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CHAIRMAN’S STATEMENT

Trhis 1s the first cpportunity | have had to wnte to shargholders with regard to a full year's trading of
Leo Insurance Services Plc

in the year ended January 31 2007, the group made a small consolidated loss before exceptional
administrative expenses of £5,077, (2006 £54,127)

The exceptional administrative expense of £169,912 (2006 £339,821) arcse on adoption of the new
accounting standard on share options The charge 15 in relation to the share options granted to the
directers as detaled in the AIM admission document This 1s an exceptional charge and there s no
impact on cash or distributable reserves

As shareholders should be aware, Leo's only investment at present 1s a 50% share of Grafton
Insurance Services Ltd , a brokerage speciaising In propenty insurance which itself has amongst its
chent portfolio two long term contracts, one with Safeland Pic and one with Bizspace Plc

Safeland announced in October 2006 the laurch of a property fund with a geared value of £50m and
made a further announcement in January 2007 regarding the possible extension of this fund by the
raising of a minmum of a further £50m of equity Bizspace continues to expand its portfolio under the
ownership of Highcross

| am therefore very pleased with both of these contracts and the future potential for growth

As | stated in the intenm report, the board has been seeking potential acquisttions and this has
conunued for the remander of the year but no deal has as yet been concluded

Dunng the coming year | expect continuad organic growth and whilst our search for the nght
acquisition cantinues | look forward to the future with confidence

AN

-~

LG Lipman
Charman

1 August 2007
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DIRECTORS’ REPORT

The directors submit therr report and the audited
consolidated financial statements of Leo Insurance Services
Pltc for the year ended 31 January 2007

PRINCIPAL ACTIVITIES, REVIEW OF BUSINESS

AND FUTURE DEVELOPMENTS

The principal activity of the group dunng the year was the
proviston of insurance services

Details of the group's progress dunng the year and s future
prospecis are provided in the Charman s Statement on

page 1

Currantly the group’s key performance indicatcrs relate

to the performance of Grafton Insurance Services and

the return provided to the group As the business expands,
the directors expect to formalise key performance indicators
to menitor the return provided to the group

Principal nsks and uncertainties are set cut on page 3

RESULTS AND DIVIDENDS
The results for the year are set out on page 8

The directors do not recommend the payment of
a dwidend

DIRECTORS

The following directors have held office since
1 February 2006

Larry Glenn Lipman
Errol Alan Lipman

Paul Malcoim Dawvis
Edward George Young

DIRECTORS' INTERESTS IN SHARES
Directors’ interests in the shares of the company, ncluding
family interests, were as follows

Ordinary shares of 1p each

31012007 3101 2006
Larry Glenn Lipman 22,004 22,004
Errol Alan Lipman 129,833 129,833
Paul Malcotm Davis 24,346 24,346

Edward George Young - -

Mr LG Lsprnan, Mr EA Lipman and Mr PM Dawis each

have share options over 911 458 ordinary shares Each
option I1s exercisable at the par value of 1p per share, at
any time after 18 months and befere 10 years following the
date of grant on 3 February 2005 No directors were aither
granted or exercised share options dunng the year

Mr LG Lipman and Mr EA Lipman have beneficial interests
in the share capital of Safeland Holdings Corporation,

a company ncorporated In Panama Safeland He'dings
Corperation owns 2,633,926 ordinary shares in the
company, representing 36 5% of the shares In issue

at 31 March 2007 Safeland Holdings Corporation also
owns 10,544,643 ordinary shares in Safeland Plc
representing 57% of that company’s shares in 1ssue at
31 March 2007 Safetand Plc owns 511,919 ordinary
shares in the company representing 7 09% of the shares
n 1ssue at 31 March 2007
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OTHER SUBSTANTIAL SHAREHOLDINGS

Apart from the shareholdings of the directors, the company
has been notified at 1 August 2007 of the following
shareholdings which constitute three percent or more

of the total issued shares of the company

Ordinary Share-

shares holding

No %

Safeland Holdings Corporaticn 2,633,926 36 50
Eaglet Investment Trust ple 1,412.476 1957
Safefand Plc 511,919 709
Peter O'Reilly 264,713 367

FINANCIAL INSTRUMENTS AND PRINCIPAL RISKS
AND UNCERTAINTIES

The group’'s financial instruments comprise cash at bank,
redeemable preference shares and vanous items within
debtars and creditors that anse directly from s operations
The directors consicler that the key financial nsk 1s iquichty
This s the nsk of the company not being able to contnue
to operate as a gong concern

As at 31 January 2007, the group had net asseis The
board has reviewed cash flow projections and associated
headroom to ensure that adequate funds exist to enable
tha group to meet its hatxlities as they fall due

Based on this review, the directors consider that the
hquichty nsk 1s currently at an acceptable level and will
continue to review the group’s financial nsks at regular
ntervals

POLICY ON PAYMENT OF CREDITORS

Although the group does not follow a formal code, the
policy 15 to atude by the payment terms agreed with
suppliers whenever 1t 15 satisfied that the supplier has
provided the goods and services in accordance with the
agreed terms and conditions There were no trade creditors
at 31 January 2007 (2006 None)

AUDITORS

Defoitte & Touche LLP resigned as auditors durng the
pernod The drectors apponted Baker Tilly UK Audit LLP In
ther place A resolution to appoint Baker Tilly UK Audit LLP,
as auditors, will be put to the members at the forthcoming
Annual General Meeting

STATEMENT AS TQ DISCLOSURE OF INFORMATION

TO AUDITORS

The directors who were in office on the date of approval
of these financial statements have confirmed that, as far
as they are aware, there 1s no relevant audit information
of which the auditors are unaware Each of the directors
have confirmed that they have taken all the steps that
they ought to have taken as drectors in order 1o make
themselves aware of any relevant audit information and
to establish that it has been communicaled {o the auditor

BUSINESS AT THE ANNUAL GENERAL MEETING

The items of Special Business to be proposed at the
Annual General Meeting are summarised below

Resolution 5 - Directors' authonty to allot shares in the
company

Thus resctution, if passed, will give the directors authonty
under section 80 of the Companies Act 1985 as amended
(the “Act”) to allot up to 2,405,318 ardinary shares of 1p
each, representing approsamately one third of the 1ssued
share capital of the company The company does not
currently have any treasury shares inissue There are
currently no shares reserved for 1Issue under the company's
share option scheme Other than in relation to the
company’s share option scheme, the dirgctors have no
present intention of exercising this authorty This authority
will, unless renawed, expire at the conclusion of the next
annual general meeting of the company or, If earlier, the
date fifteen months from the passing of the resolution
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DIRECTORS’ REPORT CONTINUED

Resolution 6 —- Disapphication of statutory pre-emption nghts
This resolution, if passed, witl disapply section 89(1) of the
Act allowing the company to allot equity secunties for cash,
other than to existing shareholders in proportion to their
shareholdings, up tc an aggregate nominal amount of
£3.607 98 being equal to 5 per cent of the 1ssued ordinary
share capital of the company This authonty will, unless
renewed, expie at the conclusion of the next annuat
general meeting of the company or, if earlier, the date
fifteen months from the passing of the resolution

Since December 2003 the Act allows shares purchased
by the company to be held as treasury shares, which may
then be cancelled, sald for cash or used to meet the
company's obligations under its share option schemes
The requirements to allot equity secunities for cash to
existing shareholders m propertion to ther holdings wall
also apply to the sale by the company of any shares i
holds as treasury shares These requirements may be
similarly disappiied by shareholders The authority sought,
and Imits set, by Resolution & will then apply alse to a sale
of treasury shares However, the Directors have no present
intention of holding shares in treasury pursuant to the Act

Resolution 7 - Purchase of own shares

Thig resolution, if passed, will give the directors authonty
under section 166 of the Act to make market purchase
{as defined Iin section 163(3) of the Act) of ordinary shares,
subject 1o certan stipulations, up to a maxmum number
of 1,082,393 ordinary shares representing approximately
15 per cent of the company's 1ssued share captal This
authornty will, unless renewed, expire at the conclusion

of the next annual general meeting of the company or,

if earher, the date fifteen months from the passing of the
resolution It ts envisaged that renewal of this authonty
would be sought at subsequent annual general meetings
The minimum price payable on any exercise of such
authonty will be ip per ordinary share, being the nominal
value of ordinary shares, and the maxumum pnce will be

5 per cent above the average middle market quotations
of ordinary shares as denved from the London Stock
Exchange Dally Official List for the five business days
immediately preceding any purchase, in both cases
exclusive of expenses payable by the company

The authonty sought to make market purchases of its own
ordinary shares 1s intended to apply equally to shares to be
held by the company as treasury shares n accordance with
the Act However, as mentioned above, the directors have
no present intention of holding shares in treasury pursuant
to the Act

The directors have no present intention of exercising this
power, and it would not be the directors’ intention to
exercise this power except at a price level that would be
Iikely to Increase earnings per share of the remaining issued
ordinary shares and unless to do so would be In the best
interests of shareholders generally The company cannot by
law exercise the power other than out of distnbutable profits
or a fresh issue of shares made for the purpose of the
purchase e

Approved by the board o
signed on behalf of {

rectors on 1 August 2007 and
oard

VIS

ry
1 August 2007

eCr
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CORPORATE GOVERNANCE

The Beard of Leo Insurance Services Plc appreciate INTERNAL CONTROLS
the value of good corporate governance and intend 10 The board is responsible for the Group's system of internal
comply with the requirements of the “Combined Code” controls and for reviewing therr effactiveness The internal
on corporate governance, as far as apphcabie to the cantrols are designed to ensure the reliability of financial
group given its current size and stage of development information for both internal and external purposes The
directors are satisfied that the current controls are effective
BOARD STRUCTURE with regard to the size of the group Any internal control
The board consists of four directors of which three are system can only provide reasonable but not absolute
executive and one non-executive The non-gxecutive assurance against material mis-statement or loss

director 1 considered to be ndependent of management
and free of any relaticnship that could interfere with the
exercise of his independent judgement

Given the size of the group, thare 1s currently no need for
an internal audit function

The board will meet as and when required and 1s satisfied GOING CONCERN

that it 15 provided with information In an appropriate form The directors have satisfied themselves that the Company
and qualty to enable it to discharge its duties All directors and Group have adequate resources 10 continuea In

are required to retire by rotation with one half of the board operational existence for the foreseeable future and for this
seeking re-election each year reascn, the financial statements continue to be prepared on

h n ncern s
Due to the current size of the group, the duties that would the going concern basis

normally be attnbuted to an Audit, Remuneration or By order of the board
Nomination Committee, have been undertaken by the
board as a whole

The board has undertaken a formal assessment of the

auditors’ ndependence and will continue to do so at least
annually This assessment includes
VIS

= areview of non-audit services provided to the compahy Secretary

and the related fees,

. 1 August 2007
+ areview of the auditors’ own procedures for ensunng

the independence of the audit firm and parties and staff
involved In the audit, including regular rotation of the
audt partner, and

= obtairing confirmation from the auditors that, in therr
professional judgement, they are independent
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The directors are responsible for prepanng the Annual Report and the financial statements in accordance with applicable
law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the directors
have elected to prepare the financial statements in accordance witn United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards and applicable law) The financial staternents are required by law 1o give

a trua and fair view of the state of affars of the company and the group and of the profit or loss of the group for that penod
In prepanng those financial statements, the directors are required to

a select sutable accounting policies and then apply them consistently,
b make judgements and estimates that are reascnable and prudent,

c state whether applicable UK Accounting Standards have been followed, subject to any matenal departures disclosed
and explained in the financial statements, and

d prepare the financial statements on the going concern basis unless it 18 napproprate to presume thal the company will
centinue N business

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any tme
the financial position of the company and to enable them to ensure that the financial statements comply with the
requiremnents of the Companies Act 1985 They are also responsible for safeguarding the assets of the group and hence
for taking reasonable steps for the prevention and detection of fraud and other imegutanties
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INDEPENDENT AUDITOR’S REPORT TO THE
MEMBERS OF LEO INSURANCE SERVICES PLC

We have audited the financial statements on pages 8 to 23

This report 1s made solely to the company's members, as a
body, in accordance with section 235 of the Companies Act
1985 Our audit work has been undertaken so that we
might state to the company’s members those matters we
are required to state to them in an auditors’ report and for
no other purpose To the fullest extent permitted by law,

we do not accept or assume responsitiiity to anyone other
than the company and the company’s members as a body,
for our audit work, for this report, or for the opinions we
have formed

RESPECTIVE RESPONSIBILITIES OF

DIRECTORS AND AUDITCRS

The directors’ responsibilities for prepanng the Annual
Report and the financial statements in accordance with
applicable law and United Kingdom Accounting Standards
{United Kingdom Generally Accepted Accounting Practice}
are set out In the Statement of Directors' Respongibiities

Qur responsibility 1s to audit the financial statements in
accordance with relevant legal and regulatory requirements
and International Standards on Auditing (UK and Ireland)

We report to you our opinion as 1o whether the financial
statements give a trug and farr view and are properly
prepared In accordance with the Compares Act 1985 We
also report to you whether in cur opinien the Information
given n the Directors’ Report 15 consistent with the financial
statements The information given in the Directors’ Report
includes that specific information presented in the
Charman's Statement that is cross referenced from the
Business Review section of the Directors’ Report

In additton we report to you f, m our opinion, the company
has not kept proper accounting records, If we have not
receved all the information and explanations we require
for our audit, or ff informaticn spectfied by law regarding
directors' remuneration and other transactions 1s not
disclosed

We read other mformation contaned in the Annual Report,
and consider whether i 15 consistent with the audited
financial statements This other infarmation comprises only
the Charrman’s Statement, the Directors’ Report and the
Corporate Governance Statement We consider the
imphications for our report If we become aware ¢f any
apparent misstaterments or materal inconsistencies with the
financial statements Our responsibiities do not extend to
any other information

BASIS OF AUDIT OPINION

We conducted our audit In accardance with International
Standards on Auditing (UK and Ireland) issued by the
Auditing Practices Board An audit includes examination,
on a test bas:s, of evidence relevant to the amounts and
disclosures in the financial statements 11 also includes an
assessmeni of the significant estimates and judgements
made by the dirgctors in the preparation of the financial
statements, and of whether the accounting policies are
appropriate to the group's and company's circumstances,
conststently applied and adequatety disclosed

We planned and performed cur aucht 50 as to obtan all
the information and explanations which we considered
necessary in order to prowde us with sufficient evidence to
give reasonable assurance that the financial staterments are
free from matenal misstatement, whether caused by fraud
or olher irregulanty or error In forming our opimon we also
evaluated the overall adeguacy of the presentation of
information in the financial statements

OPINION
In Qur opnion

* the financial statements give a true and farr vew, In
accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the group’s and
parent company's affars as at 31 January 2007 and of
the group’s loss for the year then ended and have been
properly prepared in accordance with the Companies
Act 1985, and

¢ the information given in the Directors' Report 1s
consistent with the financial statements

é/L (1145 e b 57

Registered Auditor
Chartered Accountants
2 Bloomsbury Street
London WC1B 38T

1 August 2007

Lo
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CONSOLIDATED PROFIT AND LOSS ACCOUNT

for the year ended 31 January 2007

2007 20086
Restated
Notes £ £ £ £
TURNOVER Group and share of jaint venture's 308,517 -
Less Share of jont venture's turnover 19 (308,517) -
GROUP TURNOVER - -
Administrative Expenses
— Exceptional 13 169,912 339,821
— Other 67.773 54,766
(237.685) {394,587}
GROUP QPERATING LOSS (237,685) (394,587)
Share of operating profit from joint venture 19 76,866 -
TOTAL QPERATING LOSS {160,819) {394,587)
interest recewvable and similar ncome 1 5,648 6539
interest payable and similar charges {4.167) -
LOSS ON ORDINARY ACTIVITIES BEFORE TAXATION {159,338) {393,948)
Taxation 5 {15,651) -
LOSS ON ORDINARY ACTIVITIES AFTER TAXATION 7,15 {174,989 (393,948)
LOSS PER ORDINARY SHARE
Basic and diluted 6 {2 44p) {7 06p}

Operating loss for the year anses from the group’s continuing operations
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CONSOLIDATED STATEMENT OF TOTAL
RECOGNISED GAINS AND LOSSES
for the year ended 31 January 2007
2007 2006
Restated
Notes £ £
Loss for the year (174,989) (393,948)
Total recognised gans and losses relating to the financial year (174,989) (393,948)
Prior year adjustment 13 {339.821)

Total gains and losses recogrised since the last financial statements (514,810)
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CONSOLIDATED BALANCE SHEET

31 January 2007

2007 2006
Restated
Notes £ £
FIXED ASSETS
Investment 10 Joint Venture
- Bhare of gross assets 19 393,088 50
- Share of gross habilities 19 {327,568) -
65,520 50
CURRENT ASSETS
Debtors 9 16,111 1,264
Cash at bank and in hand 18,476 107,721
34,587 108,985
CREDITORS Amounts falling due within one year 10 (81,390) (21,777}
NET CURRENT (LIABILITIES) / ASSETS {(46,803) 87,208
TOTAL ASSETS LESS CURRENT LIABILITIES 18,717 87,258
CREDITORS Amounts falling due after more than one year 1" - (65,000)
NET ASSETS 18,717 22,258
CAPITAL AND RESERVES
Called up share capital 12 72,160 70,624
Share premium account 14 5,761 5,761
Profit and loss account 15 (59,204} (54,127)
EQUITY SHAREHOLDERS' FUNDS 16 18,717 22,258

-

These financial statemepts were approved by the board of directors and authonsed for 1ssue on 1 August 2007 and are
signed on its behalf i
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COMPANY BALANCE SHEET

31 January 2007

2007 2006
Restated
Notes £ g
FIXED ASSETS
Investments 8 51 50
CURRENT ASSETS
Bebtors 9 16,110 1,314
Cash at bank and in hand 18,476 107,721
34,586 109,035
CREDITORS Amounts falling due within one year 10 (81,390) (21,827)
NET CURRENT {LIABILITIES) / ASSETS (46,804) 87.208
TOTAL ASSETS LESS CURRENT LIABILITIES (46,753) 87,258
CREDITORS Amounts faling due after more than one year 11 - (65,000}
NET (LIABILITIES) / ASSETS (46 753) 22,258

CAPITAL AND RESERVES

Called up share capital 12 72,160 70,624
Share premium account 14 5,761 5,761
Profit and loss account 15 (124,674} (54,127)
EQUITY SHAREHQOLDERS’ FUNDS 16 {46,753) 22,258

These financial statements were approved by the board of directors and authonsed for issue on 1 August 2007 and are signed
on its behalf by
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for the year ended 31 January 2007
2007 2006
Notes £ £
Cash flow from operating activities 17a 192,174) {29,253)
Returns on investments and servicing of finance 17b 1,393 839
Acquisitions 17b - (50)
Taxation - -
CASH (OUTFLOW) BEFORE FINANCING (90,781 (28,664)
Financing 17b 1,536 136,385
{CECREASE)/INCREASE IN CASH IN THE YEAR (89,245) 107,721
RECONCILIATION OF NET CASH FLOW TO MOVEMENT iN NET FUNDS
2007 2006
Notes £ £
(Decrease)/increase In cash in the year (89,245} 107,721
NET FUNDS AT 1 FEBRUARY 2006 107,721 -
NET FUNDS AT 31 JANUARY 2007 i7c 18,476 107,721
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ACCOUNTING POLICIES

BASIS OF ACCOUNTING

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

GOING CONCERN

As at 31 January 2007, the group had net current iabiliies of £46,803 Included in creditors faling due wihin one year are
redeemable preference shares of £65,000 due to Safeland plc, a related party, which falls due for redemption in January
2008 Subsequent to 31 January 2007, the directors have receved an undertaking from Safeland plc that these preference
shares will only be redeemabie If there are adequate cash resources within the group 1o enable the group to meet its
habilities as they fall due for the foreseeable future On the basss of this commitment, and after considenng the group's
cashflow requirements for a penod of twelve months from the date of approval of the financial statements the directors
have prepared these financial staterments on the gaing concern basis

CHANGE IN ACCOUNTING POLICY

The company has adopted Financial Reporting Standard No 20 "Share Based Payment” which 1s mandatory for
accounting penods commencing on or after 1 January 2006 and in accordance with this standard, the comparative
numbers have been restated The impact of this new accounting standard 1s explained in note 13

BASIS OF CONSOLIDATION

The consolidated financial statements incorporate the financial statements of Leo Insurance Services Plc, its subsiciary
undertaking and the group’s share of profits and losses and net assets of its Jaint venture made up to 31 January each year

JOINT VENTURES

Joint ventures are accounted for in the consolidated financial statements using the gross equity method The consolidated
profit and loss account includes the group’s share of operating profit interest and taxation The consohdated balance sheet
includes the group's share of gross assets and gross habilities within fixed asset investments

INVESTMENTS
Fixed asset investments are stated at cost less provision for any impairment in value

DEFERRED TAXATION

Deferred tax is recogrnised in respect of all iming differences that have onginated but not reversed at the balance sheet
date where transactions or events that result n an obligation to pay more tax In the fulure or a nght to pay less tax in the
future have occurred at the balance sheet date Timing differences are differences between the group’s taxable profits and
its results as stated in the financial statements that anse from the inclusion of gains and losses in tax assessments in
penods different from those in which they are recognised in the financial statements

Deferred tax 13 measured at the average tax rates that are expected to apply in the penods in which tming dfferences are
expected to reverse based on tax rates and laws that have been enacted or substantially enacted by the bafance sheet
date Deferred tax 1s measured on a non-discounted basis
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ACCOUNTING POLICIES CONTINUED

TURNOVER
Turnover ansing 1n the group’s joint venture represents fees recervable in respect of insurance services

SHARE OPTIONS

The company has applied the requrements of FRS20 Share-based payment which requires the farr value of share based
payments to be recogrised as an expense This standard has been applied to share options The far value of the options
granted 15 measured on the date at which they are granted by using the Black-Scholes model, and ts expensed to the profit
and loss over the appropriate vesting penecd

COMPARATIVE PERIOD
The comparative accounting penod 1s from incorporation on 14 January 2005 to 31 January 2006
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NOTES TO THE FINANCIAL STATEMENTS

for the year ended 31 January 2007

1 INTEREST RECEIVABLE AND SIMILAR INCOME

2007 2006
£ £
Bank interest recevable (group) 1,393 639
Share of joint veniure's interest recevable 4,255 -
5,648 639

2 INTEREST PAYABLE AND SIMILAR CHARGES
2007 2006
£ £
Preference share dividend payable {group) 4,167 -

3 AUDITOR’S REMUNERATION

Amounts payable 1o Baker Tilly UK Audit LLP and its related entiies in respect of the year enced 31 January 2007 for both
audit and nen-aucht services are disclosed in the table below (2006 Deloitte & Touche LLP) The non-audit fees for the year

ended 31 January 2007 were paid to the partrership known as Baker Tilly

2007 2008

£ £

Fees payable to the auditor and its related entities for the audit of the company’s annual accounts 7,500 10,000
Fees payable to the auditor and its related entities for other services

Taxation services 750 -

Cther services 1,250 -

9,500 10,000

4 EMPLOYEES AND DIRECTORS' REMUNERATION

There were no employees dusing the year other than the directors None of the directors received any remuneration during
the year except for E Young who recened fees of £5,000 {2006 £3,750) As disclosed in note 13, there was a share oplion

charge for the year of £169,912 (2006 £339,821)
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NOTES TO THE FINANCIAL STATEMENTS

for the year ended 31 January 2007

8 TAXATION
2007 2006
£ £
Current tax
UK corporation tax {group} - -
Share of joint venture’s corporation tax 15,651 -
15,6561 -
Deferred tax
Ongination and reversal of timing differences - -
Tax on profit on ordinary activities 15,651 -
2007 2006
Restated
£ £
Factors affecting tax charge for the penod
The tax assessed for the period 1s higher than the standard rate
of corporation tax of (30%) as explaned below
Loss an ordinary actvities before tax (159,338) (393,848)
Loss on ordinary actvities multiplied by the standard rate
of corporation tax (30%) (47,801} (118,184)
Effects of
Exceptonal share ophon charge 50,974 101,246
Expenses not deductible for tax purposes 1,662 5373
Tax losses camed forward 19,877 10,865
Benefits of small companies tax rate (9.061} -
Current tax charge for the penod 15,651 -

Factors that may affect future tax charges

At 31 January 2007, the group had tax tosses of £86,525 (2006 (36,217} available to carry forward to fuiure penods

A deferred tax asset of £25,958, (2006 £10,865) has not been recogrised n the financial statements In respect of these
losses due to the uncertainty as 10 the tming of future taxable profits A deferred tax asset has also not been recogrised
i the financiat staterments m respect of the share optron charge due to the uncertainty as to whether the share options

will be exercised
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6 LOSS PER ORDINARY SHARE
2007 2006
Restated
£ £
The calculation of loss per ordinary share are based
on the following losses and number of shares
Loss for the year {174,989 {393,948)
Weghted average number of shares for basic and
diuted loss per share 777,247 5,579,152

As there 15 a loss for the year, there 1s no dilutive effect of the share options and therefore no dfference between the basic

and diluted loss per share

7 GROUP LOSS FOR THE YEAR

2007 2006

Restated

£ £

Dealt with In the parent company (240,459} (393,948}
Retaned by the jont venture undertaking 85,470 -
(174,989) (393,948)

As permitted by s 230 of the Companies Act 1985, the profit and loss account of the parent company 1s not presented as

part of these financial statements
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NOTES TO THE FINANCIAL STATEMENTS

for the year ended 31 January 2007

8 FIXED ASSET INVESTMENTS

Subsidiary Joint
undertaking Venture Total
Company £ £ £
At 1 February 2006 - 30 50
Additions 1 - 1
At 31 January 2007 1 50 5i

The company cwns more than 20% of the following undertakings
Class of share held

% sharehelding

Pnncipal activity

Subsidiary undertaking

Equalgold Lirmited Crdinary 100 Dormant
Jaint Venture
Grafton Insurance Services Limited Ordinary B shares 50 Prowision of

Insurance services

Further detalls regarding the joint venture can be found in note 19 of these financial statements

9 DEBTORS
Group Company Company
2006 2007 20086
£ £ £
Due within one year
Prepayments and accrued income 1,264 16,110 1,314
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10 CREDITORS Amounts falling due within one year

Group Group Company Company
2007 2006 2007 2006
£ £ £ £
Redeemable preference shares {note 11) 65,000 - 65,000 -
Accruals and deferred income 16,390 21,777 16,380 21,827
81,390 21,777 81,390 21,827

11 CREDITORS Amounts falling due after more than one year
2007 2006
Group and company £ £
Redeemable preference shares - 65,000

The 65,000 £1 redeemable preference shares provide for a fixed cumulative dmdend at a rate of 6% per annum which
accrued on & daly basis The preference shares can be redeemed by the company at any time on seven days wntten
natce The preference shares can be redeemed by the holder if the dividend 1s In arrears for at least 12 months or, N any
event the shares are redeemable in January 2008 If the preference shares are not redeemed by the appropnate date, the
dvidend rate will increase to 9% per annum The praference sharas da not confer a nght to attend, speak or vote at any
general meeting of the company In accordance with Financal Reporting Standard No 25, these redeemable preference

shares are included within creditors

12 SHARE CAPITAL

2007 2006
Group and company £ £
Authonsed
20,000 800 ordinary shares of 1p each 200,000 200,000
65,000 preference shares of £1 each 65,000 65,000
265,000 265,000
Allotted, issued and fully paid
7,215,956 (2006 7,062,381} ordinary shares of 1p each 72,160 70,624
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NOTES TO THE FINANCIAL STATEMENTS

for the year ended 3! January 2007

12 SHARE CAPITAL continued

Share Issue
On 4 May 2008, fcllowing the exercise of a share option, the company issued 153,575 1p crdinary shares for £1,536 cash
consideration

Share options
On 3 February 2005 L Lipman, E Lipman and P Dawig were each granted options over 911,458 ordinary shares Each option 1s
exercisable at the par value of 1p per share, at any time after 18 months and before 10 years following the date of grant

The company has also granted options 1o subscnbe for ordinary shares in the company equivalent to 1% of the 1ssued
share capital on complgtion of an acquisiion which exceeds 75% 11 any class 1est within the AlM rules These options are
only exercisable dunng the penod from date of acquisiion to the penod ending 18 months after that date at a pnce
equivalent 1o the issue pnce in connection with the acquisition

As at 31 January 2007, the Company had 2,734,374 (2006 2,887,949) cutstanding unexpred options that are exercisable
at 1p per ordinary share As disclosed above, 153,575 (2006 nil) opticns were exercised in the year

13 SHARE BASED PAYMENT

The company has adopted Financial Reporting Standard No 20 “Share Based Payment” which 1s mandatory for
accounting penods commencing on or after 1 January 2006 and in accordance with this standard, the comparative
numbers have been restated accordingly

The share based payment charge has been calculaled using the Black-Scholes madel to calculate the far value of the
share options The inputs nto the Black-Scholes model are as follows,

2007 2006
Weighted average share price 19p 19p
Weighted average exercise price 1p ip
Expected volatiity 16 6% 16 6%
Expected Ife 10 years 10 years
Risk free rate 6% 6%
Expected dvdends 0% 0%

The expected volatiity percentage was calculated by reference to the share price of the company since admission to AIM

This share option charge 18 ncluded i the profit and loss account as an exceptional administrative expense over the
18 momh vesting period from 5 February 2005 to 5 August 2008 The exceptional charge for the year was £169,912
(2006 £339.821)
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14 SHARE PREMIUM ACCOUNT

2007 2006
Group and company £ £
1 February 2006 5,761 -
Premium on shares 1ssued N the penod - 187,615
Expenses in connectton with shares issued - (181.854)
31 January 2007 5,761 5,761
15 PROFIT AND LOSS ACCOUNT
Group Group Company Company
2007 20086 2007 2006
£ £ € £
1 February 2006 (54,127) (54.127) -
Loss for the year (174,989} (393,948 (240,459) (393,948)
Share opuon charge 169,912 339,821 169.912 339,821
31 January 2007 (59,204} (54,127} (124,674} (54,127)
16 RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS
Group Group Company Company
2007 2006 2007 2006
£ £ £ £
Shares 1ssued In the year {net of expenses) 1,536 76,385 1,536 76,385
Share option charge 169,912 339,821 169,912 339,821
Loss for the year (174,989) {393,948) (240,459) (393,948)
Net (reduction 10} / addition to equity sharehalders' funds {3.541) 22,258 (62,011) 22,258
Opening equity shareholders' funds 22,258 - 22,258 -
Closing egquity shareholders’ funds 18,717 22,258 (46,753) 22,258
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for the year ended 31 January 2007
17 CASH FLOWS

2007 2006
a Reconcihation of operating loss to net cash flow from operating activities £ £
Operating loss (237,685) (394,587)
{Increase) in debtors (14,797) {1.314)
{Decrease) / Increase in creditors {9.604) 21.827
Share option charge 169,912 339,821
Shares 1ssued to setile expenses - 5,000
Net cash flow from operating activities (82,174 (29.253)

2007 2006
b Analysis of cash flows for headings netted in the cash flow statement £ £
Retums on investments and servicing of finance
Interest receved 1,393 639
Net cash inflow for returns on investment and servicing of finance 1,393 639
Acquisitions
Purchase of interest In joint venture - (50}
Net cash outflow from acquisitions - (50)
Financing
Issue of ordinary share capital {net of expenses) 1,536 71,385
tssue of preference share capital - 65,000
Net cash inflow from financing 1.536 136,385

At 1 February 2006 Cash flows At 31 January 2007
¢ Analysis of net funds £ £ £
Cash at bank and in hand 107,721 (89,245) 18,476
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18 FINANCIAL INSTRUMENTS

The group's financial instruments during the year compnsed cash, preference shars capital and various items such as frade
creditors that arose directly from its operations Trade crecditors and other short term items ansing directly from operations
have been excluded from the following disclosures

At 31 January 2007, the group had a cash balance of £18,476, (2006 £107,721) which was held on bank deposit earning
interest at varable market rates

Details of the company's preference share caprtal are disclosed in note 11

There 1s nc matenal dfference between the farr value and the book value of the company’s financial instruments and they
arg all denominated in sterling

The company has not traded in any financial instruments during the year and the board does not currently believe there are
any matenal nsks ansing from its financial mstruments

19 INVESTMENT IN JOINT VENTURE

On 5 January 2006, the company acquired 50 £1 "B" ordinary shares in Grafton Insurance Services Limited at par The
company owns 100% of the "B" ordinary shares which represent 50% of the 1ssued ordinary shares

The principal activity of Grafton Insurance Services Limited 1s to trade as a property insurance broker The group's share of
the joint venture's results and net assets are set oul below

2007 2006

£ £

Turnover 308,517 -
Operating profit B 76,866

Interest recevable 4,255 -

Profit befora tax 81,121 -

Taxation (15,651) .
Profit after tax 65,470

Current Assets 393,088 50

Current Liabiliiles {327,568) -

Net assets 65,520 50

20 RELATED PARTY TRANSACTIONS

The redeemable preference shares of £65,000 and the accrued and unpaid preference share dvidend of £4,167 are
payable to Safeland plc Detalls of the nghts of these shares are disciosed in note 11

LG Lipman EA Lipman and PM Daws are directors of both compantes and Safeland plc owns 7 09% of the 1ssued share
capital of this company
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NOTICE OF ANNUAL GENERAL MEETING

for the year ended 31 January 2007

NOTICE IS HEREBY GIVEN that the Annual General Meeting of the Company will be held at 94-96 Great North
Road, London N2 ONL on 19 September 2007 at 10 00 am for the following purposes

As crdinary business

1 Torecewve the report of the directors and financial statements for the financial year ended 31 January 2007

SN

To re-elect Errol Alan Lipman as a director of the Company
To re-elect Edward Young as a directar of the Company

To elect Baker Tilly UK Audit LLP auditars of the Company and to authonse the directors to determine ther

remuneration

As special business to consider and, If thought fit, to pass the following resclutions, of which resolution 5 will be
proposed as an ordinary resolution and resolutions 6 and 7 will be proposed as special resolutions

5 THAT the directors of the Company ke generally and unconditionally authonsed pursuant to section 80 of the
Companies Act 1985 {as amended) (the “Act™ to allot any relevant secunties (as defined in section 80(2) of the Act)
of the Company up to a maxsmum aggregate nominal value of £24,053 18 provided that

51

52

583

6 THAT

61

this authonty shall expire on the earlier of () the date faling 15 months after the date on which this resolution 1s
passed and (1} the conclusicn of the next annual general meeting of the Company after the passing of this
resolution unless previously vaned, reveked, or renewed by the Company in general meeting,

the Company shall be entitled to make pnor to the expiry of such authonty any offer or agreement which would
or might require relevant secunties to be allotted after the expiry of such authenty and the directors may allot any
relevant secunities pursuant to such offer or agreement as i such authonty had not expired, and

all prior authonties to allot relevant securities be revoked but without prejudice to the allotment of any relevant
secunties already made pursuant to such authorties

the directors of the Company be granted power pursuant to section 95 of the Companies Act 1985 (as amended)
{the “Act”) to allot equity secunties fwithin the meaning of secticn 94 of the Act) wholly for cash pursuant to the
authonty conferred on them by resolution 5 as if section 89(1) of the Act did not apply to any such allotment
provided that this power shall be lrmited to

611 the allotment of equity secunties In conrection with a nghts 1ssue, subject to such exceptions, exclusions
or other arrangements as the director may deem necessary or expedient to dsal with fractional
enhtlements or legal or practical problems under the laws of, or the requirements of, any regulatory body
or recogrised stock exchange or otherwise in any temtory, and for the purposes of this resolution “nghts
Issue” or any other pre-emptive issue means an offer of equity securities to holders of ordinary shares in
the Company In proporiion to ther respective holdings (as nearly as may be), and

612  the alloiment (otherwise than pursuant to paragraph 6 1 1 above) of equity secunties up 10 an aggregate
nominal value of £3,607 98

and shall expire on the earlier of () the date faling 15 months after the date on which this resolution 1s passed
and i) the conclusion of the next annual general meeting of the Company unless previously vaned, revoked or
renewed by the Company in general meeting provided that the Cormpany may before such expiry make any

offer or agreement which would or might require equity secunties {0 be allotted after such expiry and the directors
may allot equity secunites pursuant to any such offar or agreement as if the power hereby conferred had not
expired, and
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7 THAT the Company be authonsed pursuant to sechon 166 of the Companies Act 1985 (as amended) (the “Act™ to
make market purchases (as defined in secthon 183 of the Act) of any ordinary shares of 1p each in the Company
("Ordinary Shares™} n such manner and on such terms as the directors may from tme to time determine provide that

71
72

73

74

the maximurm number of Crdinary Shares authonsed to be purchased 1s 1,082,393,

the maximum price (exclusive of expenses payable by the Company) which may be paid for each Ordinary Share
15 an amount equal to 105 percent of the average of the middle market quotations for the Ordinary Shares denved
from the London Stock Exchange Daly Officral List for each of the five business days immediately preceding the
day on which the shares are contracted to be purchased and the minimum price {exclusive of expenses payable
by the Company) i1s 1p.

the authonty hereby conferred shall, unless prewiously vaned, revoked or renewed, expire at the conclusion of the
next annual general meeting of the Company or at the date fiteen months from the date of passing this resolution,
whichever shall be the earlier, and

the Company shall be entitled under such authority to make at any time before its expiry or termmation any
contract to purchase its own shares which will or might be concluded wholly or partly after the expiry or
termination of such authonty and may purchase its own shares pursuant to such contract

By order of the Board

PAUL MALCOLM DAVIS Registered Office
Company Secretary 94-96 Great North Road
1 August 2007 London N2 ONL
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NOTICE OF ANNUAL GENERAL MEETING

for the year ended 31 January 2007

NOTES

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

1

If you are in any doubt as to the action you should take, you should consull your stockbroker, bank manager, solicitor,
accountant or other professional adviser authensed under the Financial Services and Markets Act 2000 rmmediately

If you have sold or transferred all your ordinary shares in Leo Insurance Services plc, please send this document and
the enclosed forrm of proxy to the stockbroker, or other agent through whom the sale or transfer was effected, for
transmission to the purchaser or transferee

Explanatory stalements relating to the special business of the Annual General Meeting are contained in the directors'
report under the heading “Business at the Annual General Meeting” on pages 3 and 4

Only the holders of ordinary shares in the Company are entitled o attend the meeting and vote A member entitled to
atiend and vote may appoint a proxy or proxies io attend and on a poll to vote on his behalf A proxy need not be a
member of the company

A form of proxy 1s prowided To be effective, a form of proxy must be completed, signed and lodged at Capita IRG Pic,
The Regstry, 34 Beckenham Road, Beckenham, Kent BR3 4TU not later than 48 hours before the tme of the meeting
Depositing a completed form of proxy will not preclude a member from attending the meeting and voting m person

Pursuant to regulation 41 of the Uncertificated Securities Regulations 2001 to be entitled to attend and vote at the
Annual General Meeting (and for the purposes of the deterrmination by the Company of the number of votes thay may
cast) members must be entered on the Company’s Register of Members by 10 00 am on 17 September 2007

Copies of the following documents will be availlable for Inspection al the Company's registered office dunng normal
business hours on any week day (Saturdays, Sundays and public holidays excepted} from the date of this notice until
the date of the Annual Generat Meeting and at the place of the Annual General Maeting for 15 minutes prior to and
dunng the mesting

a)  the register of directors interests in the shares of the Company kept n accordance with section 325 of the
Companies Act 1885, and

b} copies of all service agreements under which directors of the Company are employed by the company or any
subsichanes




FORM OF PROXY

Leo Insurance Services plc

I/We

(Name in full in block caprtals please}

of

being a member/members of Leo Professicnal Services plc hereby appont the chairman of the meeting
or {see note 1 below) as my/our proxy to vote for mefus

on my/our behalf at the annual general meeting of the Company to be held at 10 00 am on 19 September
2007 at 94-96 Great North Road, London N2 ONL and at any adjournment thereof, on the following
resolutions, as indicated by an ‘X' In the appropriate box and, on any other busingss, as he thinks fit

Resolution For Against

1 To recewve the report of the directors and financial statements for the year ended
31 January 2007

2 To re-elect Errol Alan Lipman as a director of the Company
3 To re-elect Edward Young as a director of the Company

4  To elect Baker Tilly UK Audit LLP auditors of the Company and
to authonse the directors to fix their remuneration

5 To authonse the directors to allot shares pursuant to section 80
of the Companies Act 1985

6 To disapply section 83(1) of the Compames Act 1985

I I O R A I I
o000 O goga

7 To authonse the Company to purchase 1ts own shares

Dated 2007 Signature

Notes

1 it s desred to appomt another parson Or Parsons as proxy or proxes the words “the charman of the meetng  shoudd ba daleted and the name o
names of the proxy or proxies {who need not be members of the Company) nserted into the appropnate space If such wonds are not deleted and a
roxy of prosaes 1e/are narned on this 1omn the charman shall not be authonsed to vote as proxy Any aterabon must be nialled f more than one
persen 15 appointed 10 act as proxy the number of shares n respect of which gach such proxy 1S 1o vole must be specified In the absence of any
specific directon a proxy shall be deemed to be entiled to vote m respoct of all tha shares n the relevant holding

Please ndicate wath an X' how you wish 1o vote Linfess otharwse nstructed the praxy will vote or abstan fiom voling as he thinks fit

To be vald thes form), together with the power of attoney o other witten awthonty d any under wiuch it s sgned o a notanally certified copy or a
copy certified in accordance with the Powers of Anomey Act 1971 of such power or wntten authonty must be lodged at the address gven n note 6
betow not kess than 48 hours befora the tme of the meeting

4 A corporation must execute this form ether under dts comimon seal or under the hand of two directors or one drector and the secretary or under the
hand of an olicer or attormey duly authonsed n witing

In the case of jont holders the signatura of any one holder will be sufficient but the names of all the jont halders shoulkd be stated and the vote of the
senior who tenders a vote whether i person or by proxy shal ba accepted o the exclusion of the votes of the other ot holders Fer this purpose
senionty shall be detentuned by the order n which the names stand n the register of members n respect of the jont hokding

6 A form of proxy 15 prowded  To be effective a form of proxy must be compieled signed and lodged at Capita IRG Plc The Repsiry 34 Beckenham
Road Beckenham Kent BR3 4TU not kater than 48 hours before the Ume of the mesting

7 Deposit of 2 completed form of proxy wil not preciude a member from attending the annual genaral meetng and voting In person

«r M

[543
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