

















DOMESTIC & GENERAL GROUP HOLDINGS LIMITED
AUDIT REPORT (CONTINUED)

Independent Auditors’ Report (continued)

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 2009 and of its loss for the year then
ended;

n The parent company financial statements give a true and fair view, in accordance with UK
Generally Accepted Accounting Practice, of the state of the parent company's affairs as at 31
March 2009;

- The financial statements have been properly prepared in accordance with the Companies (Jersey)
Law 1991.

KPMG Audit Pic

Chartered Accountants 8 Salisbury Square
Registered Auditor London

London EC4Y 8BB

[l June 2009
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DOMESTIC & GENERAL GROUP HOLDINGS LIMITED
CONSOLIDATED INCOME STATEMENT
FOR THE YEAR TO 31 MARCH 2009

Revenue

Deferred income
movement

Earned income

Claims and repair
costs

Other income
Expenses
Operating
profit/(loss) before
investment return
and finance costs
Investment return
Finance costs

Loss before tax

Income tax credit

Loss for the
year/period

Year to 31 March 2009

Period to 31 March 2008

Before After Before After
significant Significant significant significant Significant significant

items items items items items items

Note £m £m £m £m £m £m
2 389.1 - 389.1 123.9 - 123.9
(87.4) - (87.4) (38.3) - (38.3)
301.7 - 301.7 85.6 - 85.6
(151.7) . (151.7) (48.2) - (48.2)

3 - 1.7 1.7 - - -
3 (119.6) (63.2)  (182.8) (29.8) 21.1) (50.9)
30.4 (61.5) 1N)) 7.6 @l.1) (13.5)
4 9.4 2.1 11.5 4.4 - 4.4
5 (46.9) - (46.9) (17.7) - (17.7)
6 (7.1 (59.4) (66.5) (5.7) @l.1) (26.8)
10 17.2 57
49.3 21.1

The loss for the year is attributable to the equity holders of the Company.

27



DOMESTIC & GENERAL GROUP HOLDINGS LIMITED
CONSOLIDATED STATEMENT OF RECOGNISED INCOME AND EXPENSE
FOR THE YEAR TO 31 MARCH 2009

Year to Period to
31 March 31 March
2009 2008
Note £m £m
Currency translation differences 0.9 0.9
Effective portion of changes in fair value of cash flow hedges —
hedging reserve (7.4) (0.2)
Ineffective portion of changes in fair value of cash flow hedges —
retained earnings (3.6) -
Income and expense recognised directly in equity (10.1) 0.7
Loss for the year/period (49.3) (21.1)
Total recognised income and expense for the
year/period 27 (59.4) (20.4)

The total recognised income and expense for the year is attributable to the equity holders of the Company.
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DOMESTIC & GENERAL GROUP HOLDINGS LIMITED

CONSOLIDATED BALANCE SHEET

AT 31 MARCH 2009

Assets

Property, plant and equipment
Goodwill and intangible assets
Deferred acquisition costs
Investments

Assets held to cover linked liabilities
Reinsurers’ share of technical provisions
Current tax asset

Derivative assets

Trade and other receivables

Cash and cash equivalents

Total assets

Liabilities

Loans and borrowings
Long-term business provision
Deferred tax liabilities
Deferred income

Claims and repair costs provision
Linked liabilities

Provisions

Current tax liability
Derivative liabilities

Trade and other payables
Total liabilities

Shareholders’ equity

Share capital

Other reserves

Retained earnings

Total shareholders’ equity

Total shareholders’ equity and liabilities

Note

12
13
14
16

10
17
19
20

25
23
15
21
22
24

17
26

27

31 March
2009

Em

11.3
441.9
80.3
79.5
0.9
0.3

165.2
144.1
923.5

476.9

67.7
347.5
12.1

11.2
78.0
993.4

10.0
(5.8)
(74.1)

(69.9)

923.5

31 March
2008
Restated
£m

15.2
495.2
27.7
68.3
2.5
0.5
0.2
146.4
145.6
901.6

489.9
1.9
85.9
2529
12.3
2.5
0.2
22
04
63.9
912.1

10.0
0.7
(21.2)
(10.5)

~ 901.6

The accounting policies and notes on pages 3| to 64 form part of these financial statements.

These financial statements were approved by the Board of directors on || June 2009 and were signed

on its behalf by:

AN

J. ). Pearmund
Chief Executive
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DOMESTIC & GENERAL GROUP HOLDINGS LIMITED

CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR TO 31 MARCH 2009

Loss before tax

Adjustments for:
Depreciation of property, plant and equipment
Amortisation of software
Amortisation of acquired intangible assets
Interest expense
Interest income
Significant items

Changes in working capital

(Increase)/decrease in deferred acquisition costs
(Increase)/decrease in reinsurers' share of technical provisions
(Increase)/decrease in trade and other receivables
Increase/(decrease) in deferred income

Increase/(decrease) in claims and repair costs provision
Increase/(decrease) in trade and other payables

Cash flows from operating activities
Interest received from cash and cash equivalents
Interest paid
Income taxes paid

Net cash from operating activities

Cash flows from investing activities
Interest received on investments
Acquisition of property, plant and equipment
Deposits with credit institutions
Cash liquidity funds
Loan portfolio
Acquisition of subsidiaries, net of cash acquired
Net proceeds on disposal of subsidiaries
Net cash used in investing activities

Cash flows from financing activities
Net proceeds from issue of ordinary share capital
Net proceeds from issue of preference shares
Receipt of bank loan
Receipt of Eurobond
Repayment of bank loan

Net cash used in financing activities

Net increase in cash and cash equivalents
Effects of exchange rates
Cash and cash equivalents at the beginning of the
year/period
Cash and cash equivalents at the end of the year/period
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Note

20

Year to Period to
31 March 31 March
2009 2008
£m £m
(66.5) (26.8)
2.7 .1

0.5 0.2
60.0 19.9
46.9 17.7
9.4) (4.4)
(0.6) -
33.6 7.7

(52.2) (27.7)
(0.49) ©.1)
(18.8) 9.9
88.1 43.6

0.2 0.7

5.3 12.3
55.8 26.6

6.5 2.7

(31.4) (9.5)
3.6) (1.5)
27.3 18.3

3.3 2.8
(8.2) (1.0
21.8 85.4

(32.1) 7.6

1.3 0.6

- (465.8)

4.3 -
(9.6) (370.4)

- 10.0

- 51.1

- 436.1

- 50.6

(21.2) (50.0)
(21.2) 497.8
3.5 145.7
2.0 0.1
145.6 -
144.1 145.6




DOMESTIC & GENERAL GROUP HOLDINGS LIMITED
SIGNIFICANT ACCOUNTING POLICIES

Domestic & General Group Holdings Limited is a Company incorporated in Jersey. The consolidated
financial statements of the Company for the year to 3|1 March 2009 comprise the Company and its
subsidiaries (together referred to as the “Group”).

The financial statements were authorised for issue by the directors on || June 2009.

Statement of compliance

The Group financial statements have been prepared and approved by the directors in accordance
with International Financial Reporting Standards as adopted by the EU (“Adopted IFRSs”). The
Company has elected to prepare its parent company financial statements in accordance with UK
GAAP; these are presented on pages 67 to 70.

Amendments to IFRS 7, Reclassification of Financial Assets, issued in October 2008 are effective for
financial years beginning on or after | July 2008 — these amendments have yet to be endorsed by
the EU.

The Group does not apply IFRS 8 Operating Segments (effective for financial periods beginning on
or after | January 2009) as the parent company does not have debt or equity instruments which
are traded in a public market.

Revised IAS | Presentation of Financial Statements issued in September 2007 is effective for
financial years beginning on or after | January 2009. The Standard separates owner and non-owner
changes in equity. Therefore, a statement of changes in equity will be presented which will include
only details of transactions with owners, with all non-owner changes in equity presented as a single
line. In addition, the Standard introduces a statement of comprehensive income: presenting all items
of income and expense recognised in the income statement, together with all other items of
recognised income and expense, either in one single statement or in two linked statements.

There are no other endorsed standards or interpretations that have not yet been adopted by the
Group that are expected to have a material impact on the consolidated financial statements of the

Group.

Basis of preparation

The income statement, statement of recognised income and expense and cash flow statement are
for the year to 31 March 2009, with the comparative period being for the period from 15 August
2007 to 31 March 2008. 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: derivative financial
instruments, financial instruments held at fair value through profit or loss; and land and buildings.

The Company and Group financial statements have been prepared on the going concern basis
which the Directors believe to be appropriate having taken into consideration the points as set out
in the Directors’ Report in the section headed Going Concern.

The preparation of financial statements in accordance with Adopted IFRSs requires management to
make judgments, 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 year. 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 judgments of the carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ from these estimates.
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DOMESTIC & GENERAL GROUP HOLDINGS LIMITED
SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the year to which the estimate is revised if the revision
affects only that year, or in the year of the revision and future years, if the revision affects both
current and future years.

In particular, information about significant areas of estimation uncertainty and critical judgements in
applying accounting policies that have the most significant effect on the amounts recognised in the
financial statements is included in the following notes:

Note | — business combinations

Note |3 — measurement of the recoverable amounts of goodwill contained in cash-generating units
Note |4 — measurement of deferred acquisition costs

Note 2| — measurement of deferred income

Note 22 — claims and repair costs provision

In accordance with IFRS 4 Insurance Contracts, the Group has complied 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 amended 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 the year 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 with the
exception of Domestic & General Group Limited which reports under IFRS. 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 over 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.

Where business combinations are affected between two or more commonly controlled entities,
the Group applies the purchase method, as set out in IFRS 3 Business Combinations, by analogy.
Therefore in the event of a business combination where the acquirer and acquiree are commonly
controlled, all steps of the purchase method would be followed, that is: identifying the acquirer,
measuring the cost of the business combination and allocating the cost of the assets acquired and
liabilities and contingent liabilities assumed.

4. 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 VAT.
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DOMESTIC & GENERAL GROUP HOLDINGS LIMITED
SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Deferred income comprises unearned premiums, deferred income on warranty services plans and
unearned commission. Unearned premiums comprise the amount representing that part of gross
premiums written which it is estimated will 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 year to which the services relate.
Accordingly, invoiced services relating to future years are deferred.

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

5. Acquisition costs

Acquisition costs comprise commission and other expenses incurred on acquiring insurance and
service plan business. Acquisition costs are charged in line with the year in which the related
premium or service plan income is earned.

Deferred acquisition costs represent the proportion of acquisition costs incurred which
correspond to the proportion of gross premiums and service plans written which are unearned at

the balance sheet date.

6. 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.

7. 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.

8. Investment return

Investment return comprises dividends, interest and realised and unrealised gains and losses on
financial instruments 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.
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DOMESTIC & GENERAL GROUP HOLDINGS LIMITED
SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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

(2) 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 initially recognised at
fair value which typically equals the consideration paid. Subsequent to initial recognition deposits
with credit institutions and interest bearing loans are stated at amortised cost using the effective
interest rate method, less any impairment losses.

Derivative financial instruments and hedging

(2) Derivative financial instruments

Derivative financial instruments are recognised at fair value. The gain or loss of re-measurement to
fair value is recognised immediately in the income statement. However, where derivatives qualify
for hedge accounting, recognition of any resultant gain or loss is treated as below.

(b) Cash flow hedges

Where a derivative financial instrument is designated as a hedge of the variability in cash flows of a
recognised asset or liability or a highly probable forecast transaction the effective part of any gain
or loss on the derivative financial instrument is recognised directly in equity in the hedging reserve.
Any ineffective portion of the hedge is recognised immediately in the income statement.

If the hedging instrument no longer meets the criteria for hedge accounting, expires or is sold,
terminated or exercised, then hedge accounting is discontinued prospectively. The cumulative gain
or loss previously recognised in equity remains there until the forecast transaction occurs. When
the hedged item is a non-financial asset, the amount recognised in equity is transferred to the
carrying amount of the asset when it is recognised. In other cases the amount recognised in equity
is transferred to the income statement in the same period that the hedged item affects profit or
loss.

Property, plant and equipment

Items of property, plant and equipment are stated at cost or valuation, less accumulated
depreciation and any recognised impairment loss. Depreciation is recognised in the income
statement on a straight-line basis over the estimated useful economic lives of each item of plant and
equipment.

The estimated useful economic lives are as follows:

Computer equipment 3 — 4 years
Motor vehicles 4 years
Fixtures, fittings and equipment 4 —7 years
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DOMESTIC & GENERAL GROUP HOLDINGS LIMITED
SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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 economic lives and residual values of plant and equipment are reassessed annually.

. 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.

Foreign currencies

(2) Foreign operations

The results of overseas branches and subsidiaries are translated into Sterling at the average rate of
exchange during the year. 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.

(b) Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of Group
entities at exchange rates at the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies at the reporting date are retranslated to the functional currency
at the exchange rate at that date. Non-monetary assets and liabilities denominated in foreign
currencies that are measured at fair value are retranslated to the functional currency at the
exchange rate at the date that the fair value was determined. Foreign currency differences arising
on retranslation are recognised in the income statement.

. Taxation

Taxation on the profit or loss for the year 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 tax rates enacted

or substantively enacted at the balance sheet date, and any adjustment to taxation payable in
previous years.

35



DOMESTIC & GENERAL GROUP HOLDINGS LIMITED
SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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
tax rates enacted or substantively enacted at the balance sheet date.

Deferred tax is not recognised for the following temporary differences: the initial recognition of
assets or liabilities in a transaction that is not a business combination and that affects neither
accounting nor taxable profit and differences relating to investments in subsidiaries to the extent
that it is probable that they will not reverse in the foreseeable future. In addition, deferred tax is
not recognised for taxable temporary differences arising on the initial recognition of goodwill.

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.

. Intangible assets

(2) Goodwill

All business combinations are accounted for by applying the purchase method. Goodwill represents
amounts arising on acquisition of subsidiaries and represents the difference between the cost of
acquisition and the fair value of the net identifiable assets acquired.

Any excess of 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) Intangible assets acquired on a business combination

Business combinations are reviewed to identify any additional assets that meet the definition
prescribed by IAS 38 Intangible Assets. Any value identified in customer and client relationships is
capitalised as an intangible asset. The fair value of customer and client relationships is determined
on the basis of the present value of expected future cash flows. Intangible assets acquired on a
business combination are subsequently stated at fair value less accumulated amortisation and
impairment losses.

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

(d) 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.

(e) 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 4-7 years
Customer relationships 3-7 years
Original equipment manufacturer relationships 15 years
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DOMESTIC & GENERAL GROUP HOLDINGS LIMITED
SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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.

(2) Non-financial assets

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. The recoverable amount is the greater of value in
use and fair value less costs to sell. 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.

(b) Financial assets
A financial asset is considered to be impaired if objective evidence indicates that one or more
events have had a negative effect on the estimated future cash flows of that asset.

Impairment losses in respect of financial assets measured at amortised cost is calculated as the
difference between its carrying amount, and the present value of the estimated future cash flows
discounted at the original effective interest rate. Individually significant financial assets are tested for
impairment on an individual basis. The remaining financial assets are assessed collectively in groups
that share similar credit risk characteristics.

All impairment losses are recognised in the income statement. An impairment loss is reversed if the
reversal can be related objectively to an event occurring after the impairment loss was recognised.

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. Bank overdrafts are only netted off cash
balances where a legal right to offset exits and the Group intends to settle on a net basis.

Loans and borrowings

Loans and borrowings are initially recognised at fair value, net of issue costs. Subsequent to initial
recognition, they are measured at amortised cost, using the effective interest rate method.

Finance costs
Finance costs comprise the interest expense on loans and borrowings which is calculated using the

effective interest rate method, dividends on preference shares classified as liabilities and deferred
financing costs.
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DOMESTIC & GENERAL GROUP HOLDINGS LIMITED
SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

20.

21.

22.

23.

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.

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.

Dividend distribution

Dividend distributions to the Company’s ordinary shareholders are recognised in the Company and
Group’s financial statements in the year in which the dividends are declared and appropriately
approved.

Share-based payments

The grant date fair value of options granted to employees is recognised as an employee expense,
with a corresponding increase in equity, over the year that the employees become unconditionally
entitled to the options. The amount recognised as an expense is adjusted to reflect the actual
number of share options that vest. All share-based payments are equity settled.
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DOMESTIC & GENERAL GROUP HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS

l. Business combinations

On I5 August 2007 funds managed by Advent International Corporation formed a number of
companies to create a new Group of which the Company is the ultimate parent company. One of
the newly formed companies, AIDG Jersey Acquisitions Limited (which subsequently changed its
name to Domestic & General Acquisitions Limited), acquired on the 22 November 2007 100% of
Domestic & General Group plc (which has subsequently changed its name to Domestic & General
Group Limited). This was effected by a Court approved scheme of arrangement. Domestic &
General Group plc subsequently delisted from the London Stock Exchange.

On 14 December 2007 Domestic & General Group Limited sold Domestic & General Services
Limited along with certain other smaller subsidiaries (‘the unregulated businesses’) to Domestic &
General Acquisitions | Limited, another wholly owned, indirect subsidiary of Domestic and
General Group Holdings Limited. Following this transaction, Domestic & General Services Limited
and a number of other unregulated businesses granted security over all its assets and undertakings
in the form of a debenture to the lending banks.

The consideration paid for the acquisition of Domestic & General Group Limited was £541.1m.
The components of this consideration are set out in the table below. The fair value of assets and
liabilities acquired at acquisition were:

Fair value
adjustments and
acquired
Pre acquisition intangibles at Recognised values
carrying amounts acquisition on acquisition
£m £m £m
Property, plant and equipment 15.4 - 154
Intangibles
Goodwill 10.3 (10.3) -
Other 1.0 3313 3323
Deferred acquisition costs 73.7 (73.7) -
Deferred tax assets 1.4 (0.5) 0.9
Reinsurers’ share of technical provisions 0.3 - 0.3
Assets held to cover linked liabilities 2.8 - 2.8
Investments 164.5 (0.3) 164.2
Trade and other receivables 135.8 - 135.8
Cash and cash equivalents 71.9 - 71.9
Total assets 477.1 246.5 723.6
Deferred income 283.0 (73.7) 209.3
Claims and repair costs provision 1.6 - 1.6
Long term business provision 1.8 - 1.8
Other liabilities 3.0 - 3.0
Tax liabilities 39 (0.7) 32
Deferred tax liabilities 0.2 92.8 93.0
Trade and other payables 44.2 - 44.2
Total liabilities 347.7 18.4 366.1
Net assets acquired 129.4 228.1 357.5
Goodwill on acquisition 183.6
Total consideration* - cash 5377
- accrued 34
541.1
Net cash outflow (cash paid less cash acquired) 465.8

* Includes legal fees and transaction costs of £17.2m
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DOMESTIC & GENERAL GROUP HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Other intangible assets of £331.3m arising on acquisition are represented by the Group’s customer
and client relationships and have been valued by an independent third party, using estimated post-
tax cash flows and discount rates. The relationship assets have been assessed as having a life of
between three and fifteen years and their value is being amortised over that period.

Deferred acquisition costs (DAC) totalling £73.7m were not recognised in the fair value balance
sheet as they had no fair value at acquisition. The deferred income has been reduced by the DAC
as the fair value of a deferred income liability excludes any margin for the effort of selling the
warranty contract.

The goodwill recognised on acquisition is attributable to the assembled workforce of the Group,
synergies, and the speed to market that the company can gain from its acquisition of the Domestic
and General Group, as opposed to establishing its own operations in the UK warranty insurance
market.

The loss before tax of Domestic & General Group Holdings Limited for the period |5 August 2007
to 31 March 2008 was £26.8m. Had the consolidated Domestic & General Group Holdings Group
been in existence for the 12 months ending 31 March 2008, the Group’s total revenue would have
been £337.7m and loss before tax would have been £12.7m.

For the year ended 31 March 2009 we have re-assessed the cost of the acquisition and fair value
adjustments booked on acquisition. This has resulted in the following additional fair value
adjustments being booked during the year ended 31 March 2009:

£m
Release of over accrued acquisition fees 0.1
Release of over accrued restructuring costs 0.4
Other 0.2
0.7

The impact of the above is to reduce total consideration paid by £0.Im and reduce goodwill by
£0.7m to £182.9m. Comparatives have been restated accordingly. There have been no business
combinations during the current year.

2. Revenue

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.

*  Warranty revenue is derived from insurance policies and service plans sold for breakdown
protection on household appliances, and administration services.

* Pet healthcare revenue is derived from insurance policies sold for illness and injury
protection for pets.

= Support services revenue relates to the sale of telephony and mailing services.

2009 2008

£m £m

Warranty 377.2 117.2
Support Services 5.5 24
Pet Healthcare 6.4 4.3
389.1 123.9
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3. Significant items — expenses and other income

Significant items include the following:

2009 2008
Expenses £m £m
Amortisation of acquired intangible assets 60.0 19.9
Restructuring costs - 1.2
Devaluation of properties 3.2 -
63.2 21.1
Other income
Profit on disposal of subsidiary (see note | 1) (1.49) -
Other (0.3) -
(1.7 -
4. Investment return
2009 2008
£m £m
Interest income on loans and receivables 0.2 0.1
Interest income on assets designated as fair value through the
profit and loss account 9.2 4.3
9.4 44
Significant items — gain on loan redemption 2.1 -
1.5 44
5. Finance costs
2009 2008
£m £m
Interest payable on loans and borrowing 45.0 16.7
Finance charges — amortisation of deferred financing costs 1.9 1.0
46.9 17.7
6. Loss before tax
2009 2008
£m £m
The following items have been included in arriving at loss before
tax:
Employee costs (note 9) 51.1 14.8
Depreciation on property, plant and equipment 2.7 .1
Amortisation of intangible assets 60.5 20.1
Operating lease rental payments — land and buildings 2.8 0.8
Sublease income (0.8) (0.2)
Repairs and maintenance expenditure on property, plant and
equipment 3.2 0.7
Acquisition costs 14.0 6.4
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7. Services provided by the Group’s auditors and network firms

The following table gives an analysis of the total fees (excluding VAT) in respect of services
provided to the Group by KPMG Audit Plc:

2009 2008

£°000 £000

Audit of the Group’s financial statements 29 24
Audit of the subsidiary financial statements 205 196
Fees for regulatory reporting 34 10
Total audit fees 268 230
Other services relating to taxation 99 102
Corporate finance transactions 33 414
All other services 171 101
571 847

Fees in respect of pension scheme audit 7 7

8. Remuneration of directors

During the year the executive directors received £1,466,000 (2008: £422,000) of salary including
benefits in kind, and pension contributions of £84,000 (2008: £23,000). The highest paid director
received £673,000 (2008: £196,000) in salary including benefits in kind, and pension contributions
of £nil (2008: £nil).

The number of directors accruing retirement benefits during the year was 2 (2008: 2).

The Company paid non-executive directors service fees of £210,000 (2008: £48,000) during the
year.

9. Employee costs

(a) Staff costs for the Group during the year

2009 2008
£m £m
Woages and salaries 45.2 13.0
Social security costs 4.3 1.3
Other pension costs — defined contribution schemes 1.6 0.5
51.1 14.8

These costs are charged within:
Acquisition costs 3.1 1.5
Operating expenses 48.0 13.3
51.1 14.8
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(b) Average monthly number of people (including executive directors)
employed

2009 2008

Number Number

Executive directors 3 3
Sales and marketing 123 I
Underwriting and claims 123 154
Finance and administration 429 396
Call centre and recognised services 1,452 1,491
2,130 2,155

(c) Share-based payment arrangements

All new option grants made up to and including 31 March 2009 were made under the Domestic &
General Group Holdings Limited Share Option Scheme’ (‘the scheme’) to eligible employees to
subscribe for ordinary shares in Domestic & General Group Holdings Limited. The options
granted under the scheme will only vest in the event of an ‘Exit Event’, principally a sale or a listing
of Domestic & General Group Holdings Limited’s entire issued share capital.

The number of share options issued under the scheme is as follows:

2009 2008

Number Number of

of options options
Outstanding at the start of the year/period 29,000 -
Granted during the year/period 6,000 29,000
Leavers during the year/period (3,000) -
Outstanding at the end of the year/period 32,000 29,000

The exercise price for all the share options under this scheme is nil. The options outstanding at 3|
March 2009 have a weighted average remaining contractual life of 6.1 (2008: 7) years.

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

8 January 2009 25 February 2008
Fair value at measurement date 88p 88p
Estimated share price at grant date 100p 91p
Expected volatility 131.40% 131.30%
Expected dividend yield 0.00% 0.00%
Risk free rate 2.400% 5.204%
Expected term 3 years 4 years

The expected volatility is based on research and analysis of comparable listed companies adjusted
to take into account the gearing of the Group.
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10. Taxation

Current tax expense
Current tax on profits for the year/period
Total current tax

Deferred tax credit

Origination/reversal of temporary differences
Tax effect of amortisation of intangible assets
Total deferred tax

Total income tax credit

The tax for the year is higher than the standard rate of corporation tax
in the UK of 28% (2008: 30%)
The differences are explained below:

Loss on ordinary activities before tax

Loss on ordinary activities multiplied by rate of corporation tax in the
UK of 28% (2008: 30%)

Effects of:

Losses not available for use

Interest not deductible for tax purposes
Disposal of subsidiary — substantial shareholding

Other

Total income tax credit

2009 2008
£m £m
(1.2) (0.5)
(1.2) (0.5)
1.6 0.6
16.8 5.6
18.4 6.2
17.2 5.7
66.5 26.8
18.6 8.0
- (1.5)
(2.5) (1.0
0.4 -
0.7 0.2
17.2 5.7

The £0.3m current tax asset in the balance sheet relates to repayments due for tax overpayments

in 2007 and 2008.
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Il. Disposal of subsidiaries

On the 28 July 2008 the Group disposed of Pet Protect Limited, which carried out all of the
Group’s pet healthcare operations. On this date control of Pet Protect Limited passed to the
acquirer. Domestic and General Insurance PLC(DGI), which underwrote the Pet Protect Limited
business, is responsible for running off the policies sold prior to the disposal, and therefore will
continue to earn income and incur claims in run-off. Management do not view Pet Protect Limited
as being a separate major line of business. The results of the disposed operations, which have been
included in the consolidated income statement, were as follows:

Year Period
ended ended 31
31 March March
2009 2008
£m £m
Revenue 6.4 4.6
Earned income 1.5 4.9
Expenses (11.7) (4.6)
Profit before tax (0.2) 0.3
Attributable tax expense -
Profit on disposal of disposed operations 1.4
Attributable tax expense -
Net profit attributable to disposed operations 1.4

As mentioned above DGl is responsible for the run-off of plans sold prior to the date of disposal.
As at 31 March 2009 DGI held a deferred income balance of £1.3m and a claims reserve of £1.5m
on its balance sheet in respect of the business to be run-off.

During the year, Pet Protect Limited contributed £(0.1)m (2008: £0.Im) to the Group’s net
operating cash flows, paid £nil (2008: £nil) in respect of investing activities and paid £nil (2008:
£nil) in respect of financing activities.

A profit of £1.4m arose on the disposal of Pet Protect Limited, being the proceeds of disposal less
the carrying amount of the subsidiary’s net assets and attributable goodwill.

On 31 October 2008, the Group transferred all of the business of Domestic & General Life
Assurance Company Limited to Forester Life Limited under a part VIl transfer in accordance with
the Financial Services and Markets Act 2000. The transfer is not considered material from a
Group disclosure perspective.
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12. Property, plant and equipment

Fixtures,
Land and Computer Motor fittings and
buildings equipment Vehicles equipment Total
£m £m £m £m £m
Cost
At | April 2008 7.6 29 0.4 5.4 16.3
Additions - 1.6 - 0.4 2.0
Disposals - (0.1) (0.2) 0.1 (0.4)
Revaluations (3.2) - - - (3.2)
Balance as at 31 March 2009 4.4 4.4 0.2 5.7 14.7
Accumulated depreciation
At | April 2008 - 0.5 0.1 0.5 1.1
Charge for the period - 1.3 0.1 1.3 2.7
Disposals - (0.1) (0.2) 0.1) (0.4)
Balance as at 31 March 2009 - 1.7 - 1.7 3.4
Carrying amount
at 31 March 2009 4.4 2.7 0.2 4.0 11.3
Fixtures,
Landand Computer Motor fittings and
buildings  equipment Vehicles  equipment Total
£m £m £m £m £m
Cost
Acquired through a business
combination 7.6 2.7 0.3 4.8 15.4
Additions - 0.2 0.1 0.6 0.9
Balance as at 31 March 2008 7.6 2.9 0.4 54 16.3
Accumulated depreciation
Charge for the period - 0.5 0.1 0.5 I.1
Balance as at 31 March 2008 - 0.5 0.1 0.5 .1
Carrying amount
at 31 March 2008 7.6 24 0.3 4.9 15.2

If land and buildings were stated on a historical cost basis, the carrying amount would be £7.6m
(2008: £7.6m).

The Group's freehold properties were valued at 31 March 2009 by Colliers CRE, a firm of
independent Chartered Surveyors. The valuations were undertaken in accordance with the
Valuation standards issued by the Royal Institution of Chartered Surveyors in the United
Kingdom.

Following these valuations the Directors took the decision to reduce the carrying value of land
and buildings by £3.2m. This reduction has been included in the income statement for the year.
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13. Goodwill and intangible assets

Cost

At | April 2008

Additions

Balance as at 31 March 2009

Amortisation and impairment losses
At | April 2008

Amortisation for the year

Balance as at 31 March 2009

Carrying amount at 31 March 2009

Cost

Acquired through a business combination
Additions — acquired separately
Disposals

Fair value adjustments*

Balance as at 3| March 2008

Amortisation and impairment losses
Amortisation for the period
Disposals

Balance as at 3| March 2008

Carrying amount at 31 March 2008

* See note | for further details of fair value adjustments.

Acquired
Goodwill Intangibles Software  Total
£m £m £m £m

182.9 331.3 1.0 515.2
- - 7.2 7.2
182.9 331.3 8.2 5224
- 19.9 0.1 20.0
- 60.0 0.5 60.5
- 79.9 0.6 80.5
182.9 251.4 7.6 441.9

Goodwill Acquired Software Total
(Restated) Intangibles (Restated)

£m £m £m £m

183.6 331.3 1.0 515.9
- - 0.1 0.1
- - 0.1 0.1
(0.7) - - (0.7
182.9 331.3 1.0 515.2
- 19.9 0.2 20.1
- - 0.1 0.1
- 19.9 0.1 20.0
182.9 3114 0.9 495.2

All amortisation charges in the year have been charged through operating expenses.

The goodwill acquired through a business combination is as a result of the acquisition described in

note |.

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) for the

purpose of impairment testing. We have re-visited the allocation of goodwill to CGUs in the
current year to factor in the relative growth potential in the International business. This has been
based on the net present value of future cashflows of each CGU.
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Goodwill has been allocated to CGUs as set out in the table below:

2009 2008

£m £m

(restated)

UK and Ireland warranty division 107.7 158.8
International division 75.2 24.1
182.9 182.9

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 business plans over a 3-5 year
period. The projected cash flows are discounted using a pre-tax discount rate of | 1% (2008: |1%)
that reflects current market assessments of the time value of money and the risks specific in the
CGUs. The outcome of the impairment assessment is that goodwill in respect of the UK and
Ireland warranty division and the International division is not impaired, and that the value in use is
significantly higher than the carrying value of goodwill. A reasonably possible change in a key
assumption will not cause the carrying value of the CGUs to exceed their recoverable amount.

14. Deferred acquisition costs

2009 2008
£m £m
At the start of the year/period 27.7 -
Arising in the year/period 81.7 339
Amortisation for the year/period (29.5) (6.4)
Foreign exchange 0.4 0.2
At the end of the year/period 80.3 27.7
Split between:
Amounts expected to be settled in 12 months 43.1 14.9
Amounts expected to be settled after 12 months 37.2 12.8
80.3 27.7

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.
Management makes estimates of the proportion of acquisition costs which are deferred.

During the year, management reviewed and standardised the postage and printing cost pool from
which the non-client deferred acquisition cost is calculated to ensure consistency across the
Group. The year end non-client deferred acquisition cost represents £8.5m out of a total deferred
acquisition cost balance of £80.3m. The effect of this change was to increase deferred acquisition
costs by £2.0m.
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I15. Deferred tax assets and liabilities

Recognised deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following:

Assets Liabilities Net Assets  Liabilities Net
2009 2009 2009 2008 2008 2008
£m £m £m £m £m £m
Intangible assets - (70.4) (70.4) - (87.2) (87.2)
Capital allowances 0.5 (0.1) 0.4 0.7 ©.1) 0.6
Revenue adjustments - - - 0.2 - 0.2
Interest not deductible for tax 1.5 i 1.5 05 05
purposes : - .
Other temporary differences 0.8 - 0.8 - - -
Deferred tax assets /(liabilities) 2.8 (70.5) (67.7) 1.4 (87.3) (85.9)
Movement in temporary differences during the year
Balance
Balance Recognised in  Disposal of 31 March
I April 2008 income subsidiary 2009
£m £m £m £m
Intangible assets (87.2) 16.8 - (70.49)
Capital allowances 0.6 (0.2) - 0.4
Revenue adjustments 0.2 - (0.2) -
Interest not deductible for tax purposes 0.5 1.0 - 1.5
Other temporary differences - 0.8 - 0.8
(85.9) 18.4 (0.2) (67.7)
There is an unrecognised deferred tax asset of £nil (2008: £1.0m).
Deferred tax has been calculated at the UK corporation tax rate of 28% (2008: 28%).
16. Investments
Fair Fair
value value
through through  Loans and
profit Loans and profit  receivable
or loss receivables Total or loss s Total
2009 2009 2009 2008 2008 2008
£m £m £m £m £m £m
Cash liquidity funds 64.1 - 64.1 28.8 - 28.8
Debt securities and
other fixed income
securities - - - 1.3 - 1.3
Loan portfolio - 1.5 1.5 - 2.8 2.8
Deposits with credit
institutions - 13.9 13.9 - 354 354
64.1 15.4 79.5 30.1 38.2 68.3

The current amount of financial assets is £78.4m (2008: £66.3m) and the non-current amount is
£1.1m (2008: £2.0m).
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The Group’s maximum exposure to credit risk for loans and receivables and other assets
designated as fair value through profit or loss at the reporting date was equal to the carrying value
of the asset.

The carrying value of loans and receivables closely approximates fair value.

The fair value of unquoted investments is based on a discounted cash flow calculation using
market rates of interest at the reporting date.

17. Derivative financial instruments and hedge accounting
() Derivative financial instruments

The Group holds a number of derivative financial instruments. These are held for the purpose of
managing the Group’s exposure to adverse movements in interest rates.

The carrying value of the Group’s derivative financial instruments is:

Derivative Derivative Derivative Derivative

asset liability asset liability

2009 2009 2008 2008

£m £m £m £m

Interest rate swaps - (11.2) 0.2 (0.4)

The fair value of the derivative financial instruments is based on market quotations.

(b) Hedge accounting

The Group has elected to apply hedge accounting for the non-cancellable derivative instruments
entered into for the purpose of managing the Group’s exposure to interest rate movements on its

debt.

The Group has entered into the following cash flow hedge arrangements:

Underlying
financial Derivative Derivative Derivative Derivative
instrument asset asset liability liability
Type of Notional Term Maturity being 2009 2008 2009 2008
instrument  £m (years) date hedged £m £m £m £m
Floating for
fixed £50m
interest mezzanine
rate swap 50 3 4/01/2011  borrowings - - (3.49) (0.4)
Floating for
fixed £30m of the
interest senior debt
rate swap 30 3 4/01/2011  borrowings - 0.2 (1.7) -
Floating for
fixed £30m of the
interest senior debt
rate swap 30 3 4/01/2011  borrowings - - (1.9) -
Floating for
fixed £25m of the
interest senior debt
rate swap 25 3 4/07/2011  borrowings - - (1.8) -
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Underlying  Derivative Derivative Derivative Derivative
financial asset asset liability liability

Type of Notional Term Maturity instrument 2009 2008 2009 2008

instrument £m (years) date being £m £m £m £m
hedged

Floating for £25m of

fixed the senior

interest rate debt

swap 25 3 4/7/2011  borrowings - - (1.7) -
£110m of

Basis swap 110 4/10/2010  the senior - - (0.7) -

debt
borrowings

Each of the above hedges is intended to minimise the Group’s exposure to adverse fluctuations in
interest rates. The Group’s loans and borrowings, as set out in note |, are variable rate

borrowings. The interest rate swaps interest gets fixed on a quarterly basis.

The following table sets out movements in the Group’s cash-flow hedge reserve:

2009 2008
£m £m
Cash flow hedge reserve at start of the year/period (0.2) -
Amount recognised in equity during the year/period (11.0) 0.2)
Amount removed from equity during the year/period and 3.6
recognised in the income statement )
Cash-flow hedge reserve at end of the year/period (7.6) (0.2)
18. Categories of financial instruments
Fair value
through profit
or loss - Designated
Designated on and effective  Financial liabilities
initial Loans and hedging held at amortised
recognition receivables instruments cost Total
2009 2008 2009 2008 2009 2008 2009 2008 2009 2008
£m £m £m £m £m £m £m £m £m £m
Restated Restated
Investments 64.1 30.1 15.4 382 - - - - 79.5 68.3
Derivative assets - - - - - 0.2 - - - 0.2
Assets held to cover
linked liabilities - 2.5 - - - - - - - 2.5
Trade and other
receivables - - 165.2 146.4 - - - - 165.2 146.4
Cash and cash
equivalents - - 1441 145.6 - - - - 144.1 145.6
Linked liabilities - - - - - - - (2.5) - (2.5)
Loans and borrowings - - - - - - (476.9) (489.9) (476.9)  (489.9)
Derivative liabilities - - - - (11.2) (0.4) - - (11.2) 0.4)
Trade and other
payables - - - - - - (78.0)  (639) (78.0)  (63.9)
64.1 326 3248 3302 (11.2)  (02) (554.9) (5563) (177.3)  (193.7)
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19. Trade and other receivables

2009 2008
£m £m
Trade receivables - warranty operations 161.9 132.5
Trade receivables - other 23 9.0
Prepayments and accrued income 1.0 4.9
165.2 146.4
All trade and other receivables are current.
20. Cash and cash equivalents
2009 2008
£m £m
Bank and cash balances 2.6 3.1
Call deposits 131.9 137.2
Short term bank deposits 11.2 6.1
Bank overdrafts (1.6) (0.8)
144.1 145.6
21. Deferred income
2009 2008
£m £m
Balance at the start of the year/period 252.9 -
Acquired through a business combination - 209.3
Amounts deferred during the year/period 377.6 119.7
Amounts earned during the year/period (290.2) (81.4)
Foreign exchange 7.2 53
Balance at the end of the year/period 347.5 2529
Split between:
Amounts expected to be in settled in 12 months 186.6 135.8
Amounts expected to be in settled after 12 months 160.9 117.1
347.5 2529

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

For contracts in excess of one year, the time apportionment basis is suitably modified so that the
earnings pattern matches the risk profile. Management estimates the earnings patterns and risk
profiles that are used for contracts in excess of one year.

During the year, management reviewed the risk earning profiles used across the Group to more
closely match the risk profiles for all the respective products, and to ensure that all the elements
within the subject premium are earned on a consistent risk basis. The effect of these changes has
been to increase the deferred income balance by £2.7m.
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22. Claims and repair costs provision

2009 2008
£m £m
Balance at the start of the year/period 12.3 -
Acquired through a business combination - 1.6
Amounts incurred in the year/period 151.7 48.2
Amounts paid (152.7) (47.8)
Foreign exchange 0.8 0.3
Balance at the end of the year/period 12.1 12.3

Assumptions and sensitivities for the warranty and pet 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
are:

e Detailed review of claim incident data

e The use of historical data to estimate the paid and incurred to date proportions of the
ultimate claim cost

e Expected claims ratio compared to actual performance

e 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, insofar 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 outturn.

(b) Change in assumptions and sensitivity analysis

The Group’s activities are high volume, low unit cost businesses. 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.
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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 March 2009 of £1.2m (2008: £1.2m) which represents 0.8% (2008: 0.9%) of the total
claims and repair costs for the year ended March 2009, and is 3.9% (2008: 5.2%) of profit before
investment return and finance costs, significant items and tax for the year ended March 2009.

23. Long-term business provision

2009 2008
£m £m
Balance at the start of the year/period 1.9 -
Acquired through a business combination - 1.8
Movement in provision - 0.1
Transfer of business (1.9) -
Balance at the end of the year/period - 1.9

On 31 October 2008 the Group transferred all of the business of Domestic & General Life
Assurance Company Limited to Forester Life Limited under a Part VII transfer in accordance with
the Financial Services and Markets Act 2000.

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

2009 2008
(a) Rates of interest
Assurances
Without profit - 3.75%
Annuities
Without profit — deferred - 3.75%
Without profit — in payment - 3.75%
(b) Mortality tables
Assurances and deferred annuities 125% and 170% AM/AFC 00 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.

24. Linked liabilities

2009 2008
£m £m
Balance at the start of the year/period 25 -
Acquired through a business combination - 2.8
Movement in provision - (0.3)
Transfer of business (see note 23) (2.5) -
Balance at the end of the year/period - 2.5
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25. Loans and borrowings

The Group’s interest-bearing loans and borrowings, which are measured at amortised cost, are
the following:

2009 2008

£m £m

Senior bank debt 271.0 294.0
Second lien bank debt 50.0 50.0
Mezzanine bank debt 53.9 50.8
Unsecured subordinated A loan notes (‘Eurobond’) 50.6 50.6
Redeemable preference shares 51.1 51.1
Dividends on redeemable preference shares 7.2 1.7

Financing costs (6.9 (8.3)
476.9 489.9

For more information about the Group’s exposure to interest rate risk, see note 32.

Terms and debt repayment schedule

Nominal  Year of Carrying

interest rate  maturity Face value amount

£m £m

Senior bank debt LIBOR + 3.25% 2015 271.0 271.0
Second lien bank debt LIBOR + 5.5% 2017 50.0 50.0
Mezzanine bank debt LIBOR + 10.0% 2017 50.8 50.8
Unsecured subordinated A loan notes 10.0% 2018 50.6 50.6
Redeemable preference shares 10.0% 2018 51.1 51.1
Dividends on redeemable preference 10.0% 2018 72 72

shares

The entire balance of loans and borrowings is considered to be non-current, on the basis that
repayment is not required until periods greater than 12 months from the balance sheet date. The
principal component of the group’s loans and borrowings is repayable entirely on maturity date.

The Senior and Mezzanine debt carry interest cover, leverage and capital expenditure covenants
which the Group must adhere to. Part of the interest payable on the Mezzanine bank debt is
payable as payment in kind (PIK) interest. Certain Unregulated Businesses have pledged collateral
as security in respect of the bank debt facilities in the form of a general charge over their assets.

The Group issued the unsecured, subordinated loan notes in December 2007 and they were listed
on 4 February 2008. The notes are listed on the Channel Islands Exchange but are held by AIDG
Cayman Limited, the ultimate controlling party of the Group. The Group may pay interest due on
the loan notes by issuing PIK notes to the noteholders.

Preference shares

The holders of preference shares are entitled to receive, in priority to the holders of any other
class of share, a fixed cumulative preferential dividend at a rate of 10% per annum of the issue
price and accrued preference dividends. The articles of the Company provide that the preference
dividend is to be accrued, but not paid. Preference shareholders do not carry the right to vote at
meetings of the Company.
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26. Trade and other payables

2009 2008
£m
£m Restated
Trade payables 55.7 46.7
Accrued expenses 223 17.5
Amount owed to parent company - 0.4
Fair value adjustments * - (0.7)
Trade and other payables 78.0 63.9
All trade and other payables are current.
* See Note | for further details of fair value adjustments
27. Shareholders’ equity
Ordinary Total
Share Hedging  Other Retained shareholders’
capital reserve reserve earnings equity
£m £m £m £m £m
Balance at | April 2008 10.0 (0.2) 0.9 (21.2) (10.5)
Issue of share capital - - - - -
Total recognised income
and expense for the period - (7.4) 0.9 (49.3) (55.8)
Change in fair value of
cashflow hedges - - 3.6) (3.6)
Balance at 31 March 2009 10.0 (7.6) 1.8 (74.1) (69.9)
Ordinary Total
Share Hedging Other Retained shareholders’
capital reserve reserve earning equity
£m £m £m £m £m
Issue of share capital 10.0 - - - 10.0
Total recognised income and
expense for the period - 0.2) 0.9 21.1) (20.4)
Purchase of own shares - - - 0. 0.1
Balance at 31 March 2008 10.0 (0.2) 0.9 (21.2) (10.5)
Called up share capital
Allotted, called up and fully paid 2009 2008
Number £m Number £m
Ordinary shares of 100p each
At start of year/period 10,000,000 10.0 - -
Issued on incorporation - - 2 -
Issued during the year/period - - 9,949,998 9.9
Issued under employee share schemes - - 50,000 0.1
At end of year/period 10,000,000 10.0 10,000,000 10.0
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The Company is a no par value company. There is no limit on the number of shares of any class
which the Company is authorised to issue.

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.

The table below sets out analysis of the share capital of the Company:

Number of allotted, issued and

fully paid shares 2009 2008

Class of share 2009 2008 Em £m
A ordinary shares 9,220,000 9,240,000 9.2 9.2
B ordinary shares 780,000 760,000 0.8 0.8
10,000,000 10,000,000 10.0 10.0

During the period there were transfers of shares between A and B ordinary shares.
Hedging reserve

The hedging reserve comprises the effective portion of the cumulative net change in the fair value
of cash flow hedging instruments related to hedged transactions that have not yet occurred.

Other reserve

The other reserve relates to foreign exchange differences on consolidation of foreign subsidiaries
and branches.

Retained earnings

Included in retained earnings is the following item:

The Domestic & General Group Holdings Limited Share Option Scheme holds 50,000 shares of
Domestic & General Group Holdings Limited purchased for a total consideration of £50,000. It is
intended that the shares will be used to satisfy part of the Group’s share awards obligations. The
trustees of the Trust have agreed to waive all dividends payable on shares held in the Trust.

28. Commitments

(a) Operating lease commitments

Non-cancellable operating lease rentals on properties are payable as follows:

2009 2008

£m £m

Within one year 1.9 1.9
Between one and five years 7.9 7.8
More than five years 10.7 124
20.5 22.1

On |7 February 2006, one of the Group’s subsidiaries entered into a |5 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 £20.4m 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.
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During the year ended 31 March 2009, £2.8m (2008: £0.8m) was recognised as an expense in the
income statement in respect of operating leases. £0.8m (2008: £0.2m) was recognised as income
in the income statement in respect of subleases.

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

2009 2008

£m £m

Within one year 0.5 0.4
Between one and five years 1.1 1.1
More than five years 0.2 04
1.8 1.9

(b) Capital commitments

At 31 March 2009 the Group had capital commitments contracted for, but not provided, in the
accounts of £7.5m (2008: £nil).

29. Subsidiary companies

Country of

incorporation Nature of business
Principal subsidiaries:
Domestic & General Finance | Limited * Jersey Holding company
Domestic & General Finance 2 Limited Jersey Holding company
Domestic & General Acquisitions Holdings Limited Jersey Holding company
Domestic & General Acquisitions Limited Jersey Holding company
Domestic & General Acquisitions | Limited England and Wales  Holding company
Domestic & General Group Limited England and Wales  Holding company
Domestic & General Insurance PLC England and Wales  Underwriting general

insurance

Domestic & General Services Limited England and Wales  Warranty service plans
Inkfish Call Centres Limited England and Wales  Telemarketing services
Inkfish Financial Services Limited England and Wales  Telemarketing services
Inkfish Services limited England and Wales  Mailing services
Domestic & General Services (Pty) Ltd Australia Warranty service plans
Servizi Domestic & General Italia S.r.l. Italy Warranty service plans
Other subsidiaries:
DG Insurance Services Limited England and Wales  Insurance broker
Copleys Limited England and Wales  Personal finance

* Directly owned subsidiaries of the Company.

The Company owns 100% of the issued share capital of its directly owned subsidiaries. There are no
minority interests within the Group.

All subsidiaries are included in the Group consolidation. In order to avoid a statement of
excessive length, particulars of dormant companies are not given.

The Company has given guarantees to certain subsidiaries for at least |12 months from the date of
approval of their financial statements.
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30. Related parties
(a) Ultimate controlling party

The ultimate controlling party of the Group is AIDG Cayman Limited, an entity whose
shareholders are Funds managed by Advent International Corporation.

(b) Transactions with key management personnel

Key management personnel consist of all Domestic & General Group and subsidiary directors, and
direct reports to the executive directors.

2009 2008

£m £m

Wages and salaries and other social security costs 4.0 0.9
Other pension costs — defined contribution schemes 0.3 0.1
Total key management personnel compensation 4.3 1.0

Details of the share scheme operated by the Group, in which certain key management personnel
participate, are given in note 9.

Some key management personnel do hold warranties on domestic appliances that are covered by
the Group. These transactions are completed on terms that are the same as those available to
staff.

A number of key management personnel subscribed for shares in the Group as part of the
financing of the acquisition of Domestic & General Group plc (as set out in note |). 825,775
ordinary shares and 179,408 preference shares were subscribed for at a price of £1 per share
which was deemed to be no less than the unrestricted open market value of the shares. Key
management personnel of the Domestic & General Group control 8.46 percent (2008: 8.25
percent) of the issued ordinary share capital and 0.35 percent (2008: 0.35 percent) of the
preference shares of the Company.

(c) Transactions with the controlling party

At the year end the Group had the following balances outstanding with the controlling party;
£50.6m (2008: £50.6m) in quoted Eurobonds, £nil (2008: £0.4m) of intercompany balances and
£58.3m (2008: £52.8m) in preference shares.

31. Risk management of warranty liabilities
Warranty and pet contract liabilities

The Group provides extended warranties on domestic appliances through two companies;
Domestic & General Insurance PLC, which is an insurance company, and Domestic & General
Services Limited, which is a warranty service plan company but which accounts for its warranty
contracts as if they were insurance contracts. Additionally the Group is running off a book of pet
healthcare insurance. IFRS 4: Insurance Contracts applies a definition of insurance that results in
all extended warranty insurance contracts and service plans being accounted for as insurance
contracts.
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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; and monitoring of 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 portfolio combines 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
prompt 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 built up from several parts, including claims and
repair costs, administrative costs, acquisition costs, tax and profit margin. 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.

(2) 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, 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 reserve is an aggregation of unprocessed reported claims, either in
process, known to be outstanding, or 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 run-off of the disposed Pets 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 £2.0m. This risk has the potential to incur a small number of large
claims and is 100% reinsured to an A’ rated third party.

(b) 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
on-going 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.
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32. Financial risk management

The Group is exposed to financial risk through its financial assets and financial liabilities, and to a
limited extent its insurance contracts. Risks include interest rate 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.

(2) Interest rate risk

The Group’s greatest risk to changes in interest rates arises from its investment portfolio and
borrowings.

Interest rate risk within the investment portfolio and external borrowings is managed actively by
the Group’s Treasury function. The majority of the Group’s investments are held in cash deposits
and cash liquidity funds and where practical are matched to the maturity dates of the borrowings.
In addition the group has entered into a series of interest rate swaps to hedge the interest rate
exposure on part of the borrowings not hedged by matching investments.

The Group has a small personal loans business that is in the process of running down the loans
book as we consider it no longer makes an adequate return for our investment portfolio.

A 1.0% increase in interest rates would have a £0.Im negative impact on profit or loss before tax
(2008: £0.9m negative), whilst a 0.25% decrease in interest rates would have a £0.02m positive
impact on profit or loss before tax (2008: £0.2m positive) of the Group. The above analyses
assume that all other variables remain constant.

The impact on equity would include the change in value.
(b) Credit risk

The greatest credit risks to the Group are in relation to deposits with credit institutions, cash
liquidity funds, the loan portfolio, 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 counterparties.

Deposits can only be placed with banks or building societies having ratings for their long-term
unsecured and non credit-enhanced debt obligations of A- or higher by Standard & Poor’s Rating
Services or A3 or higher by Moody’s Investor Services Limited. Counterparty exposure is subject
to constant review.

Internationally we have a number of contracts with major clients, with exposure on the monies
owed to us at any one time. However, we closely monitor outstanding debt and are in constant
dialogue with the clients and are therefore in a position to act swiftly to mitigate any loss in the
event of a major client running into financial difficulties.

Personal loans in the loan portfolio 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.
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Credit ratings of significant classes of financial assets

2009 2009 2009 2008 2008 2008
A Not Total A Not Total
rated rated rated rated
£m Em £m £m £m £m

Cash and cash equivalents 144.1 - 144.1 145.6 - 145.6
Cash liquidity funds 64.1 - 64.1 28.8 - 28.8
Debt securities and other - - - 1.3 - 1.3
fixed income securities
Deposits with credit 13.9 - 13.9 354 - 354
institutions
Loan portfolio - 1.5 1.5 - 28 28
Trade and other receivables - 165.2 165.2 - 146.4 146.4

222.1 166.7 388.8 211.1 149.2 360.3

Assets held to cover linked liabilities are not included in the above analysis as the credit risk on
these assets is borne by the policyholder-.

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

The Group also has exposure to credit risk on reinsurance assets. It is the Group’s policy only to
place reinsurance with A rated reinsurance counterparties.

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

Past due but not impaired financial assets

The table below sets out an analysis of the Group’s assets, showing those which are past due, or
impaired. Categories of financial assets for which there are neither past due or impaired balances
have not been included below.

At 31 March 2009
Past due but not impaired (days)

0- 30 - 60 - Greater Carrying
Not past due 30 60 90 than 90 Impaired amount
£m £m £m £m £m £m £m
Loan portfolio 1.5 - - - 1.7 (1.7) 1.5
Trade and other
receivables 160.3 3.3 1.9 0.2 0.1 (0.6) 165.2
161.8 3.3 1.9 0.2 1.8 (2.3) 166.7
At 31 March 2008
Past due but not impaired (days)
0- 30 - 60 - Greater Carrying
Not past due 30 60 90 than 90 Impaired amount
£m £m £m £m £m £m £m
Loan portfolio 28 - - - 1.9 (1.9 2.8
Trade and other
receivables 145.3 0.5 0.2 0.3 0.1 - 146.4
148.1 0.5 0.2 0.3 2.0 (1.9) 149.2

The Group considers notified disputes and collection experience in determining which assets
should be impaired.

62



DOMESTIC & GENERAL GROUP HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

(c) 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, staff costs and interest payments on the loans and borrowings. The profile of claims and
repair cost payments, staff costs and interest payments are highly predictable. The Group
maintains cash and liquid deposits to meet demands on a daily basis.

Contractual maturity analysis:

The table below summarises the maturity profile of the Group’s financial liabilities (excluding
interest payments) based on remaining undiscounted contractual obligations, except for
insurance liabilities, where the maturity profile is an analysis by estimated timing of the amounts
recognised in the balance sheet.

At 31 March 2009

0-90 90 1-3 3-5 Total
days days - years years >5
| year years
£m £m £m £m £m £m
Financial liabilities
Derivative liabilities - 0.7 10.5 - - 11.2
Loans and borrowings - - - - 483.8 483.8
Trade and other 74.8 3.2 i i i 78.0
payables
Insurance liabilities
Claims and repairs 11.0 1.1 : - - 12.1
provision
85.8 5.0 10.5 - 483.8 585.1

At 31 March 2008

0-90 90 -3 3-5 Total
days days years years
-1 >5
year years
(restated) (restated)
£m £m £m £m £m £m
Financial liabilities
Linked liabilities 2.5 - - - - 2.5
Derivative liabilities - - 0.4 - - 04
Loans and borrowings - - - - 498.2 498.2
Trade and other payables 63.9 i i i i 63.9
(restated)
Insurance liabilities
Clalr’ps' and repairs 123 i - - - 123
provision
Long. term business 19 i - - - 19
provision
80.6 - 0.4 - 498.2 579.2
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(d) Foreign exchange risk

Foreign exchange risk arises when financial and insurance assets and liabilities are denominated in
a currency other than the respective functional currencies of the Group entities. Most
transactions are undertaken in functional currency, and asset and liability matching within the
Group is such that foreign exchange risk is not material.

The majority of Group business is based in the UK; however, a proportion of Group operations
are in Europe and Australia. This results in potential exposure to Euro and Australian dollar
foreign exchange translation risk. This risk is also managed through asset and liability matching.

The directors believe exposure to foreign exchange is not currently significant.
33. Capital management

The Board’s primary objective in respect of capital management is to ensure the group maintains
sufficient capital to meet all obligations as they fall due, including meeting the regulatory
requirements of the Regulated Business and to finance growth. This includes ensuring that a
sufficient margin is maintained over and above the covenants linked to the Group’s debt financing.

The total amount of debt and equity capital of the Group is £306.1m (2008: £435.4m) comprising
shareholders’ equity of £(69.9)m (2008: £(10.5)m), mezzanine debt of £53.9m (2008: £50.8m),
senior debt of £271.0m (2008: £344.0m) and preference shares of £51.1m (2008: £51.1m).

The Group’s insurance operations, being Domestic & General Insurance Limited (DGI), are
regulated by the UK Financial Services Authority (FSA). The Board regularly reviews the capital
position of its regulated insurance companies. The level of capital required is determined using
the Individual Capital Assessment (ICA) process. This process involves undertaking a
comprehensive assessment of the risks faced in the business and then quantifying the amount and
composition of capital the Group needs to hold in its insurance companies to mitigate these risks
to an agreed level of confidence of survival. DGI has a branch in Australia which is regulated by
the Australian Prudential Regulation Authority (APRA) and required to hold capital to cover its
Australian liabilities.

As part of the ICA process the insurance companies identify major sources of risk and where it is
appropriate to hold capital against these risks, to quantify this amount of capital. The amount of
capital is calculated using stochastic modelling techniques, where distributions of possible
outcomes are specified, giving the relative probability of occurrence of certain events.

The Group has embedded its capital management processes into its normal planning, reporting

and decision making activities. The Group fully complied with the externally imposed capital
requirements during the year.
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(a) Reconciliation of statutory financial data to proforma financial data

| 2009 | 2008
Statutory Reversal of Proforma Statutory Pre- Reversal of Proforma
fair value acquisition fair value
adjustment Group adjustment
12 months 12 months 4 months 8 months 12 months
£m £m £m £m £m £m £m

Income Statement
Revenue 389.1 - 389.1 123.9 2138 - 3377
Deferred
income (87.4) 27.6 (59.8) (38.3) (17.5) 21.2 (34.6)
movement
Earned income 301.7 27.6 329.3 85.6 196.3 21.2 303.1
Claims and (151.7) - (151.7) (482) (84.6) - (132.8)
repair costs : : ) ' ’
Expenses (119.6) (27.6) (147.2) (29.8) (96.0) (21.2) (147.0)
Operating 30.4 - 30.4 7.6 5.7 - 233
profit

Woarranty — Operating profit margin

Earned income 284.7 27.6 3123 148.8 109.5 212 279.5
Operating 30.7 - 30.7 7.0 17.6 - 24.6
profit

Operating

profit 10.8% - 9.8% 4.7% 16.1% . 8.8%
margin

(b) Glossary of terms

Acquisition costs
Commission and other expenses incurred on acquiring warranty protection plan business

Cross-Sale
The sale of an additional warranty protection plan to an existing customer, providing protection
for an additional appliance

Deferred Acquisition Costs
The proportion of acquisition costs incurred and deferred onto the balance sheet which
correspond to the proportion of gross revenue which is unearned at the balance sheet date

Earned income
The amount of revenue that earns in the period either from revenue previously written and
initially deferred or current year revenue that earns in the current period

EBITDA
Earnings, including interest income, before interest expense, tax, depreciation, amortisation and
significant items
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IBNR
Claims ‘Incurred but Not Reported’

IAS
International Accounting Standards

IFRS
International Financial Reporting Standards

Non-Warranty Revenue
Revenue arising from ancillary services provided to third parties

OEM
Original Equipment Manufacturer

OFT
Office of Fair Trading

Operating Profit Ratio
The ratio of operating profit to earned income

Post Point-of-Sale
A warranty protection plan sold after the appliance has been purchased

Retail Point-of-Sale
A retailer warranty protection plan sold at the same time as the appliance

Turnaround Retention Program
Retention activity to keep a customer if they call to cancel either midterm or at renewal

Deferred Income
The element of gross revenues which it is estimated will be earned in the following or subsequent
financial years.

Up-Sell
Sale of warranty protection plans on products marketed to e.g. converting a registration of a
manufacturers warranty to purchase of a plan

Warranty Revenue
Revenue arising from the sale of warranty protection plans

Win-Back Retention Program

Retention activity making an offer to a customer after they have cancelled or lapsed their
warranty protection plan
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The loss for the year was £1.8m (period from 15 August 2007 to 3| March 2008: £0.6m). There
were no other recognised gains or losses for the year.

PARENT COMPANY BALANCE SHEET
AT 31 MARCH 2009

2009 2008
Note £m £m
Fixed assets
Investment in subsidiaries D 10.0 10.0
Current assets
Amounts due from group undertakings 57.8 523
Cash at bank and in hand 0.4 0.8
58.2 53.1
Creditors: amount falling due within one year
Amounts owed to group undertakings (0.9) (0.4)
Current tax liability (1.4) (0.5)
Accruals (0.1) 0.1)
(2.49) (1.0)
Net current assets 55.8 52.1
Creditors: amount falling due after more than one year
Interest bearing borrowings G (58.3) (52.8)
Net assets 7.5 9.3
Capital and reserves
Called up share capital 27 10.0 10.0
Retained earnings (2.5) (0.7)
Total shareholders’ equity E 7.5 9.3

These financial statements were approved by the Board of directors on || June 2009 and were
signed on its behalf by:

J. ). Pearmund P. A. Lee
Chief Executive Group Finance Director
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Parent company accounting policies

The following accounting policies have been applied consistently in dealing with items which are
considered material in relation to the financial statements, except as noted below.

Basis of preparation
The financial statements have been prepared in accordance with accounting standards generally applicable
in the United Kingdom (UK GAAP), and under the historical cost accounting rules as modified for the

revaluation of derivative instruments.

Under FRS | the Company is exempt from the requirement to prepare a cash flow statement on the
grounds that this is provided in its consolidated financial statements.

FRS 29 Financial Instruments: Disclosures was effective from | January 2007. The Company is exempt
from the standard as the disclosures are contained within the notes to the Group consolidated financial
statements.

Taxation

The charge for taxation is based on the profit or loss for the year and takes into account taxation
deferred because of timing differences between the treatments of certain items for taxation and
accounting purposes.

Deferred tax is recognised, without discounting, in respect of all timing differences, between the
treatment of certain items for taxation and accounting purposes which have arisen but not reversed by
the balance sheet date, except as otherwise required by FRSI19.

Investments in subsidiaries

Investments in subsidiary undertakings are stated at cost less any provision arising from impairment.
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.
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A Employees
The Company does not have any employees. All executive directors are employed by, and receive
their emoluments from, another Group undertaking. The executive directors holding office during the
year consider that their services to the Company are incidental to their other duties within the
Domestic & General Group and accordingly no remuneration or other benefits have been
apportioned to this company. Full details of their remuneration can be found in note 9 to the Group’s
consolidated financial statements.

B Auditor’s remuneration
Details of the auditor’s remuneration can be found in note 7 to the Group’s consolidated financial

statements.

C Income tax

2009 2008
£m £m
Analysis of charge in the year/period:
Current tax
UK corporation tax 1.4 0.5

The current tax charge for the year is higher than the standard rate of corporation tax in the UK of
28% (2008: 30%). The differences are explained below.

2009 2008
£m £m
Current tax reconciliation:
Loss on ordinary activities before taxation (0.9 0.1
Current tax at 28% (2008: 30%) (0.1) -
Effects of:
Expenses not deductible for tax purposes — preference share interest 1.5 0.5
Total income tax charge (see above) 1.4 0.5
D Investments in subsidiaries
2009 2008
£m £m
Cost at the start of the year/period 10.0 -
Acquired during the year/period - 10.0
Cost at the end of the year/period 10.0 10.0

The principal subsidiary undertakings of the Company as at 3|1 March 2009 are set out in note 29 to
the Group consolidated financial statements.
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E Total shareholders’ equity

Share Total
capital - Share capital Retained shareholders’
Ordinary A  -Ordinary B earnings equity
£m £m £m £m
Balance as at | April 2008 9.2 0.8 (0.7) 9.3
Loss after taxation - - (1.8) (1.8)
Balance as at 31 March 2009 9.2 0.8 (2.5) 7.5
Total
Share capital — Share capital — Retained shareholders’
Ordinary A Ordinary B earning equity
£m £m £m £m
Loss after taxation - - (0.6) (0.6)
Issue of share capital 9.2 0.8 - 10.0
Purchase of own shares - - 0.1 0.1
Balance as at 31 March 2008 9.2 0.8 0.7 9.3

Included in retained earnings is the following item:

The Domestic & General Group Holdings Limited Share Option Scheme holds 50,000 shares of the
company, purchased for a total consideration of £50,000. It is intended that the shares will be used to
satisfy part of the Group’s share awards obligations. The trustees of the Trust have agreed to waive
all dividends payable on shares held in the Trust.

Related Party Transactions
The Company is exempt from the requirements of FRS8, concerning the disclosure of transactions

with other companies that qualify as related parties within the Group, as the Company’s financial
statements are presented together with the Group’s consolidated financial statements. Details of key
management transactions are set out in note 30 to the Group’s consolidated financial statements.

Interest bearing borrowings

2009 2008

£m £m

Redeemable preference shares 51.1 51.1
Dividends on redeemable preference shares 7.2 1.7
58.3 52.8

Terms and conditions, and the maturity profile of the company’s interest bearing borrowings are set
out in note 25 to the Group financial statements.
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