in vesting lapsing unvested at

July 2005 July 2006 during year during year 31.03.2007

John Pearmund 6,671 — — 6,671

10,855 — — 10,855

John Ritchie 4,834 — — 4,834

7,598 — — 7,598

Ken Wilson 3,934 — — 3,934

6,422 — — 6,422

* These shares will vest on 1 July 2008 and relate to the financial period 1 April 2004 to 31 March 2005.

† These shares will vest on 1 July 2009 and relate to the financial period 1 April 2005 to 31 March 2006.
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Directors’ interests in share options (audited)

Exercised (E) Amount of

Held at Lapsed (L) Held at Date from Gain on

31 March during 31 March Exercise which Expiry exercise

Date of grant 2006 period 2007 price exercisable date £000

John Ritchie

10 March 1997 14,095 14,095 (E) — 443p 10.03.2000 10.03.2007 72

2 March 1998 16,500 16,500 (E) — 525p 02.03.2001 02.03.2008 70

1 March 1999 12,150 12,150 (E) — 595p 01.03.2002 01.03.2009 51

31 August 2000 17,400 (B) 17,400 (E) — 660p 31.08.2003 31.08.2010 62

31 August 2000 13,050 (S) 10,179 (E) 2,871 660p 31.08.2003 31.08.2010 36

30 August 2001 1,650 (B) 1,650 (E) — 657.5p 30.08.2004 30.08.2011 6

30 August 2001 1,650 (S) 1,287 (E) 363 657.5p 30.08.2004 30.08.2011 5

Ken Wilson

1 March 1999 1,688 — 1,688 595p 01.03.2002 01.03.2009

1 September 1999 10,000 — 10,000 575p 01.09.2002 01.09.2009

31 August 2000 11,070 (B) — 11,070 660p 31.08.2003 31.08.2010

31 August 2000 8,303 (S) — 8,303 660p 31.08.2003 31.08.2010

30 August 2001 1,020 (B) — 1,020 657.5p 30.08.2004 30.08.2011

30 August 2001 1,020 (S) — 1,020 657.5p 30.08.2001 30.08.2011

28 April 2003 2,782 (X) 2,782 (E) — 339.6p 01.06.2006 01.12.2006 17

Aggregate gain on share options exercised during the financial period 1 April 2006 to 31 March 2007 was
£319,000. There were no share options granted during the financial period 1 April 2006 to 31 March 2007.

The mid-market price of the Company’s Ordinary Shares at 31 March 2007 was 1172.00p. During the year, the
market price ranged between 915.00p and 1250.00p.

(B) represents basic options and (S) represents super options as described in note 8 on Share Options.

(X) represents options granted under the Savings Related Option Scheme 2000.
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Performance Share Plan Awards (audited)

Number Number Awards

of shares of shares of shares Number Number Number

granted in granted in granted of of of

financial financial during Market shares shares shares

period period period value Performance vested lapsing unvested

1.04.04 to 1.04.05 to 1.04.06 to per period for during during at

31.03.05 31.03.06 31.03.07 share (p) shares awarded year year 31.03.07

John Pearmund 24,909 553 24.08.04 – 23.08.07 — — 24,909

20,505 732 01.07.05 – 30.06.08 — — 20,505

16,546 967 01.07.06 – 30.06.09 — — 16,546

John Ritchie 18,050 553 24.08.04 – 23.08.07 — — 18,050

14,354 732 01.07.05 – 30.06.08 — — 14,354

11,375 967 01.07.06 – 30.06.09 — — 11,375

Ken Wilson 14,688 553 24.08.04 – 23.08.07 — — 14,688

12,132 732 01.07.05 – 30.06.08 — — 12,132

9,824 967 01.07.06 – 30.06.09 — — 9,824

Awards granted shall only vest if they satisfy performance conditions set by the committee. These are currently
described in detail in the section above entitled “Long term incentives”.
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Directors’ interests in shares held in the Company (audited)

On 31 March 2007 the directors’ beneficial interests in the share capital of the Company were:

Options over Options over

Ordinary Shares Ordinary Shares

under Executive under Executive

(Restated) and Save as You and Save as You

Ordinary Shares Ordinary Shares Earn Share Option Earn Share Option

of 10p each of 10p each Schemes at Schemes at

31 March 2007 31 March 2006 31 March 2007 31 March 2006

Executive

John Pearmund 5,510 4,000 — —

John Ritchie 189,755 187,145 3,234 76,495

Ken Wilson 7,965 5,855 33,101 35,883

Non-executive

Colin Honey 50,000 50,000 — —

Nicholas Rochez 17,325 15,825 — —

Glyn Smith 3,000 3,000 — —

The figures for the directors’ beneficial ownership of shares include Matching and Partnership shares held in the
Share Incentive Plan but exclude awards of shares under the Performance Share Plan and the deferred element
of the bonuses paid for the financial years ending on 31 March 2005, 31 March 2006 and 31 March 2007 which
are yet to vest.

John Ritchie’s holding at 31 March 2006 has been restated to include an additional 900 shares requiring to be
disclosed.
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There were no changes in the directors’ beneficial interests between 1 April 2007 and 24 May 2007, except in
relation to holdings in the Share Incentive Plan where the following partnership shares and matching shares
were acquired:

Partnership Shares Matching Shares Total

John Pearmund 23 5 28

John Ritchie 23 5 28

Ken Wilson 23 5 28

Performance graph

The first graph below, as required by the Directors’ Remuneration Report Regulations 2002, illustrates the
performance of the Company measured by total shareholder return (share price growth plus dividends paid)
against ‘a broad equity market index’ over the past five years. As the Company has been a constituent of the FTSE
Small Cap Index throughout this five year period, that index is considered to be the most appropriate benchmark.

Approved and signed on behalf of the Board

Alan McWalter
Chairman of the Remuneration Committee
24 May 2007
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This graph shows the value, by 31 March 2007, of £100 invested in Domestic & General Group PLC on 30 June 2002 compared with the 
value of £100 invested in the FTSE Small Cap Index. The other points plotted are the values at intervening financial year-ends.
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This graph shows the value, by 31 March 2007, of £100 invested in Domestic & General Group PLC on 30 June 2002 compared with the 
value of £100 invested in the FTSE Small Cap Index. The graph shows daily movements in these values over the period.
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Statement of Directors’ Responsibilities

The directors are responsible for preparing the Annual
Report and the Group and parent Company financial
statements in accordance with applicable law and
regulations.

Company law requires the directors to prepare Group
and parent Company financial statements for each
financial year. Under that law they are required to
prepare the Group financial statements in accordance
with IFRSs as adopted by the EU and applicable law
and have elected to prepare the parent Company
financial statements on the same basis.

The Group and parent Company financial statements
are required by law and IFRSs as adopted by the EU to
present fairly the financial position of the Group and
the parent Company and the performance for that
period; the Companies Act 1985 provides in relation
to such financial statements that references in the
relevant part of that Act to financial statements giving
a true and fair view are references to their achieving a
fair presentation.

In preparing each of the Group and parent Company
financial statements, the directors are required to:

● select suitable accounting policies and then apply
them consistently;

● make judgements and estimates that are
reasonable and prudent;

● state whether they have been prepared in
accordance with IFRSs as adopted by the EU; and

● prepare the financial statements on the going
concern basis unless it is inappropriate to
presume that the Group and the parent Company
will continue in business.

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

Under applicable law and regulations, the directors
are also responsible for preparing a Directors’ Report,
Directors’ Remuneration Report and Corporate
Governance Statement that comply with that law and
those regulations.

The directors are responsible for the maintenance and
integrity of the corporate and financial information
included on the Company’s website. Legislation in the
UK governing the preparation and dissemination of
financial statements may differ from legislation in
other jurisdictions.
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Audit Report

Independent auditors’ report to the
members of Domestic & General Group PLC

We have audited the Group and parent company
financial statements (the ‘financial statements’) of
Domestic & General Group PLC for the year ended
31 March 2007 which comprise the Consolidated
Income Statement, the Consolidated and Parent
Company Balance Sheets, the Consolidated and
Parent Company Cash Flow Statements, the
Consolidated and Parent Company Statements of
Recognised Income and Expenses, and the related
notes. These financial statements have been prepared
under the accounting policies set out therein. We
have also audited the information in the Directors’
Remuneration Report that is described as having
been audited.

This report is made solely to the Company’s members,
as a body, in accordance with section 235 of the
Companies Act 1985. Our audit work has been
undertaken so that we might state to the Company’s
members those matters we are required to state to
them in an 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 responsibilities
of directors and auditors

The directors’ responsibilities for preparing the Annual
Report, the Directors’ Remuneration Report and the
financial statements in accordance with applicable
law and International Financial Reporting Standards
(IFRSs) as adopted by the EU are set out in the
Statement of Directors’ Responsibilities on page 45.

Our responsibility is to audit the financial statements
and the part of the Directors’ Remuneration Report
to be audited in accordance with relevant legal and
regulatory requirements and International Standards
on Auditing (UK and Ireland).

We report to you our opinion as to whether the
financial statements give a true and fair view and
whether the financial statements and the part of the
Directors’ Remuneration Report to be audited have
been properly prepared in accordance with the
Companies Act 1985 and, as regards the Group
financial statements, Article 4 of the IAS Regulation.
We also report to you whether in our opinion
the information given in the Directors’ Report is
consistent with the financial statements. The
information given in the Directors’ Report includes
that specific information presented in the Annual
Review that is cross-referred from the Business Review
section of the Directors’ Report.

In addition we report to you if, in our opinion, 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
specified by law regarding directors’ remuneration
and other transactions is not disclosed.

We review whether the Corporate Governance
Statement reflects the Company’s compliance with
the nine provisions of the 2003 Combined Code
specified for our review by the Listing Rules of the
Financial Services Authority, and we report if it does
not. We are not required to consider whether the
Board’s statements on internal control cover all risks
and controls, or form an opinion on the effectiveness
of the Group’s corporate governance procedures or
its risk and control procedures.

We read the other information contained in the
Annual Report and consider whether it is consistent
with the audited financial statements. We consider the
implications for our report if we become aware of any
apparent misstatements or material inconsistencies
with the financial statements. Our responsibilities do
not extend to any other information.
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Basis of audit opinion

We conducted our audit in accordance with
International Standards on Auditing (UK and Ireland)
issued by the Auditing Practices Board. An audit
includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the
financial statements and the part of the Directors’
Remuneration Report to be audited. It also includes
an assessment of the significant estimates and
judgements made by the directors in the preparation
of the financial statements, and of whether the
accounting policies are appropriate to the Group’s
and Company’s circumstances, consistently applied
and adequately disclosed.

We planned and performed our audit so as to obtain
all the information and explanations which we
considered necessary in order to provide us with
sufficient evidence to give reasonable assurance that
the financial statements and the part of the Directors’
Remuneration Report to be audited are free from
material misstatement, whether caused by fraud
or other irregularity or error. In forming our opinion
we also evaluated the overall adequacy of the
presentation of information in the financial statements
and the part of the Directors’ Remuneration Report
to be audited.

Opinion

In our opinion:

● the Group financial statements give a true and fair
view, in accordance with IFRSs as adopted by the
EU, of the state of the Group’s affairs as at
31 March 2007 and of its profit for the year then
ended;

● the parent company financial statements give a
true and fair view, in accordance with IFRSs as
adopted by the EU as applied in accordance with
the provisions of the Companies Act 1985, of the
state of the parent company’s affairs as at
31 March 2007;

● the financial statements and the part of the
Directors’ Remuneration Report to be audited
have been properly prepared in accordance with
the Companies Act 1985 and, as regards the
Group financial statements, Article 4 of the IAS
Regulation; and

● the information given in the Directors’ Report is
consistent with the financial statements.

KPMG Audit Plc
Chartered Accountants
Registered Auditor
London
24 May 2007
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Year to Year to

Note 31 March 2007 31 March 2006

£m £m

Revenue 1 304.6 277.0

Deferred income movement (24.5) (24.2)

Earned income 280.1 252.8

Claims and repair costs (120.0) (102.2)

Acquisition costs (71.9) (66.1)

Operating expenses (64.6) (63.3)

Operating profit before investment return 23.6 21.2

Investment return 2 13.0 14.0

Finance costs 3 (0.1) (0.2)

Profit before tax 1 36.5 35.0

Taxation 4 (11.0) (10.6)

Profit for the year 25.5 24.4

Earnings per share

Basic 5 70.4p 67.7p

Diluted 5 69.6p 67.5p

Year to Year to

Note 31 March 2007 31 March 2006

£m £m

Currency translation differences (0.2) —

Revaluation of properties 0.2 (0.5)

Deferred tax on property revaluation — 0.2

Income and expenses recognised directly in equity — (0.3)

Profit for the year 25.5 24.4

Total recognised income and expenses for the year 24 25.5 24.1

Consolidated Statement
of Recognised Income and Expenses
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Consolidated Balance Sheet

Note 31 March 2007 31 March 2006

£m £m

Assets

Property, plant and equipment 10 15.9 17.1

Intangible assets 11 11.5 11.4

Deferred acquisition costs 12 69.7 64.8

Deferred tax assets 13 1.4 1.3

Investments 14 191.8 180.9

Reinsurers’ share of technical provisions 0.4 0.3

Assets held to cover linked liabilities 2.8 2.8

Trade and other receivables 15 118.8 106.4

Cash and cash equivalents 16 35.6 31.6

Total assets 447.9 416.6

Liabilities

Deferred income 17 266.3 241.8

Claims and repair costs provision 18 10.8 11.0

Long-term business provision 19 1.8 1.7

Linked liabilities 20 2.8 2.8

Provisions 18 0.2 0.2

Deferred tax liabilities 13 0.2 0.5

Tax liabilities 21 5.6 5.4

Loans and borrowings 22 — 3.9

Trade and other payables 23 31.8 35.3

Total liabilities 319.5 302.6

Shareholders’ equity

Share capital 3.6 3.6

Share premium 10.7 10.0

Revaluation reserve 0.4 0.2

Employee compensation reserve 0.9 0.4

Retained earnings 112.8 99.8

Total shareholders’ equity 24 128.4 114.0

Total equity and liabilities 447.9 416.6

The notes on pages 57 to 78 form part of these financial statements.

These financial statements were approved by the Board of directors on 24 May 2007 and were signed on its behalf by:

J. J. Pearmund
Chief Executive
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Year to Year to

Note 31 March 2007 31 March 2006

£m £m

Cash flows from operating activities

Cash generated from operations 28 32.8 31.9

Interest received from cash and cash equivalents 2.4 1.9

Interest paid (0.1) (0.2)

Income taxes paid (10.8) (9.4)

Net cash from operating activities 24.3 24.2

Cash flows from investing activities

Interest received on deposits with credit institutions and cash liquidity funds 7.1 7.0

Proceeds from sale of property, plant and equipment 2.5 0.1

Purchase of property — (0.1)

Net purchase of plant, equipment and software (5.3) (3.2)

Deposits with credit institutions (10.4) (24.3)

Cash liquidity funds (4.2) (2.9)

Loan portfolio 5.8 2.6

Acquisition of subsidiary — net of cash acquired — (0.2)

Net cash used in investing activities (4.5) (21.0)

Cash flows from financing activities

Net proceeds from issue of ordinary share capital 0.7 1.1

Purchase of own shares (0.3) (0.3)

Dividends paid to shareholders (12.3) (10.1)

Repayments of loans and borrowings (3.9) —

Net cash used in financing activities (15.8) (9.3)

Increase/(decrease) in cash and cash equivalents 4.0 (6.1)

Cash and cash equivalents at the beginning of the year 31.6 37.7

Cash and cash equivalents at the end of the year 35.6 31.6
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Significant Accounting Policies

Domestic & General Group PLC is a company incorporated in England and Wales. The consolidated financial statements of the Company for the year
ended 31 March 2007 comprise the Company and its subsidiaries (together referred to as the “Group”).

The financial statements were authorised for issue by the directors on 24 May 2007.

1. Statement of Compliance
The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS) as adopted by the
European Union (“Adopted IFRSs”).

At the date of authorisation of these financial statements IFRS 7 Financial Instruments: Disclosures, was in issue but effective for accounting periods
beginning on or after 1 January 2007 and IFRS 8 Operating Segments, was in issue but not endorsed and effective for accounting periods beginning on
or after 1 January 2009. The directors believe that the adoption of IFRS 7 will only result in changes to the disclosures about financial instruments and
insurance contracts.

2. Basis of Preparation
The financial statements are presented in pounds Sterling and are rounded to the nearest one hundred thousand pounds. They are prepared on the
historical cost basis except that the following assets and liabilities are stated at their fair value: financial assets and liabilities held at fair value through
profit or loss; revalued land and buildings.

The preparation of financial statements in accordance with Adopted IFRSs requires the Group to make judgements, estimates and assumptions that
affect the reported amounts of assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during
the reporting period. The estimates and associated assumptions are based on historical experience and various other factors that are believed to be
reasonable under the circumstances, the results of which form the basis of making judgements of the carrying values of assets and liabilities that are
not readily apparent from other sources. Actual results may differ from these estimates. The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised in the period to which the estimate is revised if the revision affects only that period,
or in the period of the revision and future periods, if the revision affects both current and future periods.

Judgements made by management in the application of Adopted IFRSs that have a significant effect on the financial statements and estimates with a
significant risk of material adjustment in the next year are discussed after the accounting policies section.

In accordance with IFRS 4 Insurance Contracts, the Group continues to comply with the recommendations of the Statement of Recommended
Practice on Accounting for Insurance Business issued by the Association of British Insurers in December 2005 (as revised in December 2006). IFRS 4
applies a definition of insurance that results in all extended warranty insurance and service plans being accounted for as insurance contracts.

The accounting policies set out below have been applied consistently to all years presented in these financial statements. The accounting policies
have been applied consistently by Group entities. The Group’s subsidiary companies report under UK GAAP for statutory accounts purposes.
Adjustments to subsidiary results have been made, where necessary, to apply Adopted IFRS accounting policies.

3. Basis of Consolidation
The consolidated financial statements include the results of the Company and its subsidiaries. Subsidiaries are those entities in which the Group has
power, directly or indirectly, to govern the financial and operating policies so as to gain benefits from their activities. The financial results of subsidiaries
are included in the consolidated financial statements from the date on which effective control commences until the date that control ceases.

Intra-group balances and transactions and any unrealised gains and losses or income and expenses arising from the intra-group transactions are
eliminated in preparing the consolidated financial statements.

4. Segment Reporting
Segments are distinguishable components of the Group that are engaged either in providing different products or services (business segments), or in
providing products or services within a particular economic environment (geographical segments). Each segment is subject to different risks and
rewards to those of other segments. The Group’s primary segments are business segments.
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5. Revenue and Deferred Income
Revenue consists of gross premium income in respect of general insurance business, sales invoiced in respect of warranty service plans, and
commissions receivable and sales invoiced in respect of other support services, exclusive of IPT (insurance premium tax) and of VAT.

Deferred income comprises unearned premiums, deferred income on warranty service plans and unearned commission. Unearned premiums
comprise the amount representing that part of gross premiums written which is estimated to be earned in the following or subsequent financial years,
computed separately for each insurance contract. The provision is calculated on the 24ths basis for contracts up to one year. For contracts in excess of
one year, the time apportionment basis is suitably modified so that the earning pattern matches the risk profile.

Income relating to warranty service plans is earned over the period to which the services relate. Accordingly, invoiced services relating to future
periods are deferred.

Commissions are earned over the period to which the services relate. Accordingly, commissions relating to future periods are deferred.

6. Acquisition Costs
Acquisition costs comprises commission and other expenses incurred on acquiring insurance and service plan business. Acquisition costs are charged in
line with the period in which the related premium or service plan income is earned. Deferred acquisition costs represent the proportion of acquisition
costs incurred which corresponds to the proportion of gross premiums and service plans written which are unearned at the balance sheet date.

7. Claims and Repair Costs Provision
The claims and repair costs provision comprises provisions for the estimated costs of settling all claims and repairs incurred up to but not paid at the
balance sheet date, whether reported or not, together with related claims and repairs handling expenses. Estimation techniques and assumptions are
periodically reviewed with any changes in estimates reflected in the income statement as they occur.

8. Liability Adequacy Test
Provision is made, where necessary, when the expected value of claims, repairs and administrative expenses attributable to the unexpired periods of
policies in force at the balance sheet date exceeds the provision for deferred income in relation to such policies and service plans after deduction of
deferred acquisition costs. Any provision is calculated separately for each category of business but surpluses and deficits between categories that are
managed together are offset.

9. Intangible Assets
(a) Goodwill
All business combinations are accounted for by applying the purchase method. Goodwill represents amounts arising on acquisition of subsidiaries. In
respect of business acquisitions that have occurred since 1 April 2004, goodwill represents the difference between the cost of acquisition and the fair
value of the net identifiable assets acquired.

In respect of acquisitions prior to this date, goodwill is included on the basis of its deemed cost, which represents the net book amount recorded
under previous GAAP, this being cost less accumulated amortisation. Purchased goodwill arising on consolidation in respect of acquisitions before
1 July 1998, remains eliminated against equity but under Adopted IFRS is not included in determining any subsequent profit or loss on disposal.

Any excess in the fair value of net identifiable assets acquired over the cost of acquisition is recognised directly in the income statement.

Subsequent measurement
Goodwill is stated at cost less any accumulated impairment losses. Goodwill is allocated to cash-generating units and is tested annually for
impairment.

(b) Other Intangible Assets
Other intangible assets that are acquired by the Group are stated at cost less accumulated amortisation and impairment losses.

(c) Subsequent Expenditure
Subsequent expenditure on capitalised intangible assets is capitalised only when it increases the future economic benefits embodied in the specific
asset to which it relates. All other expenditure is expensed when incurred.

(d) Amortisation
Amortisation is charged to the income statement on a straight-line basis over the estimated useful lives of intangible assets other than goodwill, from
the date they are available for use. The estimated useful lives are as follows:

Software costs and licences 4 years
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10. Investment Return
Investment return comprises dividends, interest, realised and unrealised gains and losses on financial assets held at fair value through profit or loss.
Dividends are recognised on the ex dividend date once the right to receive payment has been established. Interest is accrued up to the balance
sheet date.

Fair value realised gains and losses are calculated as the difference between the net sales proceeds and fair value at acquisition or, if acquired prior to
the last balance sheet date, the fair value at the last balance sheet date.

Fair value unrealised gains and losses are calculated as the difference between the current fair value at the balance sheet date and fair value at
acquisition or, if acquired prior to the last balance sheet date, the fair value at the last balance sheet date.

Interest income on assets carried at amortised cost is recognised in the income statement as it accrues using the effective interest rate method.

11. Investments
All financial assets are classified either as fair value through profit or loss or loans and receivables.

(a) Investments in debt and equity securities
Investments in debt and equity securities are designated as fair value through profit or loss as the Group manages such investments and makes
purchase and sale decisions based on their fair value. Purchases and sales of investments are recognised on the trade date, which is the date the
Group commits to purchase or sell the assets, at their fair values. The fair value of quoted investments is their quoted bid price at the balance sheet
date. Realised gains and losses, and unrealised gains and losses arising from changes in the fair value of these financial assets, are included in the
income statement in the period in which they arise.

(b) Deposits with credit institutions and loans
Deposits with credit institutions comprise term deposits with a maturity date of greater than one month.

At initial recognition deposits with credit institutions and loans are held at fair value. Subsequent to initial recognition deposits with credit institutions
and interest bearing loans are stated at amortised cost with any difference between amortised cost and redemption value being recognised in the
income statement.

12. Property, Plant and Equipment
Items of property, plant and equipment are stated at cost or valuation, less accumulated depreciation and any recognised impairment loss. Land and
buildings are not depreciated. Depreciation is charged on plant and equipment so as to write off the cost after taking residual values into
consideration, over their estimated useful lives, using a straight-line method.

The estimated useful economic lives are as follows:

Computer equipment 3–4 years
Motor vehicles 4 years
Fixtures, fittings and equipment 4–7 years

Owner-occupied properties are held at open market value, as determined by independent professionally qualified valuers at least every three years. In
the intervening years, these valuations are reviewed by the directors on the basis of independent professional advice and are adjusted if the valuation
differs materially from its carrying amount.

A revaluation surplus is credited directly to equity under the heading of revaluation reserve, unless it reverses a revaluation decrease on the same asset
previously recognised as an expense, when it is credited to the income statement to that extent. Revaluation decreases are charged against any
related revaluation surplus to the extent that the decrease does not exceed the amount held in the revaluation reserve in respect of that same asset.
Any balance on the revaluation decrease is then recognised as an expense in the income statement. Revaluation surpluses are transferred to retained
earnings on disposal of the asset.

The gain or loss arising on disposal of assets is determined as the difference between the sale proceeds and the carrying amount of the asset and is
recognised in the income statement.

The useful lives and residual values are reassessed annually.

13. Trade and Other Receivables
Trade and other receivables are recognised at amortised cost less any provision for impairment. An impairment of a receivable will be recognised if
there is evidence that the Group will not be able to collect all amounts due according to the original terms of the receivable.
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14. Foreign Currencies
The results of overseas branches and subsidiaries are translated into Sterling at the average rate of exchange during the period. Assets and liabilities of
overseas branches and subsidiaries are translated at the rate of exchange ruling at the balance sheet date. Foreign exchange differences arising on the
translation of the results and balance sheets are recognised directly in a separate component of equity.

Other exchange differences arising from foreign currency transactions are included in the income statement.

15. Taxation
Taxation on the profit or loss for the period comprises current and deferred tax. Taxation is recognised in the income statement except to the extent
that it relates to items recognised directly in equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using taxation rates enacted or substantively enacted at the balance sheet
date, and any adjustment to taxation payable in previous years.

Deferred tax is provided using the balance sheet liability method, providing for temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes. The amount of deferred tax provided is based on the expected
manner of realisation or settlement of the carrying amount of assets and liabilities, using taxation rates enacted or substantively enacted at the
balance sheet date.

Deferred tax liabilities are recognised for all taxable temporary differences and deferred tax assets are recognised to the extent that it is probable that
future taxable profits will be available against which the assets can be utilised. Deferred tax assets are reduced to the extent that it is no longer
probable that the related tax benefit will be realised.

16. Impairment
The carrying amounts of the Group’s assets are reviewed at each balance sheet date to determine whether there is an indication of impairment. If
such an indication exists, the asset’s recoverable amount is estimated.

An impairment loss is recognised whenever the carrying amount of an asset or its cash-generating unit exceeds its recoverable amount. Impairment
losses are recognised directly in the income statement unless they relate to previously revalued assets, in which case the impairment loss is
recognised directly against any revaluation reserve for the asset to the extent that the impairment loss does not exceed the amount held in the
revaluation surplus for that asset.

Goodwill is tested for impairment annually even if no indication of impairment exists. An impairment loss on goodwill is not reversed.

An impairment loss in respect of other assets is reversed if there has been a change in the estimates to determine the recoverable amount. For
financial assets impairment losses are only reversed if the reversal can be related objectively to an event after the impairment loss was recognised. An
impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the recoverable amount that would have been
determined, net of depreciation or amortisation, if no impairment loss had been recognised.
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17. Cash and Cash Equivalents
Cash and cash equivalents comprise cash balances, call deposits and term deposits with a term date of less than one month. Bank overdrafts that form
an integral part of the Group’s cash management are included as a component of cash and cash equivalents.

18. Pension Costs
The Group only operates defined contribution pension schemes. Consequently, there is no liability for final salary-based pension schemes. The costs of
providing pensions for employees are charged in the income statement in the year to which they relate.

19. Operating Leases
Operating lease rentals are charged to the income statement on a straight-line basis over the period of the lease.

Lease incentives received are recognised as a reduction of the rental expense over the lease term on a straight-line basis.

20. Share-Based Payments
The Group has applied the requirements of IFRS 2 Share-Based Payments. In accordance with the transitional provisions, IFRS 2 has been applied to all
grants of equity instruments after 7 November 2002 which had not vested by 1 January 2005.

The Group issues equity-settled share-based payments to certain employees. Equity-settled share-based payments are measured at the fair value at
the date of the grant. The fair value determined at the grant date is expensed on a straight-line basis over the vesting period based on the Group’s
estimate of shares that will eventually vest. In line with IFRS 2, the compensating credit is taken to retained earnings. The fair value of shares in the
Performance Share Plan is measured using a Stochastic model, which simulates a large number of possible share price movements and calculates a
resulting value for each share price run. These resulting values are then averaged over all the simulations to produce an estimated value of the share.
The fair value of deferred share bonus awards is measured using a Black-Scholes model which values a share award on the final day of the share term.

The Group also operates a share incentive plan (SIP) that is open to all employees with at least six months’ service. The Group awards one additional
matching share for every five partnership shares purchased by the participant and matching shares must normally be held for three years otherwise
they are forfeited. The Group records an expense, based on its estimate of the number of matching shares likely to vest on a straight-line basis over
three years.

21. Dividend Distribution
Dividend distributions to the Company’s shareholders are recognised in the Company and Group’s financial statements in the period in which the
dividends are declared and appropriately approved.
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The Group’s critical accounting policies and estimates and the application of these policies and estimates are considered by the Audit Committee for
each reporting period.

Key sources of estimation uncertainty and judgements
In the process of applying the Group’s accounting policies, which are described on pages 51 to 55, the Group has made certain estimates and
judgements. The most significant of these that have a risk of causing a material adjustment to the carrying value of the Group’s assets and liabilities
within the next financial year are described below:

Deferred Income
The Group has £266.3 million (2006: £241.8 million) deferred income relating to unearned premium reserves and unearned service plan fees and
unearned commission as disclosed in note 17. Deferred income comprises amounts which are estimated to be earned in the following or subsequent
financial years, computed separately for each contract. For contracts in excess of one year, the time apportionment basis is suitably modified so that
the earning pattern matches the risk profile. Management estimates the earnings patterns and risk profiles that are used for contracts in excess of
one year.

Deferred acquisition costs
Deferred acquisition costs represent the proportion of acquisition costs incurred which corresponds to the proportion of deferred income which is
unearned at the balance sheet date. The carrying amount at the balance sheet date is £69.7 million (2006: £64.8 million). Management make estimates
on the proportion of acquisition costs which are deferred.

Estimation of the claim and repair cost provision
The Group has to estimate the value of the claims reserve for its warranty and pets businesses. The IBNR (incurred but not reported) provision is
management’s estimate of claims that have been incurred and on which a liability exists but which has not yet been reported at the balance sheet
date. Management measures, on an ongoing basis, the actual outturn to the IBNR estimate and seeks reasons and explanations for any significant
variance from the initial estimation. Any uncertainty about the amount and timing of claims payments is typically resolved within one year. The
carrying amount at the balance sheet date is £10.8 million (2006: £11.0 million).

Further information on the estimates, uncertainties and judgements arising as a result of the Group’s warranty and pet operations are detailed in
note 29.

Goodwill Impairment
As at 31 March 2007 the Group had Goodwill of £10.3 million recognised on its balance sheet (2006: £10.3 million). The Group’s goodwill balances are
subject to an annual impairment test. In determining whether there has been a goodwill impairment, the Group is required to review the fair value of
each of the cash-generating units to which goodwill has been allocated. The impairment test for each cash-generating unit is based on its value in
use. In assessing the value in use of each unit, the estimated future cash flow projections are based on actual operating results and the 2007/2008
annual business plan. Note 11 contains information about the assumptions and estimates used to perform the impairment test on the goodwill.
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1. Segmental information
Segmental information is presented in respect of the Group’s business segments and geographical segments, with business segments as the primary
basis of reporting.

The business segment reporting format reflects the Group’s management and internal reporting structure.

Inter-segment pricing is based on fully absorbed cost. Segment results include items directly attributable to a segment as well as those that can be
allocated on a reasonable basis.

The Group comprises the following business segments:

Warranty Breakdown protection on household appliances and equipment to consumers.
Support Services Sales to third parties of telephony, mailing, fulfilment and warranty administration services.
Pet Healthcare Pet healthcare to customers via mail, telephony and the Internet.

Primary reporting — 2007

Pet Support Total

Warranty Healthcare Services reportable Elimination Group

31 March 2007 £m £m £m £m £m £m

Total revenue 270.3 16.2 42.9 329.4 — 329.4

Internal revenue — (2.1) (22.7) (24.8) — (24.8)

External revenue 270.3 14.1 20.2 304.6 — 304.6

Segment result 23.0 1.0 1.1 25.1 — 25.1

Investment income 11.4 0.5 — 11.9 — 11.9

Segment result including investment return 34.4 1.5 1.1 37.0 — 37.0

Unallocated investment return 1.1

Other charges (1.5)

Finance costs (0.1)

Profit before tax 36.5

Segment assets 406.3 14.3 26.1 446.7 (38.1) 408.6

Unallocated assets 39.3

Total assets 447.9

Segment liabilities 301.3 12.2 11.0 324.5 (38.1) 286.4

Unallocated liabilities 33.1

Total liabilities 319.5

Depreciation and amortisation 2.0 — 1.9 3.9 — 3.9

Capital expenditure 4.4 — 0.8 5.2 — 5.2
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1. Segmental information (continued)

Primary reporting — 2006

Pet Support Total

Warranty Healthcare Services reportable Elimination Group

31 March 2006 £m £m £m £m £m £m

Total revenue 247.1 8.4 43.4 298.9 — 298.9

Internal revenue — (1.1) (20.8) (21.9) — (21.9)

External revenue 247.1 7.3 22.6 277.0 — 277.0

Segment result 21.5 0.7 0.8 23.0 — 23.0

Investment return 12.5 0.1 — 12.6 — 12.6

Segment result including investment return 34.0 0.8 0.8 35.6 — 35.6

Unallocated investment return 1.4

Other charges (1.8)

Finance costs (0.2)

Profit before tax 35.0

Segment assets 378.1 12.2 27.6 417.9 (49.8) 368.1

Unallocated assets 48.5

Total assets 416.6

Segment liabilities 283.8 11.4 13.0 308.2 (49.8) 258.4

Unallocated liabilities 44.2

Total liabilities 302.6

Depreciation and amortisation 1.9 — 1.9 3.8 — 3.8

Capital expenditure 1.3 — 2.0 3.3 — 3.3
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1. Segmental information (continued)

Secondary reporting

2007 2006

£m £m

External revenue

UK and Ireland 290.8 270.6

Europe 13.4 6.4

Australia 0.4 —

Total 304.6 277.0

Segment assets

UK and Ireland 430.0 405.4

Europe 17.4 11.2

Australia 0.5 —

Total 447.9 416.6

Capital expenditure

UK and Ireland 5.1 3.2

Europe 0.1 0.1

Australia — —

Total 5.2 3.3

2. Investment return

2007 2006

£m £m

Loans and receivables interest income 0.9 1.3

Interest income on assets held at fair value through profit or loss 9.1 7.6

Dividend income on assets held at fair value through profit or loss 0.6 0.5

Net gain on remeasurement of assets held at fair value through profit or loss 2.4 4.6

13.0 14.0

Investment return includes all gains and losses on financial assets.
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3. Finance costs

2007 2006

£m £m

Interest payable on loans and borrowings 0.1 0.2

0.1 0.2

4. Taxation

2007 2006

£m £m

Current tax expense

Current tax on profits for the year 11.1 10.4

Adjustments relating to prior years — 0.1

Total current tax 11.1 10.5

Deferred tax expense

Origination/reversal of temporary differences (0.1) 0.1

Total deferred tax (0.1) 0.1

Taxation 11.0 10.6

Deferred tax recognised directly in equity

Deferred tax on equity-settled share-based payment transactions (0.2) (0.1)

Deferred tax on property revaluations — (0.1)

(0.2) (0.2)

The tax for the period is higher (2006: higher) than the standard rate of corporation tax in the UK of 30% (2006: 30%). The differences are explained below:

2007 2006

£m £m

Profit on ordinary activities before tax 36.5 35.0

Profit on ordinary activities multiplied by rate of corporation tax in the UK of 30% (2006: 30%) 10.9 10.5

Effects of:

Expenses not deductible for tax purposes 0.1 0.1

Adjustments in respect of prior periods — 0.1

Other — (0.1)

Total taxation 11.0 10.6
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5. Earnings per share

Basic earnings per share is calculated by dividing the earnings attributable to ordinary shareholders by the weighted average number of ordinary
shares outstanding during the year, excluding those held in the employee share trust (note 24), which are treated as cancelled.

For diluted earnings per share, the weighted average number of ordinary shares in issue is adjusted to assume conversion of all dilutive potential
ordinary shares.

Earnings and the reconciliation of the weighted average number of shares used in the calculations are set out below:

2007 2006

£m £m

Profit attributable to ordinary shareholders 25.5 24.4

Issued ordinary shares at the beginning of the year 36.07 36.01

Effect of own shares held (0.06) (0.02)

Effect of shares issued in year 0.22 0.08

Weighted average number of ordinary shares at the end of the year 36.23 36.07

Dilutive effect of options outstanding 0.43 0.11

Diluted weighted average number of ordinary shares in issue during the year 36.66 36.18

Basic earnings per share — pence 70.4 67.7

Diluted earnings per share — pence 69.6 67.5

6. Dividends

2007 2006

£m £m

Amounts recognised as distributions to equity holders in the year

Final dividend for the year ended 31 March 2005 of 18.50p per share — 6.7

Interim dividend for the year ended 31 March 2006 of 9.75p per share — 3.4

Final dividend for the year ended 31 March 2006 of 22.75p per share 8.2 —

Interim dividend for the year ended 31 March 2007 of 11.00p per share 4.0 —

12.2 10.1

The interim dividend was paid on 2 February 2007 to all shareholders on the Register at the close of business on 5 January 2007. The proposed final
dividend of 25.50p per share amounting to £9.2 million has been recommended by the Board. As the final dividend had not been approved at the
balance sheet date it has not been included as a liability as at 31 March 2007.
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7. Profit before taxation

2007 2006

£m £m

The following items have been included in arriving at profit before taxation:

Staff costs (note 9) 46.3 43.1

Depreciation on property, plant and equipment 3.3 3.3

Amortisation of intangibles 0.6 0.5

Profit on disposal of property, plant and equipment — (0.1)

Operating lease rental payments 2.2 1.5

Sublease income (0.3) (0.2)

Repairs and maintenance expenditure on property, plant and equipment 2.7 2.6

Provision against loan portfolio 0.8 0.7

Services provided by the Group’s auditor and network firms

At the Company’s Annual General Meeting held on 28 July 2006, the shareholders approved the reappointment of KPMG Audit Plc as auditor to
Domestic & General Group PLC and its subsidiaries. The following table gives an analysis of the total fees (excluding VAT) in respect of services
provided to the Group by the firm:

2007 2006

£000 £000

Audit of the Group’s financial statements 54 54

Other services:

The audit of the Company’s subsidiaries, pursuant to legislation 137 137

191 191

Other services pursuant to legislation 9 9

Other services relating to taxation 47 50

All other services 102 64

349 314

Fees in respect of pension scheme audit 7 6
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8. Employee benefits

2007 2006

Share-based payment expenses £m £m

Annual bonus incentive plan awards 0.2 0.1

Performance share plan awards 0.3 0.2

Total expense recognised as employee costs 0.5 0.3

During the year ended 31 March 2007, the following share-based payment arrangements existed:

Share Options

All option grants made up to and including September 1999 were made under the Executive Share Option Schemes 1991 (“the 1991 Schemes”) to
eligible employees to subscribe for ordinary shares in the Company. After September 1999 grants of basic and super options have been made to
eligible employees under the discretionary Executive Share Option Schemes 2000, established in accordance with the ABI and NAPF guidelines, and
approved by the shareholders at the November 1999 Annual General Meeting (“the 2000 Schemes”). No options were granted under the 1991
Schemes or the 2000 Schemes during the financial period.

Options normally only vest if the executive director or senior executive remains with the Company for at least three years and relevant performance
targets have been met. In normal circumstances options granted under the 1991 Schemes will only vest if the average performance targets have been
met and if the average growth in earnings per share exceeds the growth in the Retail Price Index (“RPI”) over the period from grant to exercise. Basic
options granted under the 2000 Schemes will vest in normal circumstances if the average growth in earnings per share exceeds the growth in RPI by
an average of at least 3% per annum over any consecutive three year periods following grant. The percentage (from 20% to 100%) of super options
granted under the 2000 Schemes which vest will depend on the extent to which the average growth in earnings per share of the Company exceeds
the growth in RPI over a five year period on a sliding scale from 5% to 13% per annum. EPS was chosen as it reflects the underlying financial
performance of the Company.

The number of shares granted each year was determined on a discretionary basis as a percentage of salary based on current year’s earnings per share
growth, subject to individual upper limits for each scheme.

Options have also been granted under the Her Majesty’s Revenue and Customs (HMRC) Approved Savings Related Share Option Scheme 2000 (SAYE
Scheme), to eligible employees to subscribe for ordinary shares in the Company in accordance with the rules of the SAYE Scheme. Under normal
circumstances, these options are exercised within six months following maturity of the underlying three and five year savings contracts. Executive directors
are also eligible to participate in the HMRC Approved Savings Share Option Scheme 2000 on the same terms as other eligible United Kingdom staff.

The number of shares subject to options, the periods in which they were granted and the periods in which they may be exercised are given below:

Date from which Exercise 2007 2006

Date of grant exercisable Expiry date price Numbers Numbers

Executive Share Option Schemes 1991

10 March 1997 10 March 2000 10 March 2007 £4.43 — 15,745

02 March 1998 02 March 2001 02 March 2008 £5.25 15,066 33,779

01 March 1999 01 March 2002 01 March 2009 £5.95 15,279 28,235

01 September 1999 01 September 2002 01 September 2009 £5.75 13,370 13,773

43,715 91,532

Executive Share Option Schemes 2000

31 August 2000 — Basic 31 August 2003 31 August 2010 £6.60 48,822 71,467

31 August 2000 — Super 31 August 2005 31 August 2010 £6.60 20,399 30,578

30 August 2001 — Basic 30 August 2004 30 August 2011 £6.575 32,217 39,972

30 August 2001 — Super 30 August 2006 30 August 2011 £6.575 2,483 3,770

103,921 145,787

The Savings Related Share Option Schemes 2000

02 April 2001 01 May 2006 01 November 2006 £6.20 — 5,490

02 April 2002 01 May 2007 01 November 2007 £7.405 2,543 2,989

28 April 2003 01 June 2006 01 December 2006 £3.396 — 58,513

28 April 2003 01 June 2008 01 December 2008 £3.396 35,005 36,939

37,548 103,931

185,184 341,250

13839DOMESTIC:D&G AR07  21/6/07  10:39  Page 63



64

Notes to the Financial Statements

13839 20/06/2007 Proof 7 138

8. Employee benefits (continued)

The number and weighted average exercise prices of share options are as follows:

Weighted Weighted

average average

exercise Number exercise Number

price (£) of options price (£) of options

2007 2007 2006 2006

Outstanding at the beginning of the year 5.38 341,250 5.47 552,487

Forfeited during the year 4.22 (4,252) 4.32 (9,263)

Exercised during the year 4.93 (151,814) 5.67 (201,974)

Outstanding at the end of the year 5.78 185,184 5.38 341,250

Exercisable at the end of the year 147,636 233,549

The options outstanding at 31 March 2007 have an exercise price in the range of £3.396 to £7.405 and a weighted average remaining contractual life of
2.84 years.

The Savings Related Share Option Schemes 2000

The estimate of the fair value of the services received is measured based on a stochastic model.

The following assumptions were made when determining the fair value of shares granted on 28 April 2003:

Exercise Date

01 June 2006 01 June 2008

Fair value at measurement date 53.74p 52.52p

Share price at grant date 367.5p 367.5p

Exercise price at grant date 339.6p 339.6p

Expected volatility 24.20% 21.40%

Expected dividend yield 5.35% 5.35%

Risk-free rate 3.68% 4.03%

Expected term 3.25 years 5.25 years

The expected volatility is based on historic volatility over the expected term.
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8. Employee benefits (continued)

Share Awards

Performance Share Plan

Share awards under the plan:

Number of awards outstanding Vesting date

2004 99,085 23 August 2007

2005 80,786 30 June 2008

2006 64,921 02 July 2009

The exercise price for all share awards is nil.

In August 2004, following shareholder approval, the Domestic & General Group PLC Performance Share Plan was established.

The vesting conditions are based on the Company’s total shareholder return (TSR) performance relative to the constituents of the FTSE Small Cap Index,
at the date of the grant, over 3 years.

The estimate of the fair value of the services received is measured based on a stochastic model.

The following assumptions were made when determining the fair value of share options granted:

Grant Date

24 August 2004 01 July 2005 03 July 2006

Fair value at measurement date 316.38p 362.16p 509.14p

Share price at grant date 554.0p 731.5p 956.0p

Expected volatility 26.30% 28.30% 19.50%

Expected dividend yield 3.18% 3.69% 3.40%

Risk-free rate 4.92% 4.05% 4.82%

Expected term 3 years 3 years 3 years

The expected volatility is based on historic volatility over the expected term.

Annual Bonus Incentive Plan

Share awards under the plan:

Number of awards outstanding Vesting date

2005 19,150 01 July 2008

2006 38,622 01 July 2009

The exercise price for all share awards is nil.

Executive directors are eligible to receive an annual bonus payable in cash and deferred shares. This is conditional on the Company achieving specific
levels of profit and an increased earnings per share.

The estimate of the fair value of the services received is measured based on the Black-Scholes model.

The following assumptions were made when determining the fair value of share options granted:

Grant Date

06 July 2005 07 July 2006

Fair value at measurement date 678.19p 863.30p

Share price at grant date 755.0p 956.0p

Expected dividend yield 3.58% 3.40%

Expected term 3 years 3 years

Share Incentive Plan

The Share Incentive Plan started on July 2006 and is open to all staff. The total charge for the year was £13,000.

The numbers of partnership shares and matching shares purchased in the year were:

Partnership shares 6,174
Matching shares 1,166

The exercise price for all share awards is nil.

The vesting condition for matching shares is 3 years’ service; therefore, the earliest vesting date is July 2009.
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9. Employees and directors

Staff costs for the Group during the year 2007 2006

£m £m

Wages and salaries 40.9 38.1

Social security costs 3.9 3.6

Other pension costs — defined contribution schemes 1.5 1.4

46.3 43.1

These costs are charged within: 2007 2006

£m £m

Acquisition costs 3.5 3.0

Operating expenses 42.8 40.1

46.3 43.1

Average monthly number of people (including executive directors) employed 2007 2006

No. No.

Executive directors 3 3

Sales and marketing 93 82

Underwriting and claims 152 144

Finance and administration 405 400

Call centre and fulfilment services 1,641 1,649

2,294 2,278

Further details on directors’ emoluments and options over shares granted are shown on pages 35 to 44 within the Directors’ Remuneration Report.

Notes to the Financial Statements

13839 20/06/2007 Proof 7 138
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10. Property, plant and equipment

Fixtures,

Land and Computer Motor fittings and

buildings equipment vehicles equipment Total

£m £m £m £m £m

Cost

Balance at 1 April 2005 10.6 8.3 1.0 14.0 33.9

Additions 0.1 1.4 0.1 1.1 2.7

Revaluation (0.5) — — — (0.5)

Transfer — 1.0 — (1.0) —

Disposals — — (0.3) — (0.3)

Balance at 31 March 2006 10.2 10.7 0.8 14.1 35.8

Balance at 1 April 2006 10.2 10.7 0.8 14.1 35.8

Additions — 1.6 0.3 2.6 4.5

Disposals (2.6) (0.3) (0.2) (2.5) (5.6)

Balance at 31 March 2007 7.6 12.0 0.9 14.2 34.7

Depreciation and impairment losses

Balance at 1 April 2005 0.1 6.2 0.6 8.8 15.7

Charge for the year 0.1 1.4 0.1 1.7 3.3

Transfer — 0.5 — (0.5) —

Disposals — — (0.3) — (0.3)

Balance at 31 March 2006 0.2 8.1 0.4 10.0 18.7

Balance at 1 April 2006 0.2 8.1 0.4 10.0 18.7

Charge for the year — 1.4 0.2 1.7 3.3

Revaluation (0.2) — — — (0.2)

Disposals — (0.4) (0.1) (2.5) (3.0)

Balance at 31 March 2007 — 9.1 0.5 9.2 18.8

Carrying amount

At 31 March 2006 10.0 2.6 0.4 4.1 17.1

At 31 March 2007 7.6 2.9 0.4 5.0 15.9

If land and buildings were stated on a deemed cost basis at 1 April 2004, with all subsequent additions being stated on a cost basis, the carrying
amounts, had the land and buildings been carried under the cost model, would be as follows:

2007 2006

£m £m

Cost 7.3 9.8

Accumulated depreciation — (0.2)

Carrying amount 7.3 9.6

The Group's freehold properties were revalued at 31 March 2005, by Colliers CRE, a firm of independent Chartered Surveyors. The valuations were
undertaken in accordance with the Appraisal and Valuation Manual of the Royal Institution of Chartered Surveyors in the United Kingdom.

These valuations have been incorporated into the financial statements and the resulting revaluation adjustments have been taken to the
revaluation reserve.
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11. Intangible assets

Goodwill Software Total

£m £m £m

Cost

Balance at 1 April 2005 10.1 3.0 13.1

Additions 0.2 0.6 0.8

Balance at 31 March 2006 10.3 3.6 13.9

Balance at 1 April 2006 10.3 3.6 13.9

Additions — 0.7 0.7

Balance at 31 March 2007 10.3 4.3 14.6

Amortisation and impairment losses

Balance at 1 April 2005 — 2.0 2.0

Amortisation for the year — 0.5 0.5

Balance at 31 March 2006 — 2.5 2.5

Balance at 1 April 2006 — 2.5 2.5

Amortisation for the year — 0.6 0.6

Balance at 31 March 2007 — 3.1 3.1

Carrying amount

At 31 March 2006 10.3 1.1 11.4

At 31 March 2007 10.3 1.2 11.5

The Group annually tests goodwill for impairment, or more frequently if there are indications that goodwill might be impaired. Goodwill is allocated to
cash generating units (CGUs). The recoverable amounts of the CGUs are determined from value in use calculations. The key assumptions for the value
in use calculations are those regarding discount and growth rates. The Group prepares cash flow forecasts derived from its most recent financial
budget approved by management and extrapolates cash flows for the following ten years based on a growth rate of 4%, as well as recognising a
terminal value based on a constant cash flow into perpetuity. The growth rates applied beyond the most recent financial budget do not exceed the
long term growth rates for the markets in which the Group operates. The projected cash flows are discounted using a pre-tax discount rate of 10%
that reflects current market assessments of the time value of money.

All amortisation charges in the year have been charged through operating expenses.
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12. Deferred acquisition costs
2007 2006

£m £m

At the beginning of the year 64.8 58.9

Arising in the year 76.8 72.0

Charge for the year (71.9) (66.1)

At the end of the year 69.7 64.8

13. Deferred tax assets and liabilities

Recognised deferred tax assets and liabilities

Deferred tax assets and liabilities are attributable to the following:

Assets Liabilities Net

2007 2006 2007 2006 2007 2006

£m £m £m £m £m £m

Property revaluation — — — (0.3) — (0.3)

Employee benefits 0.5 0.3 — — 0.5 0.3

Capital allowances/Industrial buildings allowance 0.5 0.6 (0.2) (0.2) 0.3 0.4

Revenue adjustments 0.3 0.3 — — 0.3 0.3

Other temporary differences 0.1 0.1 — — 0.1 0.1

Deferred tax assets/(liabilities) 1.4 1.3 (0.2) (0.5) 1.2 0.8

Movement in temporary differences during the year
Balance Recognised Recognised Balance

1 April 2006 in income in equity 31 March 2007

£m £m £m £m

Property revaluation (0.3) 0.3 — —

Employee benefits 0.3 — 0.2 0.5

Capital allowances/Industrial buildings allowance 0.4 (0.1) — 0.3

Revenue adjustments 0.3 — — 0.3

Other temporary differences 0.1 — — 0.1

Deferred tax assets/(liabilities) 0.8 0.2 0.2 1.2

Balance Recognised Recognised Balance

1 April 2005 in income in equity 31 March 2006

£m £m £m £m

Property revaluation (0.4) — 0.1 (0.3)

Employee benefits 0.1 0.1 0.1 0.3

Capital allowances/Industrial buildings allowance 0.4 — — 0.4

Revenue adjustments 0.3 — — 0.3

Other temporary differences 0.3 (0.2) — 0.1

Deferred tax assets/(liabilities) 0.7 (0.1) 0.2 0.8

£nil (2006: credit £0.1 million) was taken to the revaluation reserve in respect of properties and a credit of £0.2 million (2006: credit £0.1 million) was
taken to retained earnings in respect of share-based payments.

Deferred taxation has been calculated at the current UK Corporation tax rate of 30% as the proposed reduction in the UK Corporation tax rate to 28%
has not received royal assent at the date of approval of these financial statements.

If the proposed reduction in tax rate was applied to the net deferred tax asset at 31 March 2007, the asset would be reduced by £0.1 million.

There is an unrecognised deferred tax asset of £1.0 million (2006: £1.0 million) relating to excess management charges.
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14. Investments

Fair value through

profit or loss Amortised Cost Total

2007 2006 2007 2006 2007 2006

£m £m £m £m £m £m

Cash liquidity funds 29.6 25.5 — — 29.6 25.5

Shares and units in unit trusts 25.8 22.8 — — 25.8 22.8

Debt securities and other fixed income securities 1.3 1.3 — — 1.3 1.3

Loan portfolio — — 5.9 12.5 5.9 12.5

Deposits with credit institutions — — 129.2 118.8 129.2 118.8

56.7 49.6 135.1 131.3 191.8 180.9

The current amount of financial assets is £187.8 million (2006: £172.2 million) and the non-current amount is £4.0 million (2006: £8.7 million).

The effective interest rate on all deposits with credit institutions (including those in cash and cash equivalents in note 16) at 31 March 2007 was 5.3%
(2006: 4.7%), with an average maturity of 188 days (2006: 147 days).

The effective interest rates on the loan portfolio ranged from 7.5% to 8.4% (2006: 7.5% to 8.4%). During the year the impairment on the loan portfolio
was £0.8 million (2006: £0.7 million) which has been recognised in the income statement.

The equity portfolio of £25.8 million (2006: £22.8 million) is managed by six external fund managers and is structured to cover different sectors of the
UK equity markets.

15. Trade and other receivables

2007 2006

£m £m

Trade receivables — warranty operations 104.0 91.0

Trade receivables — other 9.6 10.3

Prepayments and accrued income 5.2 5.1

118.8 106.4

All trade and other receivables are current (2006: current).

16. Cash and cash equivalents

2007 2006

£m £m

Bank and cash balances 1.9 1.7

Call deposits 31.5 27.9

Short term bank deposits 2.4 2.0

Bank overdrafts (0.2) —

35.6 31.6

The effective interest rate on all deposits with credit institutions (including those in note 14, Investments) at 31 March 2007 was 5.3% (2006: 4.7%), with
an average maturity of 188 days (2006: 147 days).
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17. Deferred income

2007 2006

£m £m

Balance at the beginning of the year 241.8 216.2

Amounts deferred during the year 284.0 254.4

Amounts earned during the year (259.5) (228.8)

Balance at the end of the year 266.3 241.8

Deferred income relates to unearned premium reserves and unearned service plan fees relating to risk periods after the balance sheet date.

18. Claims and repair costs provision

2007 2006

£m £m

Balance at the beginning of the year 11.0 11.5

Amounts incurred in year 120.0 102.2

Amounts paid (120.2) (102.7)

Balance at the end of the year 10.8 11.0

Other provisions of £0.2 million (2006: £0.2 million) relate to other technical provisions arising from the Warranty business.

Assumptions and sensitivities for warranty and pets healthcare businesses

Process used to determine the assumptions for measuring warranty and pet contract liabilities
The assumptions used in the estimation of warranty and pet contract liabilities are intended to produce provisions which are sufficient to cover any
liabilities arising out of warranty and pet contracts so far as can be reasonably foreseen.

Provision is made at the balance sheet date for the expected ultimate cost of settlement of all claims incurred in respect of events up to that date,
whether reported or not, together with related claims handling expenses. Up-to-date information is used to produce best estimates of the expected
outcome. The sources of the data used as inputs for the assumptions are primarily internal, using regularly monitored statistics. There is a strong
emphasis on current trends, and where, for new products, there is limited information to make a reliable best estimate of claims development,
additional margins are included within assumptions used.

Outstanding claims and repair costs, estimation techniques and assumptions are reviewed at least quarterly with any changes reflected in the income
statement as they occur. The key methods, which remain unchanged, from prior years are:

● Detailed review of claim incident data
● The use of historical data to estimate the paid and incurred to date proportions of the ultimate claim cost
● Expected claims ratio compared to actual performance
● Monitoring of the performance of repairers

To the extent that these methods use historical claims development information they assume that the historical claims development pattern will
occur again in the future. There are reasons why this may not be the case and, in so far as it can be identified, this has been allowed for in calculating
the final provision.

The claims and repairs cost provision for liabilities reported in the balance sheet is considered adequate. However, the process of estimation is based
upon certain variables and assumptions which will differ from the actual out-turn.

Change in assumptions and sensitivity analysis
The Group is a high volume, low unit cost business. Any change in the assumption used for any particular warranty on a particular product will not
result in a material change to the performance of the Group. The majority of claims incurred by the Group have a short tail and are usually settled within
six months, hence the Group’s claims and repair costs provision is significantly smaller than for types of business that have longer settlement tails.

The assumptions that have the greatest effect on the measurement of warranty and pet healthcare liabilities are the expected claims frequency and
cost of each repair or treatment. A 10% change in outturn of the claims and repair costs provision would result in a change in the provision at
31 March 2007 of £1.1 million which represents 1% (2006: 1%) of the total claims and repair costs for the year, and is 3.0% of profit before tax
(2006: 3.2%).

13839DOMESTIC:D&G AR07  21/6/07  09:25  Page 71



72

Notes to the Financial Statements

13839 20/06/2007 Proof 7 138

19. Long-term business provision

2007 2006

£m £m

Balance at the beginning of the year 1.7 1.7

Movement in provision 0.1 —

Balance at the end of the year 1.8 1.7

The adequacy of the long-term business fund is assessed annually by qualified actuaries. At 31 March 2007 and 31 March 2006 the valuation of assets
exceeded the valuation of liabilities.

The long-term business provision is calculated on the basis of recognised actuarial methods with due regard to actuarial principles and best practice.
The methodology takes into account risks and uncertainties of the classes of long term business written and the results are certified by the professionals
undertaking the valuations.

The principal assumptions underlying the calculation of the long term business provisions are:

(a) Rates of interest 31 March 2007 31 March 2006

Assurances
Without profit 3.20%–4.00% 3.00%–3.75%

Annuities
Without profit — deferred 4.00% 3.75%
Without profit — in payment 3.20%–4.00% 3.00%–3.75%

(b) Mortality tables

Assurances and deferred 125% and 170% AM/AFC 00
Annuities ultimate
Term assurances 125% TM/TFC 00 ultimate
Annuities in payment 100% PMA/PFA 92 long cohort

The assumptions to which the long term business provision is particularly sensitive are the interest rate used to discount the provision and the
assumed future mortality experience of policyholders.

20. Linked liabilities

2007 2006

£m £m

Balance at the beginning of the year 2.8 2.3

Movement in provision — 0.5

Balance at the end of the year 2.8 2.8

Unit-linked investment contract liabilities are carried at amortised cost which closely approximates to fair value.

21. Tax liabilities

The tax liability of £5.6 million (2006: £5.4 million) represents the amount of income taxes payable in respect of the current year less adjustment in
respect of prior years.

22. Loans and borrowings

2007 2006

£m £m

Current liabilities

Unsecured bank loan — 3.9

— 3.9

£3.9 million of unsecured bank loans were repaid during the year. The fair value of the loan at 31 March 2007 is £nil (2006: £3.9 million).
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23. Trade and other payables

2007 2006

£m £m

Trade payables 24.5 28.6

Accruals 4.6 3.6

Reinsurance payables 0.1 0.1

Other taxation and social security 2.6 3.0

31.8 35.3

All trade and other payables are current (2006: current).

24. Shareholders’ equity

Employee

Share Share Revaluation compensation Retained

capital premium reserve reserve earnings Total equity

£m £m £m £m £m £m

Balance at 1 April 2005 3.6 8.9 0.5 0.1 85.7 98.8

Total recognised income and expense for the year — — (0.3) — 24.4 24.1

Share-based payments — — — 0.3 0.1 0.4

Dividends — — — — (10.1) (10.1)

Purchase of own shares — — — — (0.3) (0.3)

Issue of share capital — 1.1 — — — 1.1

Balance at 31 March 2006 3.6 10.0 0.2 0.4 99.8 114.0

Employee

Share Share Revaluation compensation Retained

capital premium reserve reserve earnings Total equity

£m £m £m £m £m £m

Balance at 1 April 2006 3.6 10.0 0.2 0.4 99.8 114.0

Total recognised income and expense for the year — — 0.2 — 25.3 25.5

Share-based payments — — — 0.5 0.2 0.7

Dividends — — — — (12.2) (12.2)

Purchase of own shares — — — — (0.3) (0.3)

Issue of share capital — 0.7 — — — 0.7

Balance at 31 March 2007 3.6 10.7 0.4 0.9 112.8 128.4

Called up share capital

Number of

ordinary shares 2007 2006

Allotted, called up and fully paid 2007 £m £m

Ordinary Shares of 10p each

On issue at the beginning of the year 36,204,488 3.6 3.6

Issued under employee share schemes 148,890 — —

On issue at the end of the year 36,353,378 3.6 3.6

Authorised

Ordinary Shares of 10p each 50,000,000 5.0 5.0

The holders of ordinary shares are entitled to receive dividends as declared and are entitled to one vote per share at meetings of the Company.
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24. Shareholders’ equity (continued)

Revaluation reserve
The revaluation reserve relates to property.

Retained earnings
Included in retained earnings are the following items:

The Domestic & General Employee Shareholder Trust holds 69,000 shares, purchased for a total consideration of £603,198. During the year the
Trust purchased 30,000 shares, 0.08% of share capital (2006: 39,000 shares, 0.11% of share capital) for a total consideration of £296,698 (2006: £306,500).
It is intended that the shares will be used to satisfy part of the Group’s share awards obligations. The trustees of the Domestic & General Employee
Shareholder Trust have agreed to waive all dividends payable on shares held in the trust and none have been paid on these shares during the
financial year.

The cumulative goodwill written off against Group retained earnings in respect of acquisitions prior to 1 July 1998 amounts to £2.4 million
(2006: £2.4 million).

Employee compensation reserve

The employee compensation reserve relates to share-based payments made to the Group’s employees.

25. Commitments

(a) Operating lease commitments
Non-cancellable operating lease rentals on properties are payable as follows:

2007 2006

£m £m

Within one year 2.2 2.6

Between one and five years 8.2 8.6

More than five years 12.1 14.6

22.5 25.8

On 17 February 2006 the Group entered into a 15 year lease on its new Head Office building. Space not required is sublet on a short term basis.
Total lease payments over the life of the lease are £20.4 million subject to market reviews after five and ten years.

The remaining lease liabilities cover a number of Group sites with leases due to expire between 2009 and 2014.

During the year ended 31 March 2007, £2.2 million was recognised as an expense in the income statement in respect of operating leases (2006:
£1.5 million) and £0.3 million was recognised as income in the income statement in respect of subleases (2006: £0.2 million).

Sublease income on non-cancellable property operating leases is receivable as follows:

2007 2006

£m £m

Within one year 0.3 0.1

Between one and five years 1.1 0.1

More than five years 0.5 0.1

1.9 0.3

(b) Capital commitments
At 31 March 2007 the Group had capital commitments contracted for, but not provided in the accounts of £0.2 million (2006: £1.5 million).

13839DOMESTIC:D&G AR07  21/6/07  09:25  Page 74



13839 20/06/2007 Proof 7

DOMESTIC & GENERAL ANNUAL REPORT 2007 75

O
ve

rv
ie

w
B

u
si

n
es

s
R

ev
ie

w
C

o
rp

o
ra

te
G

o
ve

rn
an

ce
Fi

n
an

ci
al

St
at

em
en

ts

26. Subsidiary companies

Proportion of

Country of issued ordinary

incorporation share capital held Nature of business

2007 2006

Principal subsidiaries:

Domestic & General Insurance PLC England and Wales 100% 100% Underwriting general insurance

Domestic & General Services Limited England and Wales 100% 100% Warranty service plans

Inkfish call centres limited England and Wales 100% 100% Telephone services

Inkfish Financial Services Limited England and Wales 100% 100% Telephone services

Inkfish Services Limited England and Wales 100% 100% Mailing and fulfilment services

Pet Protect Limited England and Wales 100% 100% Pet healthcare broker

DG Insurance Services Limited England and Wales 100% 100% Insurance broker

Other subsidiaries:

Copleys Limited England and Wales 100% 100% Personal finance

Domestic & General Life Assurance Company Limited England and Wales 100% 100% Long-term business

All subsidiaries are included in the Group consolidation.

All subsidiaries are owned directly by the Company except for Copleys Limited. In order to avoid a statement of excessive length, particulars of
dormant companies are not given. A full list of subsidiary companies is given in the Company’s Annual Return.

27. Related parties

Transactions with key management personnel
Key management personnel consists of all Group and subsidiary directors.

2007 2006

£m £m

Wages and salaries and other social security costs 2.7 2.7

Other pension costs — defined contribution schemes 0.2 0.2

Share-based payments 0.4 0.3

Total key management personnel compensation 3.3 3.2

Details of the share schemes operated by the Group, and in which key management personnel participate, are given in note 8.

Some key management personnel do hold warranties on domestic appliances that are underwritten by the Group. These transactions are completed
on terms that are the same as those available to staff.
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28. Cash flows from operating activities
2007 2006

£m £m

Profit before tax 36.5 35.0

Adjustments for:

Depreciation of property, plant and equipment 3.3 3.3

Amortisation of software 0.6 0.5

Share-based payments expense 0.5 0.3

Profit on sale of property — (0.1)

Fair value gains on investments (2.4) (4.6)

Dividends reinvested (0.6) (0.5)

Interest paid 0.1 0.2

Interest received (9.5) (8.9)

Impairment of loan portfolio 0.8 0.7

Effects of exchange rates on investing activities 0.1 (0.1)

Operating profit before changes in working capital and provisions 29.4 25.8

(Increase)/decrease in deferred acquisition costs (4.9) (5.9)

(Increase)/decrease in reinsurers’ share of technical provisions — (0.1)

(Increase)/decrease in trade and other receivables (12.5) (12.7)

Increase/(decrease) in deferred income 24.5 25.6

Increase/(decrease) in claims and repair costs provision (0.2) (0.5)

Increase/(decrease) in trade and other payables (3.5) (0.3)

Cash generated from operations 32.8 31.9
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29. Risk management

Warranty and pet contract liabilities — IFRS 4 Insurance Contracts
The Group provides extended warranties on domestic appliances and pet healthcare insurance. IFRS 4: Insurance Contracts applies a definition of
insurance that results in all extended warranty insurance contracts and service plans being presented together.

The Group manages its warranty and pet contract liability risk through the following measures: underwriting controls; approval procedures for new
products; control over the prices at which warranties and pet insurance may be sold; regular review of client, product and policy performance;
monitoring emerging issues. Statistical expectancy is applied to pricing and provisioning for the portfolio of warranty and pet contracts. The principal
risk is that the frequency and severity of claims and repairs is greater than expected. The actual number and size of events during any one year may
vary from those estimated using established statistical techniques.

The Group’s strategy is to aim for a targeted return on each type of service. The warranty and pet portfolios combine a large number of small value
contracts which generally span one to five years and which, in the main, have short tail risks of predominantly less than one year. The quick
settlement of claims reduces the variability of outcome. The Group builds and sets its pricing on a rigorous and prudent “ground up” approach
developed and tested during many years as a specialist provider. Accordingly, pricing is made up of several parts, including claims and repair costs,
operating expenses, acquisition costs and tax. The Group uses several methods to assess and monitor its warranty and pet contract liability risk
exposures both for individual types of risks covered and overall risks. These methods include internal risk measurement and sensitivity analysis. The
calculation of the claims and repair costs element is the most complex and is a result of the anticipated claims cost and the projected claims
frequency for each year of projection. We also re-price based on latest account experience and external conditions. The main factors considered are
historical and projected failure incidences, current average repair costs and type of repair, forecast levels of inflation, product sales volumes and
predicted and historic take-up levels.

Sources of uncertainty in the estimation of future claims payments
Warranties result in a high volume of low value claims with a short claims tail that are usually settled within six months of reporting the incident. The
nature of the core business is such that there are no latent risks (such as asbestosis), nor are there any material concentrations or aggregations of risk.
Accordingly, the value of the claims reserve is low relative to the size of other assets and liabilities of the Company. The claims provision is an
aggregation of unprocessed reported claims, either in process or known to be outstanding and that have been incurred but not reported (IBNR)
along with a claims handling reserve sufficient to fund the expense of settling the claims.

The main risks covered by the Pets healthcare division are illness, injury, death and third party liability. Excluding the third party liability risk, the
remaining risks result in a high volume of low value claims with a short claims tail that are usually settled within six months of reporting the incident.
Accordingly, the value of the claims reserve on these risks is low relative to the size of other assets and liabilities of the Company. Our policies also
offer third party liability cover on dogs to a maximum of £2 million. This risk has the potential to incur a small number of large claims and is 100%
reinsured to an ’A’ rated third party.

Development of claims provision
The calculation of the IBNR reserve is management’s estimate of claims that have been incurred and on which a liability exists but which has not yet
been reported. Management measures, on an ongoing basis, the actual outturn to the IBNR estimate and seeks reasons and explanations for any
significant variance from the initial estimation. Any uncertainty about the amount and timing of claims payments is typically resolved within one year.

30. Financial risk management
The Group is exposed to financial risk through its financial assets and financial liabilities. Risks include market risk, credit risk, liquidity risk and foreign
exchange risk. The Group has in place a risk management programme that seeks to limit the adverse effects on the financial performance of
the Group.

Market risk
Market risk is the potential adverse financial impact of changes to interest rates and equity prices.

The Group’s greatest risk to changes in interest rates arises from our investment portfolio. Interest rate risk within the investment portfolio is managed
actively by the Group’s Treasury function which reports directly to the Investments Committee. The majority of the Group’s investments are held in
cash deposits and cash liquidity funds, these are invested with varying maturity dates. A 0.25% movement in the interest rate would have an
annualised £0.4 million impact on interest income. At 31 March 2007 the Group does not have any borrowings. At 31 March 2006 the Group had £3.9
million of borrowings, representing one loan which was repaid in full during the year. All bank overdraft facilities are deemed integral to cash
management and are included as a component of cash and cash equivalents.
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30. Financial risk management (continued)

The Group also holds an equity portfolio which is subject to price movements. Our objective is to earn competitive returns by investing in funds
which diversify across industries and companies.

The Group also has a personal loans business. We are in the process of running down the loans book as we consider it no longer makes an adequate
return for our investment portfolio. We are actively managing the run-off of this book and have ensured adequate provisioning for probable account
defaults where the conditions leading to the probable default existed at the balance sheet date. Personal loans are held at amortised cost. Effective
interest rates for the majority of these balances range from 7.5% to 8.4%. Interest rates are fixed at the inception of the loan.

Credit risk
The greatest credit risks to the Group are in relation to deposits with credit institutions, personal loans and warranty and insurance debtors. The Group
structures the levels of credit risk it accepts by placing limits on its exposure to a single counterparty, or groups of counterparty.

Investments of cash are only held with an approved panel of ‘A’ rated banks and building societies where the prospect of default would be significantly
less than once in every 200 years. Given the high credit ratings of the ‘A’ rated banks and building societies, management does not expect any
counterparty to fail to meet its obligations. Counterparty exposure is subject to constant review.

Personal loans are subject to an individual maximum loan of £25,000; these loans by virtue of their nature have been classified as ‘not rated’.

Warranty and insurance debtors are amounts receivable from policyholders and service plan customers and are by their nature high volume but low
value. Credit risk exposure is minimal; if the instalment debtor lapses we cancel the cover provided.

2007 2006 2007 2006 2007 2006

‘A’ rated ‘A’ rated Not rated Not rated Total Total

£m £m £m £m £m £m

Deposits with credit institutions 129.1 118.8 — — 129.1 118.8

Personal loans — — 5.9 12.5 5.9 12.5

Warranty and insurance debtors — — 102.1 91.0 102.1 91.0

129.1 118.8 108.0 103.5 237.1 222.3

The Group has implemented policies that require appropriate credit checks on potential trade partners before sales commence.

The amount disclosed in the balance sheet represents the Group’s maximum exposure to credit risk.

Liquidity risk
An important aspect of the Group’s management of assets and liabilities is ensuring that cash is available to settle liabilities as they fall due. The most
significant payments are claims and repair costs and staff costs. The profile of claims and repair costs payments and staff costs are highly predictable.
The Group maintains cash and liquid deposits to meet demands on a daily basis.

Foreign exchange risk
The majority of Group business is based in the UK; however, a small proportion of Group operations are in Europe and Australia. This results in
potential exposure to Euro and Australian dollar foreign exchange reporting risk. We match assets and liabilities in the appropriate currencies in our
foreign operations.

Operational risk
Operational risk arises as a result of inadequately controlled internal processes or systems, human error, or from external events. This definition is
intended to include all other risks to which the Group is exposed, including for example, information technology, information security, human
resources, project management, outsourcing, tax, legal, fraud and compliance risks.

In accordance with Group policies, business unit management has primary responsibility for the effective identification, management, monitoring and
reporting of operational risks to the business unit management executive team and to the Group.

Operational risks are assessed according to the potential impact and probability of the event concerned. Impact assessments are made against
operational, financial, reputational and regulatory criteria and reported on a quarterly basis by business units to the Group. Risks assessed by business
units as having high impact assessments are escalated to the Group in the periods between the quarterly reporting meetings. This enables us to:

● Assess and monitor overall operational risk exposures

● Identify any concentrations of operational risk across the Group

● Monitor progress towards the mitigation of operational risk.
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The profit for the year was £13.8 million (2006: £20.2 million). There were no other recognised income or expenses for the year.

Parent Company Balance Sheet
Note 31 March 2007 31 March 2006

£m £m

Assets

Investment in subsidiaries C 22.2 21.3

Investments D 13.5 9.3

Trade and other receivables

Amounts owed by Group subsidiaries 9.7 16.6

Cash and cash equivalents 0.4 0.6

Total assets 45.8 47.8

Liabilities

Loans and borrowings 22 — 3.9

Trade and other payables F 16.7 17.6

Total liabilities 16.7 21.5

Shareholders’ equity

Share capital 24 3.6 3.6

Share premium 10.7 10.0

Employee compensation reserve 0.9 —

Retained earnings 13.9 12.7

Total shareholders’ equity G 29.1 26.3

Total equity and liabilities 45.8 47.8

These financial statements were approved by the Board of directors on 24 May 2007 and were signed on its behalf by:

J. J. Pearmund
Chief Executive

Parent Company Statement
of Recognised Income and Expenses
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Year to Year to

Note 31 March 2007 31 March 2006

£m £m

Cash flows from operating activities

Cash generated from operations H 5.9 (1.7)

Interest received 0.2 —

Intercompany interest received 0.2 0.3

Interest paid — (0.2)

Net cash from operating activities 6.3 (1.6)

Cash flows from investing activities

Deposits with credit institutions (4.2) (9.3)

Acquisition of subsidiary — net of cash acquired — (0.2)

Net cash used in investing activities (4.2) (9.5)

Cash flows from financing activities

Net proceeds from issue of ordinary share capital 0.7 1.1

Purchase of own shares (0.3) (0.3)

Repayment of loans and borrowings (3.9) —

Dividends received from subsidiaries 13.5 20.5

Dividends paid to shareholders (12.3) (10.1)

Net cash (used in)/from financing activities (2.3) 11.2

(Decrease)/increase in cash and cash equivalents (0.2) 0.1

Cash and cash equivalents at the beginning of the year 0.6 0.5

Cash and cash equivalents at the end of the year 0.4 0.6
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Significant Accounting Policies
The parent company financial statements have been prepared and approved by the directors in accordance with International Financial Reporting
Standards as adopted by the EU (“Adopted IFRSs”).

On publishing the parent company financial statements here together with the Group financial statements, the Company is taking advantage of the
exemption in s230 of the Companies Act 1985 not to present its individual income statement and related notes that form a part of these approved
financial statements.

The accounting policies of the Group disclosed on pages 51 to 55 are also the accounting policies of the parent company except where stated below:

Investments in subsidiaries
Investments in subsidiaries are held at historic cost less impairment. The carrying amounts are reviewed at each balance sheet date to determine
whether there is any indication of impairment. Impairments are recognised immediately in the Company’s income statement.

Share-based payments
The Company operates share-based payment schemes for employees of the Group, depending on eligibility. The fair value of these equity-settled
share-based payments is measured at the grant date, and the cost is borne by a subsidiary company. The fair value is added to the cost of the
Company’s investment in its subsidiary undertakings and a corresponding credit is made to reserves.

A. Employees
The Company does not have any employees. The remuneration of the directors is borne by another Group company; full details of their remuneration
is found in the Remuneration Report on pages 35 to 44.

B. Auditors’ remuneration
Details of the auditors’ remuneration is found in note 7.

C. Investments in subsidiaries

2007 2006

£m £m

Cost at the beginning of the year 21.3 21.1

Movement in the year 0.9 0.2

Cost at the end of the year 22.2 21.3

The increase in investments in subsidiaries during the year relates to share-based payment transactions with Domestic & General Services Limited.

D. Investments
Deposits with credit institutions of £13.5 million (2006: £9.3 million) are held at amortised cost with an effective interest rate of 5.5% (2006: 4.5%) and
an average maturity of 92 days (2006: 120 days). All investments are current (2006: all current).

E. Financial risk management
The Company is exposed to financial risk through its financial assets and financial liabilities. Risks include market risk, credit risk and liquidity risk. The
Company has in place a risk management programme that seeks to limit the adverse effects on the financial performance of the Company.

Market risk
Market risk is the potential adverse financial impact of changes to interest rates and equity prices.

The Company’s greatest risk to changes in interest rates arises from our investment portfolio. Interest rate risk within the investment portfolio is
managed actively by the Group’s Treasury function which reports directly to the Investments Committee. The Company’s investments are held in cash
deposits and are invested with varying maturity dates. At 31 March 2007 the Company did not have any borrowings (2006: £3.9 million).

Credit risk
The greatest credit risks to the Company are in relation to deposits with credit institutions. The Company structures the levels of credit risk it accepts
by placing limits on its counterparty exposures.

Investments of cash are only held with an approved panel of ‘A’ rated banks and building societies where the prospect of default would be
significantly less than once in every 200 years. Given the high credit ratings of the ‘A’ rated banks and building societies, management does not expect
any counterparty to fail to meet its obligations. Counterparty exposure is subject to constant review.

Liquidity risk
An important aspect of the Company’s management of assets and liabilities is ensuring that cash is available to settle liabilities as they fall due.
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Parent Company Notes to the Financial Statements

F. Trade and other payables
2007 2006

£m £m

Amounts owed to Group subsidiaries 16.7 17.1

Other creditors — 0.5

16.7 17.6

All trade and other payables are current (2006: all current).

G. Shareholders’ equity

Employee

Share Share compensation Retained Total

capital premium reserve earnings equity

£m £m £m £m £m

Balance at 1 April 2005 3.6 8.9 — 2.9 15.4

Total recognised income and expense for the year — — — 20.2 20.2

Dividends — — — (10.1) (10.1)

Purchase of own shares — — — (0.3) (0.3)

Issue of share capital — 1.1 — — 1.1

Balance at 31 March 2006 3.6 10.0 — 12.7 26.3

Employee

Share Share compensation Retained Total

capital premium reserve earnings equity

£m £m £m £m £m

Balance at 1 April 2006 3.6 10.0 — 12.7 26.3

Total recognised income and expense for the year — — — 13.7 13.7

Dividends — — — (12.2) (12.2)

Share-based payments — — 0.9 — 0.9

Purchase of own shares — — — (0.3) (0.3)

Issue of share capital — 0.7 — — 0.7

Balance at 31 March 2007 3.6 10.7 0.9 13.9 29.1

All retained earnings are distributable for both years.
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H. Cash flows from operating activities

2007 2006

£m £m

Profit before tax 13.8 20.1

Adjustments for:

Dividends received (13.5) (20.5)

Interest paid — 0.2

Intercompany interest received (0.2) (0.3)

Interest received (0.2) —

Operating profit before changes in working capital and provisions (0.1) (0.5)

(Increase)/decrease in trade and other receivables 6.9 (0.7)

Increase/(decrease) in trade and other payables (0.9) (0.5)

Cash generated from operations 5.9 (1.7)

I. Related party transactions
The Company received dividend income of £13.5 million (2006: 20.5 million) and interest income of £0.2 million (2006: £0.3 million) from subsidiaries in
the normal course of business.

Details of the Company’s subsidiaries are given in note 26. Disclosure of other related party transactions are given in note 27.
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Notice of Annual General Meeting

Notice is hereby given that the 2007 Annual General Meeting of Domestic & General Group PLC will be held at Swan Court, 11 Worple Road, Wimbledon,
London, SW19 4JS on Thursday, the 26th day of July 2007 at 12.00 p.m. for the following business:

Ordinary Business
1. To receive the Report of the Directors and the audited financial statements of the Company for the year ended 31 March 2007.

2. To approve the Directors’ Remuneration Report.

3. To declare a final dividend for the year ended 31 March 2007 of 25.50 pence per ordinary share.

4. To elect as a director Mr Paul Lee, retiring under the Articles of Association.

5. To re-elect as a director Mr Glyn Smith, a director retiring by rotation.

6. To re-elect as a director Mr Kenneth Wilson, a director retiring by rotation.

7. To reappoint KPMG Audit Plc as auditors and to authorise the directors to fix their remuneration.

Special Business
To consider and, if thought fit, pass the following Resolutions which will be proposed in the case of Resolution 8 as an Ordinary Resolution and in the case of
Resolutions 9 and 10 as Special Resolutions.

8. That the directors be and are hereby authorised generally and unconditionally for the purpose of Section 80 of the Companies Act 1985 (in substitution for
the unexercised portion of any authority previously conferred on them) to allot relevant securities (within the meaning of that Section) up to a maximum
aggregate nominal amount of £1,199,661 and to make any offer or agreement which may require any such relevant securities to be allotted after the
expiry of this authority, such authority to expire on 25 July 2012.

9. That the directors be and they are hereby empowered, pursuant to Section 95 of the Companies Act 1985 (“the Act”), to allot equity securities (as defined in
Section 94 of the Act), in accordance with the authority conferred pursuant to resolution 7 above, as if Section 89(1) of the said Act did not apply to any such
allotment, provided that this power shall be in substitution for the unexercised portion of any authority previously conferred on them, and shall be limited to:

(i) the allotment of equity securities in connection with a rights issue where the equity securities offered to all ordinary shareholders are proportionate as
nearly as may be to the respective numbers of ordinary shares held by them but subject to such exclusions or other arrangements as the directors
may deem necessary or expedient in relation to fractional entitlements or legal or practical problems arising under the laws of, or the requirements of
any regulatory body or any stock exchange in, any territory;

(ii) the allotment of equity securities, other than pursuant to subparagraph (i) above, up to an aggregate nominal value of £181,766;

and shall expire upon the conclusion of the next Annual General Meeting save that the Company may before such expiry make an offer or agreement
which would or might require equity securities to be allotted after such expiry and the directors may allot equity securities in pursuance of such offer or
agreement as if the power hereby conferred had not expired.

10. That the Company be generally and unconditionally authorised to make market purchases (within the meaning of section 163(3) of the Companies Act
1985) of ordinary shares of 10 pence each in the Company (“ordinary shares”) provided that:

(i) the maximum aggregate number of ordinary shares authorised to be purchased is 3,635,337 (not more than 10% of the issued ordinary share capital);
(ii) the minimum price which may be paid for an ordinary share is 10 pence;
(iii) the maximum price which may be paid for ordinary shares is an amount equal to the higher of (a) 105% of the average of the middle-market

quotations for an ordinary share taken from the London Stock Exchange Daily Official List for the five business days immediately preceding the date of
purchase or (b) the higher of the price of the last independent trade and the highest current bid as stipulated by Article 5(i) of Commission Regulation
(EC) 22 December 2003 implementing the Market Abuse Directive as regards exemptions for buy-back programmes and stabilisation of financial
instruments (no. 2273/2003);

(iv) this authority shall expire upon the conclusion of the next Annual General Meeting save that the Company may make a contract to purchase ordinary
shares under this authority before the expiry of the authority, which will or may be executed wholly or partly after the expiry of the authority, and may
make a purchase of ordinary shares in pursuance of any such contract.

By order of the Board

A. P. White LLB
Secretary
24 May 2007

NOTES
1. Subject to it being duly declared at the Annual General Meeting, the final ordinary dividend will be paid on 3 August 2007 to shareholders on the register at close of business on

13 July 2007.
2. All shareholders on the Register of Members at 6.00 p.m. on 24 July 2007, and only those shareholders, are entitled to attend and vote. A shareholder entitled to attend and vote

is entitled to appoint a proxy or proxies to attend and, on a poll, to vote instead of him or her. A proxy need not be a shareholder of the Company. On a poll, the number of
shares held by each shareholder at 6.00 p.m. on 24 July 2007 will determine the number of votes that the shareholder may cast.

3. Completion of the enclosed proxy form does not preclude a shareholder from attending the meeting and voting in person. Any instrument appointing a proxy, with the
authority (if any) under which it is signed, must be deposited with the Company’s Registrars, Capita IRG Plc, Bourne House, 34 Beckenham Road, Beckenham, Kent, BR3 4TU, not
later than 48 hours before the time fixed for the meeting, or any adjournment thereof.

4. The following documents will be available for inspection at the registered office during normal business hours on any weekday, excluding public holidays, and at the place of
the Annual General Meeting from 11.00 a.m. until the conclusion of the meeting:
(a) The Service Contracts of the executive directors and the non-executive directors’ letters of engagement.
(b) The Registers of directors’ interests in shares in the Company.
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About Domestic & General
■ We are the leading specialist provider of breakdown protection on domestic appliances

in the UK

■ We operate primarily in the UK non-point of sale market, providing cover beyond the
period of the manufacturer’s guarantee

■ We have strong relationships with manufacturers, retailers, service providers and
financial services companies

■ We offer a full solution to clients through our integrated marketing, risk management,
administration, telephony and mailing operations

■ Our growing International business generates almost all of its revenue from point of sale
schemes with retailers

■ Our insurance business is regulated by the Financial Services Authority (FSA)

Domestic & General

■ Is based in Wimbledon, South West London, with offices in Coventry and Bedworth in
the Midlands, Redhill in Surrey, and call centres in Nottingham, Brighton and Slough

■ Has international operations in Germany, Spain, France and Australia

■ Protects over 6 million appliances for 4.4 million customers

Annually Domestic & General

■ Operates warranty programmes for over 110 companies supporting more than 150 brands

■ Contacts its customers through over 49 million mailings, 6 million telephone
conversations and 500,000 web transactions

■ Arranges over 1.3 million breakdown repairs
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