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This report covers the period from 1 January 2006 to 31 December 2006 LSL Property Services Plc was admitted
to the Official List and commenced trading on the Lendon Stock Exchange’s market for listed securities on
21 November 2006

Forward Looking Statements:

This report may cantain forward-looking statements with respect to certawn plans and current goals and
expactations relating ta the future financial condition, businass perfarmance and rasults of LSL

By their nature, all forward-loaking statements involve nsk and uncertainty because they relate to future events and
circumstances that are beyond the control of LSL including, amongst other things, UK domestic and global
economic and business conditions, market related risks such as fluctuations in interest rates, inflation, deflation,
the impact of competition, changes i customer preferences, delays in implementing proposals, the timmng, smpact
and other uncertainties of future acguisihions or other combinations within relevant industries, the policies and
actions of regulatory autharities, the impact of tax or other legislahon and other regulations n the UK

As a result, LSUs actual future condrtion, business performance and results may differ matenally from the plans,
goals and expectations expressed or imphed in these forward-looking statemants Nothing in this Annual Report
should be construed as a profit forecast.




Highlights

B Strong maiden results

® Turnover up 46% to £197.5m (2005: £134.9m)

B Underlying Operating Profit up 73% to £32.3m (2005: £18.7m}
B Underlying Operating Profit margin up from 13.9% to 16 4%
B Adjusted Proforma Earnings Per Share up 83%

to 19.8p (2005: 10.8p) (Basic and diluted earnings per share up to 23.1p
(2005. 16.0p))

B Strong underlying operating results from all divisions
B Surveying profits up 21% to £21 0m (2005: £17.4m})

B Estate Agency and Financial Services profits up from £1.7m to £12.6m
(including first full year contribution from Reeds Rains)

W Mortgage lending up circa 50% to £3.0bn
supported by investment in Linear

B Excellent cash flow generation with net cash flow from operating
activities after capital expenditure £28.2m (2005: £15.2m)

B Net Debt reduced to £34.2m

B Well positioned for further growth both organically
and from acquisitions

Annual Report and Accounts 2006




Key Brands
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Surveying

e.surv

@ surv Charterad Surveyors is one of the
lgading firms of Chartered Surveyors in the
UK It offars a ranga of pradommantly
residential survey and valustion services to
both pnivate sellers and buyers and to the
imsttuttonal landing market. For privete buyers
and sellars, a range of sarvices 13 provided by
our offices, from a simple valuation through to
a comprehensive Building Survey For
institutional and broker chents a
comprehensive range of valuation services 1s
offered Specialised services such as Panel
Management, Central Instruction, monthly
accounting and national auditing of valustions
are already provided to a broad eross section
of lenders and brokers end we ara in the
process of extending these services

Chancellors Associates

Chancellors Associates 1s a growing national
network of pancipally self-employed
survayors undartaking a wide vanety of
survey and valuation work for both
nstitutional and private clients

homeinspectors.co.uk

homemnspectars co uk s widely regardad as
the UK's market-leading independent training
providar spacialising tn providing top quality
packages of traiming and business support for
those wishing to qualify as Licensed Home
Inspecters and Domastic Energy Assessors

Estate

Your Move

YOUR MOVE 1s an estate agency network with
286 branches across the UK Although 1ts core
businass is rasidential proparty services, it
also offers letings, mortgage and remortgage
servicas plus protection products

Reeds Rains

This well established, recognised regionat
astate agency network has 134 branches
across northem England backed by a support
structure of mortgage advisors and lettings
centres




Agency Financial Services

Your Move

YOUR MOVE offers financial services within
its branch network

9 Reeds Rains

Reeds Rains offars financial services within
its branch network.

Linear

This financial services business provides
sarvices to indapendent estate agants

Homefast

This icansed conveyancing business s based
in St Alkans and performs both transactional
canveyancing and re-mortgage conveyancing
semvIces

Annual Report and Accounts 2006




Definitions

“Ad)usted Proforma Earnings Per Share™

reflects the after tax effects of Underiying Operating Profit {as set
outin note 10 of the Accounts) dvided by the number of shares in
1s3ue as at 31 December 2006 This assumes that the ‘B ordinary
sheres which are classified as debtunder IFRS and were
convertad to ordinary sharas pnor to isting in Novembaer 2006
ware converted to ordinary shares at 1 January 2005

“AGM"~ “LSL" or “Group”
Annual Gengral Meeting LSL Property Services plc and its subsidianias
. “Net Debt”
"Chancellors Associates” 1§ defined as financial itabirwes less cash end cash equivalents
Chancallors Assaciates Limited
“Openwork”
“Combined Code™ Openwaork Holdings Limited

Combined Code an Corporate Governance peblished by the
Financial Regarting Council in July 2003

“Post Flotation Period”
the pencd betwaen 21 November 2006 and 31 Dacember 2006

“e surv”
@ sury Limited
“Reeds Rans”
Reeds Rains Limrtad
“First Complete”

First Complete Limited
“Underlying Operating Profit”

. 1s before exceptional costs and amorksaton
“Homefast

Homefast Property Lawyers Limited
“Your Move™

- yeur-move co uk Limited
“homeinspectors ¢o uk

hemeinspectors co uk Limited

“IFRS"

International Financial Reporting Standards

“Linear”
Linear Mortgage Network and Linear Financial Services

“Linear Financial Services™
Linear Financial Services Umied

“Linear Mortgage Network™
Linear Mortgage Network Lintted

Annual Report and Accounts 2004




Chairman’s Statement

| am delightad te raport a strong set of maiden
results following our flotation 1n November
2006 The Underhying Operating Profit of LSL1s
£32.3m for tha year ended 31 December 2006

The results across each dwvision reflect a
significant growth in profitability  This has
besn supperted by an improved housing
market, the full year's contribution of Reeds
Rains lacquired in October 2005), the
continued growth in profit and operating
margmn of Your Move and the continued
strength and profits from the surveying
division

Financial Results

Group revenue has increased by 46% to
£197 5m (2005 £134 9m) and the Undaerlying
Operating Profit by 73% to £32 3m

{2005 £18 7m} reflacting an improvement in
margn from 13 9% to 16 4%

The profit after tax s £13 4m (2005 £3 Om} for
the year The Adjusted Proforma Eamings Par
Share ts 19 8p (2005 10 8p)

The business 1s highly cash-generative with
low capital requirements resulting in a net
cash inflow from operating activitras after
capital expenditure of £28 2m for the year
(2005 £152m) The Net Debt at the year and
was £34 2m

As indiceted at the tma of flotation in
November 2006, no dividend 1s payable for the
short pangd betwesn flotation and the year
end Thae first dvidend payable will be the
intenim dividend i August 2007

The diractors intend to adapt a dividend policy
which reflects the cash-generative nature of
the businasses, the long term sarnings
potential of the Group and the opportunities to
vest In crganic growth and growth through
selective acquisitons

Market

The rastdential proparty market has shown
strength throughout the year desprte huigher
interest rates The numbaer of housing
transactions in 2006 increased over 2005 with
the number of mortgage approvals far housa
purchase increasing by soma 20% to 1 43m
Houss prices increased on average by around
10% duning 2006

The macrosconomic factors for leng-term
grawth in the residential proparty market
remain positive

Transaction valumes have generally baen
dnven in recentysars by enincrease in
owner occupation levals  This increase has
occurrad partly as a result of anincrease in
migration, a greater number of single-parson
households and muluple home ownars
Transaction valumes have also been driven by
an increase in the number of paopla buying
property for investment purposes

Nonetheless whilst LSL s dependent on the
activity lavels in the UK housing market the
operating model domonstrates some
resihence to the housing market cycle

LSLs profitability 1s biased towards surveying,
which in 2006 represented 65% of the Group's
Underlying Operating Profit, whosa resiliance
1s pancipally dee to tha flexbility of e surv's
panel management model Addiionaliy, the
franchising model of the estate agancy
business may provide some resiltence in the
evant of a market dewntum Centinved

Annual Report and Accounts 2006




Chairman’s Statement

Developments

LSL has continued to invest for the future and
to grow its business

The estate agency division has grown both its
turnover and profitability dunng the year This
was achieved by coentinuing to devefop aur
customer offaning, increasing sales of
conveyancing, uthties, letungs and other
products The estate agency branch footpnnt
has continued te grow through franchising
At 31 Dacembar 2006 there wera 92 franchise
branchas, compared to 68 at end of 2005

LSUs financial services division has
significantly increased rts mortgage lending
by cirea 50% yoar on year to £30bn  This was
helped by the growth of LSLs new financial
sanacas brand, Linear, which sells financial
services products via independent estate
agents and Your Move franchised branches

The surveying daasion has continued to
delvar a strong performance growing market
share, turnover and profits It reported an
Undertying Operating Profit margin of 30%
excluding Reeds Rains surveying and
Chancellors Assaciates Chancellors
Associates which was acguired in July 2006,
predeminantly utihses self-employed
survayors and this acquisttion will provide
new flexible capecity as well as an addiional
profit stream for LSL

Since the year and, LSL has completed the
acquisttion of a majority interest (v a small
astate agency business The business was
valued at circa £3 Om, which reflects its
underlying profitability and rts strong brand
and management.

Annual Report and Accounts 2006

Main Board

The Board of LSL was established on 11
October 2006 The Board, in addition to myself,
comprises threa executive and thrae non-
executive directors | walcoeme Peter Hales,
Mark Morns and Mark Warburton to tha
Board who | am confident wall provide
invaluable support to the executive team

People

LSL 15 a pacople business end as such we are
reliant on the commitment and enthusiasm of
our employees on whom we dapend to
provide the high level of service that we strive
to achieva for our clients and customers

The recent flotation has provided tha
opportunity for our employees to share in the
future success of the busness via a Save As
You Earn scheme which was launched in
Becember 2006 and became effective in
January 2007 Tha schems was well raceved
and was taken up by a third of cur employeas

A number of senior management employees
including the executive directors currantly
own 35% of LSL. We have also established a
Long Term Incentive Plan to ensure all key
employees aro proparly incentvisad and fully
committed to the longer term growth of the
business | would Iike to take this opportunity
to thank alt employees for ther dedicatron and
professionalism, which has enabled a
successful flotation and strong profit growth
duning the year

Outlook

The business s dependent in part on the
actvity levels in tha UK housing market.
Activity will be influenced by the level of any
future interest rate increases and the
introduction of Home fnformation Packs into
the UK houstng market planned for June this
year

Activity lavels in the last quarter of 2008 were
strang resulting in a good pipeline going into
2007 and have been encouraging since the
start of the year

LSLs trading performance in 2006 and rts
balanca shest provides a strong plattorm to
deliver future growth This will be achieved by
cantinuing to improvae the profitability and
margin of our estate agency brands and
continuing to build on the strength of aur
suiveying division We will also pursue
selactive acquisitions as we are well placed
to act as a consohdator in the astats agency
sactor, which is a highly fragmented market.

Roger Matthews
7 March 2007




Business Review

Introduction

LSL provides a broad rangae of servicas to its
two key customer groups, who are mortgege
lenders and private consumers The Group
provides vanous property services to
consumars including estate agency, lettings,
valuation, survaytng, advice on mortgage and
non-investment insurance products and
convayancing Tha Group also providas
martgage lenders with surveys and panel
management services, convayancing and
marketing of repossessed properties and also
refers martgage business from its customers
to mortgage lendars

Key Strengths
LSL has the following key strengths

B it15 one of the legding residential
proparty services greups in the UK,
including 6t 31 December 2008 & network
of 420 estate agency branchas and one
of the UK s leading surveying businesses

B The surveying division 1 hughly profitable
and 15 one of the leading pane) managers
of residential mortgage valuations in the
UK with a streng serice reputation

B LSL has demonstrated some resilience
against the cycles of the housing market,
largely due to the flexibility of e surv's
panel managemant model

B The Group has strong oparating cash
flows and capital expenditure 1s low
{2806 £2.1m)

W Since 2004 LSL has made a number of
succassful acquisitions, including Reeds
Rains and Linear

W The current exacutive directors have
baen with the Group since 2001 and have
a track record of improving profitability
as o result of organic growth end a
number of successful acquisibons

Strategy

5L 1s well posmaned for future growth both
organically and through selactive
acquisitions

Our surveying division cantinues to be
successful in dnving market share largsly dus
to its service reputation and we are well
placed to caprtalisa on new revenug
opportunities such as Enargy Performanca
Certficates

L5Ls proven franchise model in our estate
agency dvisign continues to gain momentum
whilst we are saeing some encouraging signs
in levaragtng our relationships to tncrease the
volume of part exchange and ropossession
sales

On the acquisthon front, LSL 1s wall placed to
act as a consolidator in a largely fragmentad
market. The acquisibons made through 2005
and 2006 have overall been succassfully
wntagrated into the Group and are eamings
enhancing LSL has a range of propositans to
target companies thet wa beliave are
attractive and that leverage both Group
relationships and indwidual brands

Annua} Report and Accounts 2006
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Surveying Division  Business Review

Tha surveying businessas have performed well in 2006, growing prefitability and tumover

2006 2005 % Change
e.surv
Turnover E68.3m £56 dm 2%
Underlying Operating Profit £20.4m £17 6m 16%
Margin 29.9% 312%
Total Number of Jobs Managed 935,256 674,730 38%
Total Number of Jobs Performed 433,870 378,328 15%
Other Brands*
Turnover £5.7m £0Bm
Underlying Operating Profit/{loss}) £0.6m (£Q 2m)
Total Surveying Business
Turnover £74.0m £57 Om 30%
Underlying Operating Profit/{loss) £21.0m £17 4m 21%
Margin 28.4% 305%

*0ther Brands' reflacts the rasults of Chancelters Associates acquirad tm July 2006 and Reeds Rains, acquired in October 2005
The Reeds Rains results were amalgamated mto e surv s results from October 2006 following the transfer of Reeds Rans surveyors into @ surv
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Surveying: Competitive Strengths

m  The UKs largest distributor of valuations providing greatar
operational flexibility than competitors — even i a market
downturn

B Robust customar relationships with the leading lending
institutions

B Proven resikence of profits to vanable residenta! property
market condrons

B Proven systems that dnive operational efficiencies

W Strong customer ethos with quick turn-around tmes for
valuatrons

B Further opportunmies to consolidata the markst and acquira
additional surveying capacity

Surveying Division

LSL oparates its surveying dwision under its brands, 8 surv and
Chancellors Associates The surveying division of Reeds Rains
was incorporated into the e surv business in October 2006

LSUs surveying division customers ara pnmaniy mortgage lenders
As one of the UK s leading panet managers, e surv s the pans!
manager for five of the top ten UK lenders e surv managed circa
935,000 surveys and valuations in 2008 gut of total mprtgaga
approvals inthe UK of circa35m'

Dunng 2006, circa 433,870 valuatons were catried out by e surv's
employed surveyors Chancellers Associates also carry out
residential surveys and valuations for e surv and other pane!
managers

As at 31 December 2006 the surveying dnision had In excess of
300 employed Chartered Survayors and had relationships with
over 300 self-employed consultants, performing valuatian services
for the surveying dvisian

In 2006, the surveying business had turnover of £74 0m (2005 £57 Om)
and Underlying Operating Profit of £21 Om (2005 £17 4 m)

Lender Relationships

@ surv has panel managsment arrangements with 8 significent
number of lenders A number of these arrangements are exclusve
and tmvolve the servicing and destribution of valuation instructions
to these lenders own teams of employed surveyors esurv has
solid refationships with thesa lendars and the relationship 13
enhanced by the genaraton of refarrals from LSLs financial
services operations

Service Quality

Service quality 15 a sigmficant factor in maintaintng relatonships
with lenders and in seeking to win new panel management
contracts Italso differentiates e surv from its compettors One of
the key factors thatienders use in assessing service quality is
turnaround time for valuation instructions e surv's turnaround
tima 1s better than many of its competitors, largely as a result of
the flexibility of the panet management model and rts use of
sophisticated technology

Chancellors Associates

In July 2006, LSL completed the acquisition of the Chancellors
Associatas business from Chancellors Estate Agents At the year
end Chancellors Associates operated a network of 119 self-
employed surveyors and it recerves valuation instructions from

@ surv and cther survaying penel managers This ecquisiton
ncreases the surveying dwsions’ self-employed consultant
surveying capacity and provides access to a wider customer base
and a better geographical footprint.

Hometrack Data Systems

LSL owns circa 15% of Hometrack, the lsading provider of
"Automatad Valuation Model' {AVM) technology in the UK. This
investment was made in 2003 and provides LSL with an msightinto
the AVM markst.

1 Bank of England Daty - January 2007

Annual Report and Accounts 2006
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Estate Agency Division

The estate agency business performed well in a very strong markat,
Both brands, Reeds Ramns and Yeur Move, have grown profitability
and made pleasing progress in 2008 The franchise proposttion
continues to grow and, as at the end of 2008, thers ware 92
franchised hranches

Estate Agency Your Move
2006 2005
Turnover £63.8m £54 5m
Underlying Operating Profit £71.8m £2 6m
Margin 12.2% 4 8%
Exchange Units 20,920 18,636
Average Commission 1.59% 163%
Average house price £146,000 £133,000
2006 2005
Estate Agency Related **
Turnover £4.1m £2 5m
Loss (£0.8m) {f0 7m]
2006 2005
Total Estate Agency
Turnover £102.5m £63 8Bm
Underlying Operating Profit £13.84m £37m
Margin 13.1% 58%

10 Anaual Report and Accounts 2006

Business

Reeds Rains

2006 2005

£34.6m £6 8m

£6.4m £18m
18.8% 26 5%
14,335 3,200
1.31% 122%

£143,000 £135,000

*  Figuras for Reads Rains in
2005 reflact the penod post
acquisitien from 1 October
2005 to 31 December 2005

** QOther brands included in the
estate agency result are
Homefast (the conveyancing
business), homenspectors co.uk
(trasntng orgarisation) and
First Complete (call centra
oparation}




Review

Estate Agency — Competitive Strengths &
Growth Opportunities

No 3 in the UK by number of branches*

B Improving Financial Performance
B Technology
B Advance proprietary browser basad IT systems

{“Preview™ and “Quicklet™)

www your-move co uk — the number 1 UK estate agency
branded website™*

Successful franchise model

®  Increasing level of salas to customars of sdditional financial
and other property related services

" Eststs Agsncy News, Februery 2007 ** Hitwise, February 2007

Estate Agency Division

Yeur Move s branch natwork operates throughout England and
Scotland while Reeds Rains predominately operates in the north
of England and has a prasence inWalas

Duning 2006, the estate agency business had turnover of £102 5m
{2005 £63 8m) and Underfying Operating Profit of £13 4m {2005 £3 7m)

Estate Agency Revenue
The main drivers of estate agency revenue are -

®  Exchange fee tncome which 1s linked to housing transaction
prices and commission rates LSLis focused on mereasing
commission fates despite market conditons Reeds Rains’
commussions have tncreased (n 2006 from 122% to 1.31% and Your
Move's comnussions have fallen marginally from 163% to 159%
reflecttng market condrtions

B Franchising income, which 1s generated from inttial depasits
on new openings, 8 monthly service fae of 8% of turnover, plus
some IT costs, continues to grow tn line with the increase in the
franchuse footprint.

B Lethings income 1s genarated from providing a ranga of
services to tandlords and tanants  Latings has been expandad
within Your Move and as at 31 December 2006 there were 268
lettings offices across LSL. LSL1s well positioned to grow tncome
in this area of the businass in 2007

| Addihonal commisston income 1s gensrated through the sale
of general insurance, conveyancing services, utilites and other
products and services to chients of the branch netwark.

COMBINED BRANCH NETWORK {DECEMBER 2006)
YM - Your Move, RR — Reeds Rains, YMF — Your Move
franchise, RRF — Reeds Rains franchise

Service Quality

LSl's estate agency businesses place strong emphasis on the
quality of sarvice they provide to customers and both Your Move
and Reeds Rains are members of the Ombudsman for Estate
Agents Schame All branch based employeas of the estate agency
business complete a spacially designed training programme and
the quality of service 1s monitored on & monthly basis

Competition

LSL's major compethtors in the astate agancy market vary from
netionel estate agency chams such as Countrywids and Halifax
Estate Agancies to local independant estate agents !tis
estmated that the top five estate agency chans, including LSL,
account for circa 20% of all estate agency branches in the UK,
regional chains account for a further 10%, and independents make
up the rest.

Homefast Property Lawyers

Homefast Property Lawyers provides conveyancing servicas to
consumers introduced to 1t by estate agents and lenders
The business was atquired in February 2005

homeinspectors.co uk

homeinspactors co uk was establishad in August 2005 and 1s now
regarded as a leading prowider of traiming services to indviduals
wishing to bacome Hema Inspectors and more latterly Energy
Assessors It may also provide other traming services to LSL
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Financial Services Division Business

Financial Services — Competitive Strengths
& Growth Opportunities

I B Strong perfermance —mortgage applications amounted to
£3bn of lending Growth of circe 50%

. B Strong relationships with a broad panel of landers

Significant further mortgage growth opportunttias in Linear
as a rasult of placing finaneisl consultants in independent
agencias

B Lnear - currently a loss making developing business,
expacted to deliver significant value creation aver the next
i three years and future profits

Over the year thera has been significant growth tn the number of mortgages arranged by the financial services diviston Linear Financial Services
and Linear Mortgage Network {together Linear) are new brands placing morigage advisors in thg offices of Your Move franchisees and

. tndependent estate agents The Linear brands will lose monay whilst in their growth phase Overall the business performance i1s satistactory
2006 2005 % Change
Financial Services
Turnover £20 8m £14 0m 49%
Underlying Operating Profit/{loss} (FD 8m) {£2 Omy) 60%
Financial Consultant Numbers 312 250 25%
Mortgages arranged value (circa) £3 0bn £2 Obn 51%

12 Anrual Report and Accounts 2008
P




Review

Introduction

As at 31 Dacember 2008, LSL had 312 branch
based financial consultants employed by Your
Move, Rasds Rains and Linear The financial
services business seeks to enhance the
revenue derved from the ostate agency
operations through the sale of mortgages and
related protectron products In retum LSL
receivas a combinaten of cammissions on
product sales and procuration fees from
lendars

Far 2006, the financial services business had a
turnover of £20 8 m {2005 £14 Om}

Financial Services Brands

As at 31 December 2008, Your Move employed
172 financial consultants Since 31 December
2005, LSL has increased the number of
employed financial consultants in Reeds
Rains branches to 88 This has resulted in
ncreased penetration rates for mortgage and
other financial services sales in Reads Rains
branches

{n additton, LSL has invested in Linear
Mortgage Network (acquired Octobar 2005)
and Linear Financia! Servicas (acquired July
2006) which 1s placing financial consultants
inta Your Move franchised branches and
independent estate agency branches As at
31 Decembar 2006, the Linear businesses
employed 52 financial consultants Linear 1s
targated to significantly grow the number of
financial consultants in 2007 After this growth
phase Linear will provide a new profit stream
for the Group

Mortgage Lending

The volume of mortgage application referrals
has increased by circa 50% to £3 0bn, making
LSL ona of the largast mortgages
intermedianes m the UK Growth of its
financial services business s & key focus
area for LSL in 2007 as it continues te expand
the number of financial consultants empioyed
by Linear

Regulation

Your Move and First Complets are directly
authensed by the FSA i relation to the sale of
mortgage, pure protaction and general
insurance products, while Reeds Rains and
Linear are appomted reprasentatives of
Openwork. Reeds Rains 1s aise an appointed
representatve of Letsure for the sale of rent
indemmity insurance LSUs financial services
business places strang emphasis on the
qualty of service it provides to customers and
all advisers complete a specially designed
comgprehensive traming programma which is
supplemanted by effective supervision,
ragular monitaring and regular refresher
raining sessions As a result of Reeds Rains’
and Linear's appointments by Openwork, LSL
through these companies has a small indirect
shareholding of Openwork

Annual Report and Accounts 2006
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Financial Review
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Business Review

The key dnvars of the financial performance of LSL are summansed below

Income statement

Revenue

Revenue incraased by 46% ta £197 5m in the
year ended 31 December 2006 {2005 £134 Sm)
The incroase was supportad by a full years
trading from Reads Rains, an improving housing
market, and market share growth within
surveying

Operating Expenses

Operating expenses increased by 42% to

£166 9m, reflecting a full year's trading of Reads
Rains, increased bonus payments which are
hnked to turmover and profit and the cost of
funding the developing businesses such as
Lingar

Underlying Operating Profit

Undertying Operating Profit was £32.3m up by
73% on 2005 This resufts in an improvement in
the Undertying Operating Profit margin from
139% to 16 4%

Exceptional Costs &
Amortisation

Exceptional costs in theyear ended 31 December 2006
amounted to £3 5m {2005 nil} These costs
related to the flatation of LSL. In addiion
amorusation of intangible assets amaunted to
£5 5m {2005 £4 Tm)

Net Financial Costs

Net financial costs amounted to £4.2m {2005 £2.8m)
These costs include £1.3m of dwdends on B
shares psid pnor to the flotation and to the
cancellation of the B sharas

Tha B Shares wera classified as debt under
IFRS and were convarted inte ordinary shares
i LSL pnor to flotation

Taxation

The effectrve rate of corporation tax for the
year s 30% (2005 23%)

Adjusted Proforma Earnings
Per Share

The Adjusted Proforma Earmings Par Share
{as defined in the Defintions section) are
198p (2005 108p) The directors consider this
provides a better and more consistant
indicator of the Graup’s undariying
performance




Balance Sheet

Capital Expenditure

Total capital expenditure in the yaar amauntad
to £2.1m {2005 £1 8m| The capital expenditure
predominantly compnsed investment in IT
developmant and branch refurbishment.

Financial Structure

Ag at 31 December 2006 the Nat Dabt of LSL
was £34 2m (2005 £24 8m) LSL has an £80m
ovardraft and credi facility i place providing
some flexibility for acquisitions This gives a
Net Debt to Underlying Operating Profit ratio
of 106to ¥

Cash Flow

The business is highly cash ganerative and
has low capital expenditure requiremants
Net cash inflows from operating activities
after capital expenditure amounted to £28 2m
(2005 £15 2m}

Net Assets

The net assets as at31 December 2006 wera
£26 Om (2005 £8 7m)

Treasury & Risk Management

LSLhas an active debt management policy
and has purchased two interest rate caps
one which expiras in Septamber 2007 and
restncts LIBOR to B 5%, and ane which
axpres In August 2009 and restricts LIBOR to
6% for £30 Bm of debt. LSL does nothold or
1ssus derivatives or other financral
instruments for trading purposes

international Financial
Reporting Standards (IFRS)

The Financial Statemeants have been prepared
under IFRS LSL commenced reporting under
IFRS from 1 January 2005

Ay

S D Embley
Group Chief Executive Officar

OhFels

D A Fielding

Group Finance Director

7 March 2007
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Paul Latham 1

Deputy Group Chief Executive Dfficer of LSL
and Managing Director of e surv, aged 50
Paul was appomted as 8 surv’s managing
director in 2000 At the tima of the
management buy-out in 2004, Paul bacame
tha Deputy Chief Executive Officer of LSL.
Paul has overall responsibulity for e survs
performance and for defining the business s
strategic direction and since 2000 has
ovarsean the development of @ survinto one
of the UK s largest distnbutors of residential
valuations He holds an honours degree from
the University of Reading and 1s a quahfied
Chartered Surveyor Paulis recognised by
customers as a teading exponent of
tachnotogy soluttons to provide real estate
valuation advice to financial institutions

Dean Fielding 2

Group Finance Director aged 41 Dean has
been with LSL since 1995 when he jomned GA
Property Services, the previous name under
which Your Move operated, as a management
accountant in residential sales in March
2002 Dean became the finance director of
Your Move and & surv, two of LSLs
subsidiaries Dean became Group Finance
Dirgctor at the tme of the management buy-
out in 2004 Dean s responsible tor the
financial strategy and ensuring that LSL
marntains strong systems and mternal

| 6 Annual Report and Accounts 2{106

Director Profiles

contrals Prior to joaining LSL, Dean qualified
as a Charterad Accountant with Kidsons
Impey 1n 1989 and subsequently worked 1n
private practice as an auditor and business
consultant

Mark Morris

independont non exacutive director, aged 48
Mark was appointed as a non executive
Director of the Board on 11 October 2006
Mark 1s a Chartered Accountant and is
currently non executive director and audit
committea cheirman at Chnstian Salvesan

plc He previously worked at Sytnar Group as
finance director end managing diractor from
1995 to 2005 including the pernod dunng which
Sytner was listed on the London Stack
Exchange and was responsibla for thewr
extensive acquisiion programms Pnor to this
Mark spent 12 years with Pricewaterhouse
Coopers in sudit end corporate finance

Simon Embley ¢

Group Chief Executive Officer, aged 46

Simon bacams the Cheaf Executive Cfficar of
the Board at tha time of the management buy-
put of & surv and Your Move from Norwich
Union in 2004 Simen is responsibla for the
strategic diraction of LSL. From 2001 until the
management buy-aut, Simon was managing
directer of Your Mave, where he oversaw its
turnaround from a heavily loss-making

business to the successful business itis
today His previous expenence includes
establishing Norwich Union’s pensions
business in Poland for esghteen months and in
2000 he was a diractor of Norwrch Union
VWealth Management.

Peter Hales 5

Independent non executive director, aged 63
Peter has been onthe Board of LSL since
2005, onginally 85 non executive Chairman
Peter has 44 yaars’ expenanca m the
residential property sector From 1994 to 2004
Patar worked for Countrywida Surveyors
inthially as chief executive and latterly as
chairman He has also worksd 1 senior
management roles for Nabhonwide, Angla, the
Councd of Mortgage Lenders and RICS

Roger Matthews ¢

Non executive Chairman, aged 52. Rogar was
appointed Chairman of the Board on 11
October 2006 Stnce July 2005 Roger has
been chauman of Land of Leather Holdings
ple and 1s also currently the senior
mdependent non executiva director of RHM
ple and a hon executive director of MITIE
Group ple He was formerly chairman of
Sainsbury’s Bank plc, group finance director
of J Samsbury plc, managing director and
finance director of Compass Group plc and
waorked for Grand Matrepolitan ple, Cadbury
Schweppes plc and PricewaterhouseCoop-
ars Roger s a Chartered Accountant,

Mark Warburton 7

Indeperdent non executive director, aged 56
Mark was apponted as a non execuriva
diractor of the Board on 11 Octobar 2008,
having been a non executive director of
Reeds Rains since Septomber 2003 and Your
Move since Apnl 2006 Mark has 27 years’
expenence as a solicrtor and wide practical
expenance in corporate finance and banking
Mark 1s currently general manager, legal
counsel and company secretary to an AIM
guotad company, Cyprotex Ple, a position
which he has held since 2003 From
November 1999 to January 2002 Mark was 8
partnar at Addleghaw Booth & Co From
February 2002 to March 2003 he was legal
directar for Galileo Innovation ple




Investor Information

Company detaiis

LSL Property Services Plc

Registered in England (Company Number 5114014)
Regqisterad Offica
Newcastle House, Albany Court, Newcastle Business Park, Newcastle, NE4 7YB

Telephone 01904 715324
Facsimie 01904 715354
E-mail enquinas@Isips co uk

Wobsite wwywsips.co.uk

Share listing

LSL Property Servicas ple 0.2p ordinary shares are istad on the London Stock Exchange under [SIN GBOOBIGSHX72

Registrar

Capita Registrars

Northern House

Woodseme Park

Fenay Bndge

Huddersfield

HD8 OLA

United Kingdom

Talephone 0870 162 3131

Facsimiia 01484 600911

Wabsite www.capitaregistrars.com
Emall shareholderservices@capitareqistiars.com

If you move, please do not forget to let the Ragistrars know your new address

Provisional calendar of events

Preliminary Results Releasad T March 2007
AGM Proxy Form Deadline 2.30pm 21 May 2007
AGM 230pm 23 May 2007

The AGM will be held at the offices of Buchanan Communications, 45 Moorfialds, London, EC2Y 9AE The notice to sharaholders details the proposed

resolubions
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Report of the Directors

Principal Activity

LSL Property Services plc 1s the holding company for a number of proparty services related businesses The Group's activities are estate agency, surveying
and financial services

Business Review & Development
The Charrmans Statement and the Businass Raview set aut 2 review of the business including details of LS1's parformance and development.

Annual General Meeting
The first AGM will be held at the offices of Buchanan Communications, 45 Moorfields, London, EC2Y 9AE on 23 May 2007 starting at 2.30pm

The notice convening tha AGM 1s in a separats document to be sent to shareholders The document also includes a commentary on tha bustness of the AGM
and notes to help sharehalders to attend, spaak and/or vote at the AGM

Results & Dividends

The Busingss Review and Financia! Stataments set out the results of LSL. No dwvidend wll be paid for the short period batween the flotation in Navembar
2006 and the year end

Employees (Including Disabled Employees)

The Group’s practice is to keep all of our employees informed on matters affacting them, through consultation and information on the general financial and
economuc factors affecting the Group’s performance

The Group's policy on disabled employaes is discussed in the Carparate Social Responsibifity Statamant.

Risks & Uncertainties

The executve dirsctors continually wdentify, evaluate and manage matenal nisks and uncertaintias faced by LSL which could adversely affact the business,
operating results and financial conditron of LSL These nsks ere recorded and managed through a risk register, and the principal risks and uncertainties
dentfied arg

1. Risks Relating to the Group Generally

¢  Compatimon from other residential proparty service providers {including new market entrants such as suparmarkets) may have an adverse aeffect on
LSLs revenue and profits Changes in legislation or regulation such as the introduction of Home Information Packs on 1 June 2007 may increase costs
or reduce revenues or affect the residential proparty market

The reputahion and profitability of LSL could be adversely affected by the actions of one or s limited number of our employess or franchisess

HMRC may raduce the tax deductions istonically used by LSL, increasing LSUs tax hability There s no guarantee the directors will be able to mantain
or increase the business's profitabilrty

®  Changes in the behaviour of mortgage lenders ar customers could affect the business's profitability

2. Risks Relating to the Surveying Division

®  Substantally mcreased use of Aytomated Valuation Models could have an adversa effect on the volume of valuations LSL carnes out for mortgage
tenders

®  LSL may be held hiable for any inaccurate survays relied upen by customers to their detnment; this could adversely affect the profits of the surveying
dnvision

®  HMRC may change ts practice or enact new legislaton affacting the classification of Chancellors Associates end e surv's self amployed surveyors,
increasing LSUs tax hability

3 Risks Relating to the Estate Agency & Financial Services Divisions

®  Any fadure by LSL to comply with the provisions of any kcences or permissions under which we conduct eur business may result i a loss of
authonsation te perform our funchons or the impostbon of sanctions on LSL by regulatory authonties

®  Anincrease in the number of pnvate residental sales (whether as a result of the use of the internat or otherwise) would remove estate agents frem the
home-buying precess and result in a decreass in the votume of sales through LSLs estate agents

®  |St's franchise model has not been tested far a long enough penod to be certain of its success
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Report of the Directors (continued)

® | LSL acts or s perceved to ba acting tnconsistently with the terms of privacy and/or data protaction policies, laws or bast practices LSL may ba
subject to mvestigative or enforcement action by a regulatory body

&  Changes in regulations refating to operating retail premises or new regulatory burdens may increase LSLs costs

Further information relating to the management of these nsks and uncertainties i1s set out in the Corporate Governance Report.

Financial Instruments

The Business Review sets out LSLs strategies and objactives relating to treasury &nd risk management. Details of the financial instruments are set outin
note 27 of tha Accounts

Directors

The current directars are sted with their biographies n Directors” Profiles Roger Matthews, Mark Mornis and Mark Warburton were appointed on
11 October 2006

Directors’ Interasts

The interests of the current directors in the ordinary shares at the beginming of the financiat penod, or their date of appointmant if later, and at the end of the
financial penod are set aut below

Name Pra [PO* PRE IPO % ALIPO 311208 Total %
{shares of 100p) [shares of 02p}  (shares of 0 2p)
Simon Emblay 201,000 965 1,587,150 1,587,750 730%
Dean Falding 160,800 772 6,070,200 6,070,200 584%
Petor Halos - - - - -
Paul Latham 180,900 868 6,828,975 6,828,975 657%
Rogar Matthews - - 49,382 49,382 054%
Mark Morns - - 17,283 17,283 002%
Mark Warburton - - 4,938 4,938 0005%

*Prior to the flotation, LSL undertook o restructunng exarcise whereby ordinary shares of 10p @ach wers subdmded into shares of D.2p each Details of this restructuring 1s set out
in the prospectus tssuad by LSL at flotation.

In addition to the abava, Simon Embley acquirad an option to acquire 4,648 ordinary sharas in three years tme at a price of £1 74 per shara as part of LSLs
Save as You Earn scheme in January 2007

Details of the executive directors’ service agreements and the non executive directors’ letters of appointment are set out in the Remunaration Report.

Save for these interests, no diractor was matanally interestad in eny contract duning tha financial peniod that 1s or was significant to the business of the
Group or any subsidiary undertaking

Auditors

Ernst & Young LLP are the external audrtors of the Group and their reappointment ta this role and the authonty for their remuneretion to be determined by the
diractors will be proposed at the AGM Details of LSUs policy dasigned to safaguard the indepandence and objectivity of the external auditor 1s included in
the Corporate Governance section of this report.

Share Capital
Details of the changes in the share caprtal are set out in nota 22 of the Fnancial Statemants

A renewal of the authority for the directors to allat unissued ordinary shares and a ranewal of therr power to dis-apply statutory pre-emption nghts will be
proposed at the AGM
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Report of the Directors {continued)

Shareholders
As at 5 March 2007, tha shareholders set out below have an interast in 3% or more of the issued ordinary shares

Ordinary Shares %
of D 2p

Institutions
Barclays industrial Investments 8,789,310 8 45%
Barclays PVLP Partner Ltd 3844110 370%
BPE General Partner Limttad 15,861,630 1523%
Chase Nominess Limited 7575084 731%
HSBC Globa! Custody Nominaes (UK) 4,162,835 4%
Morstan Nominees Limited 4,600,000 442%
Nortrust Nerminaes Limitad 4,112,042 403%
Vidacas Nominees Limitad 6,146,076 590%
Indwiduals {excluding executive directors)
David Newnes 5,311,425 510%

Chantable & Political Donations
LSL made chartable donations of £15,691 dunng the financial period No polttical contnbuttons were made dunng the financial panod

Creditors & Supplier Payment Pelicy

LSU's normal terms ara to make payment in accordance with supplers’ terms af trade or within 30 days from the raceipt of sanices or invoices subject to
satsfactory perfarmance by the supplier At 31 December 2006, LSL Praperty Services plc had no trede cradrtors outstanding The payment terms of
individuel operating substdianies ara disclosed i thair accounts

Going Concern

After making appropriate enquiries the directors consider that LSL and the Group have adequate resourcas to continue i eperational existence for the
foresesable future and for this reason have continued to adopt the going contern basis i prapanng the Financial Statements

Disclosere of Information to Auditors
Having made enquines of fallow directors and of the extarnal auditors, each of the current directors confirms that:

® to the best of s knowledge and belief, there 15 no informatien relevant to the preparation of this raport of which the external auditors ara unaware,
and

®  he has taken all the steps a director might reasonably be expacted to have taken to be aware of relevant audit mformation and to establish that the
externai audrtors are aware of that information

Directors’ Qualifying Third Party Indemnity Provisions

LSL has in its articles reserved the nght to grant its directors an indemmnity against habdity 1n respect of any proceedings brought by third parties, subject to
the condrtions set out in the Companies Act 1985 LSL has put in place 'Directors & Officers Liability’ insurance to cover itself for this hability
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Report of the Directors (continued)

Post Balance Sheet Event
On 7 February 2007, the Group acquired a majonty sharefiolding i ICIEA Limited, an estate agency businass

Approved by and signed on behalf of the Board of Directors

i

I

Sapitd Bed
Compeny Secretary

7 March 2007
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Corporate Governance Report

The directors recognise the value and importance of meeting the standards of corporate governanca set out in the Combined Code This part of the report
describes the corporate governance arrangemaents that are i place

During the Post Alotatien Penaod, LSL complied with the provisions of the Combined Code in all respects save for the following

& given that the pentod since flotation 1s short there are evaluatons, reviews and maetings required by the Combined Code, which would not have been
productiva +f they had taken place Itis the tntention of the directors that such avaluations, reviews and mestings will teke place in tha future The
relevant provision of the Combined Code 15 A6 (board evaluation), and

&  at flotation the directors decided not to appaint 8 senior independent director (as required by A1 of the Combined Coda) but expects ta meke an
appomntment during 2007 The two main responsibilitres for a semor independent diractor are to be a pont of contact for shareholders, whare the
normal lines ef communication have fatled or such contact s nappropriate, and to lead the appraisal of the Chairman by the non executive directors
The directors ware of the epinion that in the period immediately following flotauon this appaintment was unnecessary as the Chaimman and exscutive
diractors had to be given time to build a ralationship with LSU's new shareholders end the Chairman had to ba given tima to davelop his role before
being evaluated

The Board

The Board has seven members and it compnses the Chairman, three executive directors and three independent non executive diractors The diractors are
histad with their biographies in Directors’ Profiles There is a clear division of rasponsibilitias between tha Chairman, whase key responsibility 1s the effactive
running of the Board, and the Chiaf Executive, whose key responsibility 1s the runming of the businass There 1s a clear division of rasponsibtlies between
the running of the LSL Board and the executive responsibility for runmng LSL's business Na-gne individual has unfettared powers of decision

When Roger Matthews was appointed Chairman he was deemed to be independant under the prowisions of the Combined Code, his only other stignificant
commitments were charman of Land of Leather plc and sanior independent non exacutiva diractor at RHM plc Since then he has also become & non
executive diractor of MITIE Group ple

Copies of the executive directors’ service agraements and of the non exacutive directors” lettars of appointment are available for inspection at the
Registered Office during normal business hours and at each AGM

Notwithstanding the fact that Peter Hales and Mark Warburton have previously provided consultancy and advisory sennces respectivaly to subsidiaries of
LSL, the Board considers that all of the non executive directors were independent for the purposes of the Combined Code when appoimtad to the LSL Board
and fres from any business or other ralationship that could matanally interfere with the exercise of their independent judgement.

Each newly appointad diractor recewved an induction on tha responsibilities of a listad public company director and/or on LSUs business Theraaftar, LSL
provides the necessary resources for developing this understanding and knowledge

It 1s the intention dunng 2007 for the Chairman to facilitate discussions with directors on an evaluation of the perfarmance of the Board, the Board
Committaas and of individual directors The non executive directars will evaluate the Chairman’s parformance, after taking mta account the views of the
exgcutive directors Any issues ansing from the evaluations wall be subject to an action plan ta ensure that the diractors are individually and collectively
effective

During the peniod from flotation to 31 December 2006 the attendance of each of the directors et the meetings held while he was a Director or s Committee
member are set out below

Director Board Audt  Ramuneratian

Committee Committee
Roger Matthews 2 - -
Simon Embley 2 - -
Paul Latham 2 - -
Dean Felding 2 - -
Mark Morns 2 1 1
Peter Hales 2 i 1
Mark Warburton 2 1 1

No Nomuination Committoe meetings taok place dunng 2008 as none where required, howevar two meatings ara schedulad for 2007

In accordance with the articles of association, all the currant directors will retire at the AGM, and, bsing eligible, are intending to stand for re-slection at the
meeting At each subsequent AGM, all directors appointed since the pravious AGM and circa one-third of the remaining directors, including any directar
who has not baen elected or re-slacted at either of the two preceding AGMs, wili retira by rotation and may seek re-glaction
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Corporate Governance Report (continued)

Operation of the Board

The Board met twice in the period frem flotabon to the end of the financiel period on 31 December 2006 The attendance of directors at these meetings is set
out above In 2007 the Board 1s scheduled to meet eleven tmes and additonal maetings will be held as raquired

Dunng the Post Flotatan Pariod the non executive directors and the Chairman collactively ded not mest without the executive diractors baing present.
However, 1t 1s their intention that this will happen at least twice in 2007

The Board 1s pnmanly responsible for decisions on Group strategy, including approvat of strateqec plans, annual budgets, interim and full year financial
stataments and reports, dividend and accounting pelicies and all matenal caprtal projects, investmants and disposals, and the momtoning of financial
parformance agamst budget and forecast. There 1s a schedule of matters reserved for the Board which will be reviewed annually

The Board has adopted pnnciples of good boardroom practice which set out proceduras on how directors are givan accurate, imely and clear information
and how they can seek and obtain information or advice necessary for them te discharge their duties

The Board intends to undartake an evaluation of its own performance and that of its Committees and the mdividua! directors m 2007

Board Committees

The Board has delegatad specific responsibilities to three standing Commuttees of the Board Audit, Nomination and Remuneration The membership of these
Committees and a summary of their man duties under thewr terms of refarence are set out below The full terms of reference may be viewed on LSLs website
{www Islps co uk] Itis the intention that the Chairman of each of the Committeas wilt attend the AGM to answer any questions

Audit Committee

The Audit Commuttae i1s chaired by Mark Moms end its other members are Peter Hales and Mark Warburton It 1s expected to meet four tmes in 2007 LSLs
nternal and extarnal audrtors, the Chairman, the Chief Executive and the Group Finance Director may attend and speak st meetings of the Audit Committas
The Board 15 satisfied that Mark Morns has racent and relevant financial expenence as is required by the Combined Code

The Audit Committee met twice in the penad from flotattion on 21 November 2006 to the date of this report, including meating the external and internal
auditors A meating without the executive directars bemng present was held on 28 February 2007

The duties of the Audit Committas include monitoning the integnty of LSUs financtal statements, reviewing tha effectivaness of the internal control and nsk
management systems, reviewang procedures for handling any internal allegations, overseeing the internal audit function, overseeing the relationship with the
external auditor, and reviewing the scopa and results of audits

To guard against the objectivity and independence of the external auditors being compremised, the Audit Committee has adogted a pahicy under which any
servica provided hy the extarnal audrors must be approved by the Committee or ba wathin a pra-approvad category and & pra-approved fes limit.

The pahcy stpulates restrictions and praceduras n relation to tha allocation of nen audit work to the auditor These include catagones of work, which
cannot be allocated to the audrtor, and categonas of work which may be allocated to the auditor, subject to certain provisions as to matenality, nature of
work, or the approval of the Audit Committes The Audit Committea 1s kept informed of the fees paid to the auditar in all capzcities

The split betwean audit and non audit feas for 2006 appears at note 9 to the Accounts The non aude fees related predominantly to Emst & Young’s role as
the reporting accountant on the flotaton The amount and natura of non audit fees ere considered by the Committae not to affact the independance or
objectivity of the axternal audritor

Nomination Committee

Roger Matthews 15 the Chairman of the Nomination Committes and the other membars of tha Committee are Mark Marns, Petar Hales and Mark Warburton
There has been ne requirement for the Nommatign Committee te meet in the Post Flotation Period but the Cammittea 1s schedufod to meet twice in 2007

The duties of the Nomination Committee tnclude reviewing tha structure, size and compostion of the Board, reviewing succassion plans for the diractors,
and making recommendations to the Board on membership of the Board and of its Commsttess

The current non executive directors were appoimnted by the executive directors as part of the flotation process The non exaecutive directors were selected
for ther mx of legal, financial, surveying and rasidential property services sxpenence

Remuneration Committee

The Remuneration Committaa is chaired by Petar Hales and its other members are Mark Morms and Mark Warburton It1s expactad to mast not less than
two times a year The Chairman and the Chief Executive Officer wall attand the mestings

The Remuneration Committee has responsibility for determining, within egreed terms of reference, LSLs policy on the remuneration of senior executives and
spacific remuneration packages for executive directors, including pension nghts and compensation payments ft is also responsible for making
racommendatiens for grants of options under the employee share schemes The Remuneration Report provides details of how the Committee has discharged
those duties
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Corporate Governance Report (continued)

The remunaration of non executive directors 1s a matter for the Board No directar or manager may be involved in any dacisions as to their own
remuneration

The Remuneration Committas met twace duning the Post Aotation Penod

Relations with Shareholders.

LSL maintaing a dialogus with institutional shareholders through individual meetings with semer management and the views of shareholders expressed |
duning these meetings are raported to the Board The main opportunity for non-institutional shareholders to queston the directars 15 at general meetings and

it 1s the intenbion of each of the directors to attend the AGM to be held at Buchanan Communications, 45 Moorgate, London EC2Y SAE on 23 May 2007,

starting at 2 30pm

Information about LSL may ba viewsd at anybma on LSL's wabsite {www sips co uk)

Mode! Code

LSL complies with a coda of sacunbes deahings in relation to its crdinary shares which 1s consistent with the Model Code published in the Listing Rules This
code applies to the directors and relevant employees of LSL

Internal Controls

The Board has averall responsibility for LSUs system of internal controls and for reviewing s effectiveness The system of internal control 1s an angoing
process designed in accordance with the guidance of the Turnbull Committee on “Internal Control” to identify, evaluate and manage sigmificant nsks faced by
LSL its aim 1s to manage, rather than eliminate, the nisk of failure to achiave business objactives and can provide only reasonable, and not absolute,
assurance agamst matenal misstatement or loss The internal controls are also in place to safeguard sharshelder investment and LSUs assets

Dunng the period from flotation to the date of this report the executive directors have continually identfied, evaluated and managed matenal nsks and
uncertainties faced by LSL which could have adversely affacted LSL's business, operating results and financial condition The effectiveness of the internal
control system and risk managemant process (3 kept under review by the Audit Committee and has bean raviewed by the Board The pnincigal risks and
uncertainties facing LSL are set out in the Rapoert of the Directors

LSL operates a management structure with dalagated authonty levels and functianal reporting lines and accountability It also operates a budgeting and
financial raporting system, which compares actual parformanca to budget and to the previous year an a monthly basis In addition, the executive directors
receve daily mformation on sates activity and weekly information on key result areas All capital expenditure and other purchases are subject to appropnate
authonsation procedures

The Group has an internal audit team, which has since tha flotation bean strengthened by the engagement of addrhonal rescurces Reports are submitted to
the Audit Committea and this, together with the internal controls systam and risk management process in place within LSL, allows the Board to monitor
financia! and operational parformance and compliance contrals on a continuing basis and to dentify and respend to business nsks as they anse

Approved by and signed on bhehalf of the Board of Directars

SapnaBedi
Company Secretary

7 March 2007
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Directors Remuneration Report

Details of the Remuneration Committee composition and responsibilities are set out in the Corporate Governance Report.

Remuneration Policy

LSL strategy has been designed to create shareholder velue and the aim of LSUs remunaration policy 15 to attract, retain and motvate diractors with the
experience and skills necessary to deliver that stretegy and to run LSL successfully

Diractors who held shares at the time of flotaben have retaned significant mterests in LSL's shares and will denve e prapartion of their regular incama from
dvidends and long-term income through the incraase in the pnce of these sharas For thase reasons the intarests of these diractors are closely aligned with
tha interests of the other shareholders

The payment of basic salanes, other cash and bensfits are not related to perfermance The payment of bonuses and the exercise of {ong-term incentives are
relatad to performancs, as set out balow

The remuneration of the Chairman and non executive directors 15 a matter for the Board No deirector may ba invelvad in any decisions as to their own
remuneration

Fees

The non executive directors fees ware fixed at the tme of flotation and will be reviewed periodically by the Board Nona of the exectitive directars hold non
executiva directorships of any other companies other than te represant the minority interests of the Group

Executive Directers’ Salaries

The basic salanes for 2007 of the exacutive directors were agreed at tha tme of the flotation, to take effect from the 1 Jenuary 2007 (These new salanes
were disclosed in the share offar document published on 16 November 2006} Details of the directors’ emoluments for 2006 are summarisad in the table over
the page |ses Directors Emeluments Table) Salanes are reviswed ennuelly but there 13 no abligation to make any increase The basic salsres were adjustsd
to reflect the medtan of the markat.

Performance Bonuses

Whore bonuses are granted, the Remunaration Committee will sst out the maximum amount that may be earned and the parformance conditons that must
be achieved befors payment 1s made These cendinons will be relevant, stratching and designed to enhance shareholder value

A benus arrangement has been put in place for the executive directars for 2007 Under the arrangement the maxmmum bonus payable to each of the
executive directors will be equal to 100% of basic salary ever the period The performance target allied to this target is LSL exceeding the budgetad
Underlying Operating Profit after payment of the maxumum bonus

The bonus reduces on a shding scale down to 0% of basic salary for a performance of 6% below budgeted Undertymg Opsrating Profit. The payment of any
bonus 15 discretionary and will be awardad by the Remunaration Committee

Long-term Incentives

A number of sentor management employees including the executve directors currently own 35% of LSL, and these employees ara subject to a mimmum two-
year lock-n commeneing on the date of hsting LSL has also established a long term incentive plan to ensura that al! key employaes are proparly
incentvised and fully committed to the long term growth of the business Whare gptions are granted the Remuneration Committes will determina the
individual grants and cntena that must be achigved befere options are exercised Thesa chteria will be stretching and challenging Prior to flotation, thrae
¢mployees raceived & grant of options under this schema, which in total emaunted to 130,512 options

A Deferred Bonus Plan was adopted by the Board on fiotation, howsver it1s currently intended that swards under this plan will not be made untd 2008

Executive Directars’ Pensions

The executive diractors pension scheme 1s a money purchase scheme and the aggregate amount set aside by LSL to provide pension, retirement or similar
benefits in relation to the executiva dirgctors in the financial year ended 31 December 2006 was £29,565 (2005 £27,711) This was made up as follows Simon
Embley £12,648, Dean Fetding £9,309, and Paul Latham £7,717

Annual Report and Accounts 2006 25




26

Directors Remuneration Report (continued)

Director Appointments

Non-Executive Diractor Date of Appointment
Roger Matthews 11 October 2006
Peter Hales 1 February 2005
Mark Morns 11 October 2006
Mark Warburton 11 Octobar 2006

Executive Director Service Arrangements

The executive directors have entered into service agreements with LSL, under which they are to remain empioyed on an ongoing basis, summanes of which
are set out below in the Directors Emoluments table

Each of the service agreements allows LSL to place the director on ‘garden leave’ for 8 maximum penod of six months in the avent the directer has given, or
15 given, notice to terminate thair employment. Each of the agreements also provide for the relevant executive director to receve medical insurance, Iife
assurance and permanent heath insurance as wall as a discretionary bonus (see Parformance Bonuses above for details relating to bonus awards} None of
the executive directors are entitled to any benefit on termination of his service agreement other than contractual benefits to be provided dunng any notice
period

Continuous Notice
Employment Perind Car
Since (both partias) Pension Allowance Holiday
Simon Emblay (CEQ) 3108 1983 9 months 10% employer contnbution ~ Allowanca (£10,000 p/a) 30 days
Dean Fielding (Group FD} 0105 1995 6 months 10% employer contnbution Allewance (£8,500 p/a} 30 days
Paul Latham {Deputy CEQ) 21111987 9 months 10% employer contribution Company Car 30 days

Non Executive Director Appointment Arrangements

Each of the non executive directors have letters of appommtment, which were tssued by LSL on appointment and which became effective on admission The
fees dua for such appointments are detailed in the Directors Emoluments table ovar the page Under the tarms of each letter of appointment, the
appontment 1s for an actual term of three years unless otherwisa terminated earher by, and at the discrstion of, erther party on three month's notice In
addiion, the appointments may be terminated by LSL for cause The non executive directors are not entitied to participate in LSLs executive remuneration
programmes of pension arrangements
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Directors Remuneration Report (continued)

Directors’ Emoluments table
Detalls of each director’s ramunerstion for the year ended 31 December 2006 are as follows

Salary & Fees Retated Benefits 2006 Total 2005 Tota!
Bonuses {excluding
pension}

Simon Embley
{Group CEO) £139,156 £185,217 £636 £295,009 £236,246
Dean Fielding
{Group Finance Director) £101,500 £113,246 £1,074 £215,820 £163,240
Peter Hales
{Non Executive Director) £34,906 - - £34,906 £22 947
Paul Latham
{Daputy CEO) £104,000 £124,800 £9,647 £238,247 £190,764
Roger Matthews (Chairman} £16,667 - - £16,667 -
Mark Morns {Non Exacutive Diractor) £5,833 - - £5,833 -
Mark Warburton
{Non Executive Director) £15,949 - - £15,949 £38,274

The above tabte forms part of the Financial Statements en which the auditors have expressed thewr opinion in their report

Shareholder Return - 21 November 2006 to 31 December 2006

This graph shows the valus, by the and of December 2008, of £100 invasted in LSL. Preperty Services ple on 21 Novembar 2008 compared with the value of
£100 \nvested i the FTSE All Share Index. The FTSE All Share Index has baen selected as a sufficientty broad merket index which 1s most comparabla to
LsL

Apprav and signed on behalf of the Board of Directors
Sapna i

Company Secratary
7 March 2007
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Corporate Social Responsibility

Sat out below ts LSUs carporate social responsibiiity statement, which apphes to LSL end its subsidiaries

LSL 1s & leading provider of residential property services in the UK It's pnncipal operations are rts surveying division (aparating under the brands of e surv
and Chancellors Associates), its estate agancy division {operating under the brands of Reeds Rains and Your Move), and 1ts financial services division
{including Linaar)

LSL prowides a broad range of property related services to customers, who are principally mortgage lendars and buyers and sellers of residential property
the UK

Set out below s LS1s corporate social responsibuity statement, which applies to the LSL Group of companies

1. Personnel

Information LSt ensures that employees are kept informed of Group sffarrs via information distibuted by post, e-mail or the intranet sites and meetings
involving diractors, managers and staff All Group employees ara encouraged to discuss oparational issues with their line managemant.

¢  Employes Share Schemes. Since istng on the London Stock Exchange in November 2006, LSL has launched a ‘Save As You Earn’ scheme (all Group
amployees wera invited to partcipate) and a ‘Long-Term Invastment’ plan for certan employees

®  Equal opportumties LSE (s commuittad to a pelicy of equal opportumity 1n employment, which s seen as a wital part in the success and growth of LSL.
Every effort 1s made to select, recruit, train and promote the best candidates based on suitabilrty for the job, to treat all employees and applicants fairly
regardless of race, sex, mantal status, nationality, ethnic onigin or disability, and to ensure that no employes suffars harassment or intimidation

®  Disabled employees: LSts policy 1s to provide employment and to make reasonable adjustment te accommodate disabled persons wherever the
requirements af the organisation will allow and if applications for employment are receved from suitable mdividuals If existing employees becomes
disabled evary reasonable effart will ba made to ensure that their employment with LSL can continue on a worthwhile basis with caresr epportunities
avallable to them

®  Health, safety and welfare at work LSL places greatimportanca on the health, safety and welfara of its employees Policies, group standards and
procedures are in place, which aim to identify and remove any hazardous areas, reduce matenal aisks of fire and accidents or injunes to employess
and visitors and, in conjuncion with its parsonnel policies, manage workplace stress levels

Health & Safety and Fire officers actvely implament LSLs policies, standards and procedures in all offices and branches in which LSL operates All
Health & Safety matters are reported to the LSL board of directors and suitable enhancements or improvements are made following recommendations
from the relavant business areas

To this end, LSL makss every reasonable effort ta provide safa end healthy warking condiions in all offices and branches Similarty, tt s the duty of all
amployees to exercise responsibility and to do everything to prevent injury to themselves end to others

The pelicy standards and proeedures are communicated to employees through contracts of employment, staff handbooks, operating manuals, bulletins,
the intranet sites and notice boards as appropriate

2. Environmental issues

LSL takes its responsibility for social, ethical and envirenmantal 1ssues very senously and recognises the importance of developing and maintatning high
standards

LSL commits ttself to all available processes and practicas that have the least impact on the enviranment and seeks to use all of its resources carefully
Employees are encoutaged to conserve all types of energy and to racycles or minimise waste products wherever possible

Group companies will assess and manage the enviranmantal impact of their operations by taking part in vanous recycling snd energy efficient practices so
thatrt can be an active partcipant in the sustainabls sociaty

LSL takes anvironmental aspects inte consideration when purchasing goods and services and whare possible prefer to use suppliers who respact the
envirenment and have an 150 14001 or an Environmental Management System

3. Stakeholder Interests (including Social and Ethical Issues)

While LSL1s accountable to shareholders, it takes into account the interest of all stakeholders including employees, customers and suppliers as well as the
local commurity, and the environment in which if's dnistans operate

Employees
Each Group company”

®  Providas clear and faiwr terms of amploymant,
®  Prowvides clean, healthy and safe working conditions

®  Has a fair remuneration policy everywhere it operates
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Corporate Social Responsibility (continued)

Strives for equal oppartunities for sl presant and potential employess
Encourages employeas to develop skils and prograss in therr caresers

Does not taterate any sexual, physical or mental harassment of employaes

Does not employ underage staff

Customers
Each Group company

®  Seeks to be honest and fair in its relationships with its customers
&  Provides the standards of product and service that have been agread

® Takes all reasonable steps to ensure the safaty and quality of products er services that it produces

Suppliers

Each Group company

®  Seeks to be honest and fair in its relationships with suppliers and subcontractors
®  Pays suppliers and subcontractors in accordance with agreed tarms

®  Has a policy not to affer, pay or accept bribes or substantial favours

®  Encourages suppliers and subcontractors to abide by the principles of this policy

Community and environment
Each Group company

®  Aums to be sensitive to the local communsty’s cultural, social and economic needs
®  Endeavours to protect and preserve the anvironment where It oparatas

®  From tme to tme make donations and sugport local and natienal charties

Shareholders and other suppliers of finance
Each Group company

® |5 financially accountabla to its shareholdars

Does not discnminate on grounds of colaur, ethme ongin, gender, age, religion, polical or ather opinion, disability or sexual onentation

&  Commumnicates to shareholders on all matters that are materal to an undarstanding of the future prospects of the organisation

®  Aims to protect shareholders’ funds, manage nsks and ensure funds are usad as agreed

4 Management commitment

The directors of LSL togather with the management teams of all Group companies have committed to undartake all staps nacessary to conform to the latter

and spirit of this policy and to ensure thet all Group employees are aware of its content and thew obligatons
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Statement of directors’ responsibilities in relation to the Group financial statements

The directars are responsible for prepanng the Annual Report and the Group financial stataments in accordance with appheable United Kingdom law and
those International Financial Reportmg Standards as adopted by the Eurcpean Unton

The directors are required to prepare Group financial statemants for each financial year which prasent fairly the financial pesrion of the Group and the
financial performance and cash flows of the Group for that paniod In prepanng those Group financial statements the directsrs are requirad to

®  salact suitable accounting policres in accordance with IAS B Accounting Policies, Changes in Accounting Estimates and Errors and then apply them
consistently,

®  present informaton, including accounting polcies, in a manner that provides relevant, rehiable, comparable and undarstendable information,

® provide addibhanal disclosures when comphiance wath the specific raquirements in [FRS 1s insufficient to enable users to understand the impact of
particular transactions, other events and condrbons on the Group's finencial postion and financial performanca, and

®  state that the Group has complied with IFRS, subjact to any matenal departures disclosed and explained in the financial statements

The directors are rasponsible for keeping proper accounting records which disclose with reasonable accuracy at any time the financia! position of the
Group and enable them to ensure that the Group financial statements comply with the Companies Act 1985 and Articla 4 of the |AS Regulation They are &lso
responsible for safeguarding the assets of the Group and hence for taking reasonable steps for the prevention and detactien of fraud and other rregulanties

LSLs financial statements are published on LSLs website in accordance with legislation in the United Kingdom governing the preparation and dissemination
of financial statements, which may vary from legislation 1n other junsdictions The maintenance and imtegnty of LSL's website is the responsibility of the
directors The directors’ responsibility also extends to the ongoing intagrity of the financial statements contained therain
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AUDITORS’ REPORT ON THE GROUP FINANCIAL STATEMENTS

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF LSL PROPERTY SERVICES PLC

We have audited the group financial statements of LSL Property Services plc for the year anded 31 December 2008 which compnse Group Income
Statement, the Group Balance Sheet, the Group Cash Flow Statement, the Statement of Group Recognised Income and Expense and the related notes 1 to
32 These group financial statements have been prepared under the accounting policies set out therein

We have raported separately on the parent company financiel statements of LSL Property Services ple for the year endad 31 December 2006 and on the
information n the Birectors’ Remuneration Report that1s described as having besn audrted

This report is made solely to the company’s members, as a body, in accordance with Section 235 of the Companies Act 1985 Cur audit work has been
undertaken so that wa might state to the compsny's members those matters we are raquired to state ta them in an auditers’ report and fer no other purpose
To the fullest extent permittad by law, we do not accept or assuma respansibility to anyene other than the company end the company’s members as a body,
for our audit wark, far this report, or for the opinions we have formed

Respective responsibiliies of directors and audrtors

The directors responsibibites for prepanng the Annual Report and the group financial statements 1n accordance with applicable United Kingdom law and
Intarnational Financial Reporting Standards (IFRS) as adopted by the Furopean Union are set out in the Statement of Diracters’ Responsibiliies

Our respansibiity 1s to audrt the group financial statements in accordance with relevant legal and regulatory requirements and International Standards on
Audrting (UK and lreland)

We raport to you our opinion as to whether the group financial statements give a true and fair view and whather the group financial statements have been
preperly prepared in eccordance with the Companies Act 1985 and Articls 4 of the IAS Regulation We also repert to you whether in our opinion the information
gwen in the directors’ report 1s consistent weth the financiat stataments The information given in the directors’ repart includes that spacific information
presented in the Business Review that is cross refered from the Business Review section of the directors report.

In additron we report to you if, in our opinion, wa have not receved all the information and explanations we require for our audt, or if information specified
by law regarding director’s remuneration and othar transactions 1s not disclosed

We raview whether the Corporate Governanca Statemant reflects the company’s compliance with the nine provisions of the 2003 Combined Coda spacified
for our rewiew by the Listing Rules of the Finaricial Servicas Authority, and we report if t does not. Wa are not required to consider whether the board s
statements en internal control cover all nsks and contrals, or ferm an opinton on the effectiveness af the group’s corperate governance procedures or its
risk and control proceduras

We read other information contained in the Annual Report and consider whathar 1t is consistant with the audited group financial statements The other
information comprises only the Director's Report, the unaudited part of the directar’s remuneration report, the Chairman’s Statement, Businass Review, the
Corporate Governance Report and tha Carporate Social Responsibility Statement. We consider the implicatians for our report f wa become aware of any
apparent misstatements or matenal inconsistencies with the group financial statements Qur responsibiliues do not extend to any other iformation

Basis of audit opinion

We conducted aur auditin accordance with Intemnational Standards on Auditing (UK and Ireland) 1ssued by the Auditing Practices Board An audit includes
examination, on a test basis, of evidence ralevant to the amounts and disclosures in the group financial statemants It alsg includes an assassment of the
significant estimates and judgments made by the directors in the preparation of the group financial statements, and of whethar the atcounting policias are
appropriate to the group’s circumstances, consistently applied and adequately disclosed

We plannad and performed our audit so as to obtain all the information and explanations which we considered necessary in order to provide us with
sufficrent evidence to give reasonabla assurance that the group financial statements are free from matenial misstatement, whether caused by freud or other
trregulanty or error In forming our opinion we also evaluated the overall adequacy of the presentation of information in the group financial statements

Opinion

In our opinign

& the group financial statements give a true and fair view, in sccordance with IFRS as adopted by the European Union, of the state of the group’s affairs
as at 31 December 2005 and of rts profit for the year then ended,

®&  the group financial statements have been properly prepared m accordance with the Companias Act 1985 and Articla 4 of the IAS Regulation, and
&  the information given in the directors’ rspjs 1s consistent W'Iﬂl the group financial statemants

Emhr (e —

Registered auditor
Leeds

7 March 2007
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Group income statement for the year

ended 3| December 2006

2006 2005
Note £000 £000
Revenue 3 197,451 134,871
Operating expensas
Employee costs 99,953 74338
Establishment costs 12274 9,598
Depreciation on property, plant and equipment 14 2,706 2.947
Other 51,928 31,085
{166,861) {117,945}
Other operating (ncome 7 1,763 1,783
Group operating profit bofore exceptional costs and amortisation 32,353 18,708
Amortisation of intangiblas 13 {5,452) [4,688)
Exceptionat costs (IPO costs) {3.519) -
Group operating profit 4 23387 14,020
Finance incoms 35 660 1,248
Finance costs 6 {a.929) {4,036}
Net financial costs {3.169) (2,788}
Profnt before tax 8 19,223 1n.232
Taxation 12 {5.847) {3,218}
Profnt for the year 3 13,376 8,014
Attnbutable to
Equity holders of the parent 13,058 8,018
Minonty interests px 18 (4}
13,376 8,014
Eamings per share expressed in pence por share restatad
Basic and diluted 10 231 150
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Statement of group recognised income and expense for the year ended 3| December 2006

2006 2005
£'000 £000
Total recogrised income and expense for the year:
Profit for the year attnbutable to
Equity holdsrs of the parant 13,058 8018
Minarty interest 18 {4)
Total profit for the year 13376 B,014

The accompanying notes are an integral part of these financial statements
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Group balance sheet as at 3| December 2006

2005 2005
Note E'000 £000
Non-current assets
Goodwill 13 £5.463 22,333
Other intangible assets 13 17,669 22 806
Property, plant and equipment 14 3N 5,081
Financial assets 15 148 493
Other debtors 16 s 120
Total non-current assets 87830 50,833
Current assots
Trade and other recevables 16 g7 3,772
Cash and cash equivalents 17 518 42,767
Total current assets 22,765 66,539
Total assots 110,595 1172372
Current habilities
Financial habilities 19 5,402 38,468
Trade and other payablas 18 35915 29,267
Current tax habilihes 5575 2,651
Provisions for liabilities and charges 20 130 59
Total current liabilities 43,022 70,445
Non-current habilities
Fingncial habihties 19 2,337 29,086
Deferred tax hability 12 3424 6,258
Provisiens for labihiues and charges 20 3,846 2,848
35,607 38,192
Net assots 25,966 8,735
Equity
Share capital 2 208 100
Share pramium account 23 5629 400
Share-based payment raserve 2 13 -
Investment in treasury shares 3 (298) -
Retained eamings 23 200143 7,356
25,966 1,856
Minonty interests 23 - 879
Total equity 25,965 8,735

The financial statements were approved by the Board on 7 March 2007 and ware signed on its behalf by
D A Fielding Director § D Embley Director

The accompanying notes ara an (ntegral part of thase financial stataments
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Group cash flow statement for the year ended 3|1 December 2006

Naote £000 £000 £000 £000
Cash generated from operating activities
Group operating profit before exceptional costs and amortrsation of
intangibles 3235 18,708
Adjustments to reconciie Group oparating profit to net casf mflows
from operating achvities
Depreciation 14 2,706 2,947
Loss/{profit} on sale of property, plant and equipment Fal {n
Ameunts written off available for sale financial assets 345 45
3072 2,986
Increase in trade and other receivables {4381) {1,954)
Increase in trade and othsr paysblas 9,657 3,017
8,348 4,049
Cash gensratad from operstions 40,701 22,157
Interest paid {3272} {(3.274}
Dindends pard on ‘B’ shares pnor ta listing (1.3210) -
Tax paid (5.852) {10,444) (2,474} (5,748)
Net cash from operating activities 30.257 17,008
Cash flows from investing activities
Purchase of subsidiary undartakings, minoriy intarest
and commercial business 25 {38,438} (16,614
Reimbursement of purchase consideration related to acquisiions in 2004 - 555
Interest raceved 650 1,248
Purchase of proparty, plant and equipmant 14 {2073} {1,808}
Proceeds from sale of property, plant and equipment 6,134 819
Purchase of avallable for sale financial assats - {493)
et cash expended from investing activities {33,728) {16,230
Cash flows from financing activittes
Repaymant of long term loans (42,075) {7,300)
Proceeds from |ong term loans k<L) E) -
Purchase of treasury shares (2s8) -
IPO costs {3,514) -
Net cash used n financing activities (12473} (7,300
Net decreass in cash and cash equivalents {15,944} {6,581)
Cash and cash aquivalents at the beginning of the year 16,522 23,103
Cash and cash equivalents at the end of the yaar 17 578 16,522
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Notes to the group financial statements

1. Authorisation of financial statements and statement of compliance with 1FRSs

The Group financial statements of LSL Property Services plc for the yesr ended 31 December 2006 were authonsed for 1ssue by the board of the
directors on 7 March 2007 and the balance sheet was signed on the board s behalf by D A Felding and S D Embley LSL Property Services plc s a
listed company incorporated and dormciled in England & Wales and the Group operstes a network of estata agencies, a surveying business, a
convayancing business and other related businesses

The Group's financial stataments have baen preparad on a historical cost basis except for denvativa financial instrumants and available-for-sale
financial assets that have been measured et fair valug The Group’'s financial statements have been prepared in accordance with International
Financial Reporting Standards (IFRSs) as adoptad by the Eurcpean Union and as applied in accordance with the provisions of the Companies Act
1985 The pnincipal accounting pelicies adoptad by the Group are set out in nota 2

0n 12 October 2006, the parent cempany changed its name from Lending Selutions Limited to LSL Proparty Services ple and obtained hsting of rts
shares on the London Stock Exchange on 21 Novembar 2006

2. Accounting policies

Basis of preparation of financial information

The consolidated financial statements hava been prepared on a histarical cost basis, except for, danvative financial instruments and avaslable-
for-sale investments that have been meesured at fair value

The consolidated financial stataments hava also been prepared in accordance with IFRS as adepted by tha European Union and with those parts
of the Companiss Act 1985 applicable to compames reporting under IFRS

The accounting policies which follow set cut those policies which apply in prepanng the financial statements for the year ended 31 December
2006 The Group s financial statements are presented in Sterling end all values are rounded to the nearest thousand pounds {E000} except when
otherwise indicated

Judgements and astimates

The preparation of financial information in canformrty with IFRS as adopted by European Union requires management to make judgements,
sstimates and assumptions that affact the application of policies and reporting amounts of assets and hiabiliies, income and expenses The
estimates and associated assumptions are based on historicat expenence and vanous other factors that are believed to be reasonabla ynder the
circumstancas, the rasults of which form the basis of making the judgements about carrying values of assets and habilities that are not readily
apparent from other sources Actual results may differ from these estimates

The estmates and underlying assumptans are reviewad on an ongoing basis Revisions to accounting estimates are recognisad in the penod in
which the estimate 1s revised if the revision affacts only that pertod, or in the period of the rewision and futere pertods if the raviston affacts both
current and future penods

The key source of estmation uncertatnty that has a significant nsk of causing matansl adjustment to the carrying amounts of assets and
Irablties wathin the next financial year 1s the measurement and impairment of indefinite ife intangible assets (including goodwall) The
measurement of intangible assets othar than goedwill on a businass combiation involves estimation of future cash flows and the selection of &
suitable discount rate The Group determines whather indefinite life intangible assets are impaired on an annual basis and this requires an
estimation of the value in use of the cash generating units to which the intangible assets are allocated This involves estimation of future cash
flows and choostng a suitable discount rate (see note 13}

Basis of consolidation

The Group financial statements incarporate the financial statements of LSL Property Services plc and the entires controlled by the Company {its
subsidianes] for the year ended 31 December 2006 and 31 Cecember 2005 Control 1s achieved whera the Group has the power to govarn the
financial and operating policies of an investeo entity so as to obtain banefits from its activibies The financial statements of the subsidiaries are
prepared for the same reporting year as tha parent company, using consistent accounting policies

Tha results of the subsidianes scquired and dispased of dunng the year ara included in the consoltdated income statement from the date control
commencas untll the date that control ceases

Where necessary, adjustmants are mads to the financial statements of subsidianas to bring the accounting polictas in line with those usad by the
Group

The purchase methed of accounting 1s used for ell acquistions of subsidianes {your-mava co uk imsted, esurv Limited, Reeds Rains Limited,
Lending Solutions Limited, Lending Soluttons Holdings Limited, Homefast Property Lewyers Limited, Homeinspectors co uk Limitad, First Complete
Limited, Linear Mortgage Network Holdings Limited, Linear Mortgage Netwark Limited, Linear Financtal Services Holdings Limited, Linear
financial Serwices Limrted and Chancellors Associatas Limited)

Al intra-group transactions, balances, income and expenses are eliminated on conschdation

The Group scquired or established the operstians of your-move co uk Limited, esurv Limited and Lending Solutians Limited {fermarly Broomco
{3455)) dunng 2004
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Notes to the group financial statements (continued)

2 Accounting policies continued

Basis of consohidation {continued)

The Group acquired or established the operations of Homefast Property Lawyers Limited, Reeds Rams Limited, Homeinspectors co uk Limited,
First Complete Limited, Linear Mortgage Natwork Haldings Limited and Linear Mortgage Network Limited duning the year ended 31 December
2005

The above includes the results of Homefast Property Lawyers Limited for eleven months from 1 February to 31 December 2005, Reeds Rains
Limttad for three menths from 1 October to 31 Dacember 2005, Homainspectors co uk Limitad for five months from 1 August to 31 December 2005,
First Complete Limited for nine months from & Apri to 31 December 2005 and Linear Mortgage Network Holdings Limited and Linear Martgage
Network Limited for two months from 1 November to 31 December 2005

The Group acquired or established the operations of Linear Financial Services Holdings Limitad, Linear Financial Sarvices Limited and
Chancellors Associates duning the year ended 31 December 2006

The above includes the results of Linear Financial Services Holdings Limited, Linear Financial Services Limited and Chancellars Associates for six
months from T July to 31 December 2006

intangible assets
Goodwill

Business combinations on or after 1 July 2004 are accounted for under IFRS 3 using the purchase method Any excess of the cost of the
business combination over the Group’s interast in the net fair value of the identifiable assets, labiities and contmgent habilites 1s recognised in
the balance sheet as goadwill and i1s not amortised To the extent thet the net fair value of the acguired entty’s identifiabla assets, habilties and
contngant iabilities 15 greater than the cost of the investment, a gain 1s recognised immediatsly i the income statement. Geodwill recognised as
an assat as at 1 July 2004 1s recorded at its carrying amount under UK GAAP and i1s not amortised

After inival recognition, goodwill 1s stated at cost less any accumulated impairment losses, with the carrying value being reviewed for
ympairment, at least annually and whenever events or changes in circumstances indicate that the carrying value may be impaired A previously
recognised mpairment loss with respact to goodwll is not reversed in {atsr years

For tha purpose of impairment tasting, geodwall 1s allocated to the related cash-generating units monitered by management, usually at businass
segment level Where the recoverable amount of the cash-generating umit 1s less than its carrying amount, including goodwill, an impairment loss
1s recognised in the incoms statement.

The carrying amount of goodwill ellocated to a cash-genarating unit 15 taken 1nto account when detarmuining the gain or loss on disposal of the
unit, or of an operation within it

Other intangible assets
Intangible assets other than goodwill that are acquired by the Group are stated at cost less accumulated amortisation and impairment [osses

Expenditure on internally developed intangible assets, excluding development costs, is taken to the income statement in the year in which itis
incurred Expenditure relating to clearty defined and 1dentfiable development projects 1s recognised as an intangible asset only after all the
fallowing critenia are met

@  the project’s technical faasibility and commercsal viability can ba demonstrated,
e the svaillability of adequate tachmcal and financial resourcas and an intention to complete the project have been confirmed, and
& the correlation between development costs and future revenues has been established

The carrymg value of capralised development expenditure 15 reviewed for impairment annually before being brought into use

Amortisation

Amortisation 1s charged to the inceme statement en a straight line basis over the estimated useful lives of intangible assets unless such lives are
indefinite as follows

Customer contracts

Estate agency customer contracts —ten years
Surveying customar contracts — between threa and five years
Rinancial services customer contracts —thrae years
General insurance renewal
commission contracts — batwean six and ten years
Lettings contracts - fifteen manths
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Notes to the group financial statements (continued)

2. Accounting policies (contnued)

Other intangible asseats (continued)

Amortisation (continued)

Order baok
Estata agency pipeling - six months
Surveying pipeline - one week
Estate agency register - twelve months
Others
Franchise agreemants —ten years
In-house software —three years

The carmying value of intangible assets 1s reviewed for impairment whenaver events or changes in circumstances indicate the carrying value
may not he racaverable

Brand names are not amorbised as the directors are of the opinton that they have an ndefinite useful life This 15 basad on the expectation of the
directors that there 1s no foreseeable imit to the period over which the asset 1s expected to generate net cash inflows to the businesses and the
directors are confidant that trademark registratian renewals will be filad at the appropriata tune and sufficient investment will be made in terms
of marketing and commumcation to mamtain the value inherent in the brand

The carrying value of intangible assets with indefinite useful ife 18 reviewed for impairment, at least annually and whenever events or changes in
circumstances indicate that the carnying value may be imparred

Impairment

The Group assesses at each reporting date whather there 1s an indication that an asset may be impaired If any such indication exists, or when
annual impairment testing for an asset 15 requirad, the Group makes an estmate of the asset’s recoverable amount. An asset's recoverable
amount Is the higher of an asset’s or cash-generating undt's fair value less costs to sell and its value in use and 13 determined for an indnidual
asset, unlass the assat doas not generate cash inflows that are largely independant of thosa from othar assets or Groups of assets Whara the
carrying amount of an asset exceeds 1ts recoverable amount, the asset 1s considerad impaired and 1s written down to its recoverable amount. In
ass6ssing value m use, tho esumatad future cash flows are discounted to their presant value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the nsks spacific to the azset. Impairment losses of continuing operatiens ara recognised In
the income statement 1n those expense catagones consistent with the function of the iImpairad asset.

An assessmant 1s made at each reporling date a3 to whether there 13 &any indicahon that previously recogmssd impairment losses may no longer
exist or may have decreased If such indication axists, the recoverable amount 1s estimated A previously racognisad impairment [oss 1s reversad
only if there has been a change n the estmates used to determine the asset's recoverable amount since the last smparrment loss was
recogmsed If that s the case the carrying amount of the assat s increased to its recoverable amount. That increased amount cannet excead the
carrying amount that would have been determined, net of depreciation, had na impatrment loss been recognised for the asset in pnor years

Such reversal 1s recaogmised in profit or loss After such a reversal the depracration charge 1$ adjusted 1n future pencds to allocate the asser’s
revised carnpng amount, less any residual velue, on a systematic basis over its remaining useful ife

Property, plant and equipment

Property, plant and equipmant are stated at cost less accumulated depreciation and impairment losses Depreciation 1s provided to wnte off cost

lass the estimated residual valua of property, plant and aquipmant by aqual annual insta!mants over thewr estimated useful economic lives as
follows

Office equipment, fixtures and fittngs ~ — over three to seven years

Computer equipment — over threo years

Motor vehicles - pvar four years

Leasehald improvamants - over the sharter of the lease term or ton years
Dwvidands

Equity dividends are recogmsed whan they becoms legally payable Inthe case of mterim drvdends to equity shareholdars, thus 15 when declared
by the directars In the case of final dvidends, this 1s when approved by the shareholders at the annual general meeting

Income taxes

Current tax assets and habihes are measured at the amount expected to be recoverad from or paid to the taxation authonties, based on tax
ratas and laws that are enacted or substantively enacted by the balance sheet date

Deferred incomae tax 15 racognised on all tamporary ditferences ansing between the tax bases of assets and habilities and their carrying amounts
in the financial statements, with the following exceptions

& whera the temporaty difference anses from the inat recogntion of goodwall or of an asset or liability in a transaction that 1s not 8 business
cambination that at the tma of the transacton affects nerther accounting ner taxable prafit or loss, and
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Notes to the group financial statements (continued)

2. Accounting policies (contnued)

Income taxes {continued)
& n respect of taxable temporary differences associated with investments in subsidianes, where the timing of the reversal of the temporary
differances can be controlled and it1s probable that the teamporary differences will not raversa in the foresasable future, and

®  doferred income tax assets are recognised anly to the extent that it is probable that taxable profit wall be availlable against which the
deductible temporary differences, carned forward tax credits or tax fosses can be utihsed

Deferred income tax assets and habilihes are measured on an undiscounted basis at the tax rates that ars expected to apply when the related
asset 1s realised or habity is setled, based on tax rates and laws enacted or substantively enacted at the balance shagt date

Income tax 1s charged or credited diractly to equity if 1t relates to items that are cradited or charged to equity Otherwise income tax is
recogmised in the income statement,

Share-based payment transactions

The shara option programme allows group employees to acquire shares of the Company The fair value of the options granted 1s recogrised as
an employee expense with a corresponding increass in equity in case of equity settled schemas The fair value 13 measured at grant date and
spread ovar tha pentad during which the employees hatoma uncendonally entitlad to the aptions The fawr value af the optons grantad is
measured using the Black Schales model, taking into account the terms and conditions upon which the options were granted Non-markst
vesting condrtions are teken into account by adjusting the number of equrty instruments expacted to vest at each balence sheet date so that,
ultimately, the cumulative amount recogmsed aver tha vesting pertad 1s based on the number of options that eventuslly vest. Markst vesting
cenditions are factorad into the fair value of the options granted As long as all other vesting condimions are satsfied, a charge 1s recognisad
wrespective of whether the market vesting condrbons are satisfisd The cumulative expense s not adjusted for failure to achieve a market
vestng condition

Treasury shares

Tha Group has an employae share trust (ESOT) for the granting of group shares to axecutives and semior employess Shares in tha Group hald by
the employee share trust are treated as treasury shares and presented in the balance sheet as a deduction from equity The finance costs and
administration costs relating to the ESOT are charged to the income statement. Dividends earnad on shares held in tha trust have been wawved
The shares are ignored for the purposes of calculating the Group’s earmings per shara

Leases
Group as a lessee

Leases where the lessor retams substantially all the risks and benefits of ownership of the asset are cfassifiad as eparating leases and rantals
payable are charged in the income statemant on a straight line basis over the lease term

Group as a lessor

Assets leased out under operating leases are included in property, plant and equipment and depreciated over their estimated useful ives Rental
income, including the effect of laase incentives, 1s recognised on a straight hne basis over the lease term

The determinatian of whether an arrangement is, or contains a lease Is based on the substance of the arrangement at inception date of whether
the fulfilment of the arrangement 1s depandent on the use of a specific asset or assots or the arrangement convays a nght to use the asset A
reassessment 1s made after mcepbon of the lease only if ona of the following appiies

{a} There s a change in contractual tarms, other than a renewal or extenston of the arrangement;

(b} Arenewal opion 1s exercised of extension granted, unless the term of the renewal or extansion was inrtrally ncluded in the lease term,
(¢} There s a change n the determination of whether fulfilment 1s dependant on a specified asset; or

{d} There s a substantal change to the asset

Whera a reassessment 1s made, lease accounting shall commence or cease from the date when the change n circumstances gave nse to the

reassessment for scenarios a), ¢} or d) and at the date of renewal or extension peried for scenario b}

Pensions

The Group operates a defined contnbution penston scheme for employees in certan Group companies The assets of the scheme are invested
and managed independantly of the finances of the Group The pension cost charge reprasents contributions payabls in the year
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Notes to the group financial statements (continued)

2. Accounting policies (continued)

Provisiens

A provision is recognised 1n the balance shest when the Group has a present legal or constructive obhigation as a result of a past avent, and it 1s
prabable that an outflow of economic benefits will be required to settle the obhigation If the effect is material, prowisions are determimned by
discounting the expected future cash flows at a pre-tax rate that refiects current market assessments of the ime value of money and, when
appropriate, the nisks specific to tha hability

Financial instruments

Financial assets and financial liabilthes are recegrised in the Group's Balance Sheet when the Group becomes a party to the contractual
provistons of the instrument. Fingncial assets are de-recogmised when the Group ne longer has the nghts to cash flows, the risks and rewards of
ownership or control of the asset Financial habiliies are de-recogmised when the obligation under the liability 15 discharged, cancslled or
expires All regular way purchases and sales of financial assets are recognised on the trade date, being the datae that the Group commits to
purchase or sell the asset. Reguler way transections require delivery of assets within the tmeframe generally estaklished by regulation or
convention in the market place The subsequent measuremant of financial assets depends on their classification

The Group's accounting policy for each category of financial instruments s as follows

Available-for-sale financial assets

Available-for-sala financial assets are those non-derivativa financial assets that are designated as such or are not classified as held to matunty,
loan and recewvables or fair value through profit or loss After initial recognition available-for-sale financial assets are measured at fair value with
gans or lasses baing racognised as a separate component of equity until the investmant 1s daracognised or until the investment s determined to
be impawed at which time the cumutative gain or loss previously reperted in egioty 1s included in the income statement. Where a reliable
indicator of fair value cannot be obtainad the assats are valued at cost.

Cash and short term deposits

Cash and short tarm deposits in the balance sheet compnise cash at bank and in hand and short term deposits with an oniginal matunty period of
three months ar less

For the purposes of the consolidated cash flow statement, cash and short tarm deposits consist of cash and short tarm deposits net of
outstanding bank everdrafts

Trade receivables

Trade recewvables do not carry any interest and are stated at their enginal invoiced value as reduced by appropnate allowances for estimated
irracoverable amounts

Trade recevablas ganerally have four to saven day payment terms in the estate agency busmess and thirty days in the surveying business
Provision 1s made when there 1s objective evidence that the Group will not be able to recaver balances in full Balances are written off when the
probability of recovery 15 assessed as being remote

Trade payables
Trade payables do not carry any interest and are stated at their onginal invoice valua

Interest bearing loans and borrowings

Ali loans and borrowings are inrhally recogrnised at far value less directly attnibutable transachon costs After initial recegnition, interest-beanng
loans and borrowings are subsequently measured at amortised cost using the effective intarest method Gains and lossas anising on repurchase,
settlement or otherwise cancellation of habilies are recogrused respectively in investment income and finance costs

Finance costs comprise interest payable on borrowings calcutated at the effective interest rate method and recognised on an accruals basis,
togathar with dvidends paid

Borrowing costs are recognised as an expense whan incurred

Dervative financial instruments

The Group usas danvatva financtal instrumants such as nterest rate caps to hedge its nsks associated with intarast rate fluctuations Such
derivative financial mstruments are stated at farr value The fair value of interest rate swep contracts 1s determined by reference to market
values for similar instruments

For those derivatives designated as hedges and for which hedge accounting is desired, the hedging ralationship 1s documented at its inception
This documentation identfies the hedging instrument, the hedged item or transaction, the nature of the nsk baing hadged and how effactivenass
will be measured throughout its duration Such hedges are expected at inception to be highly effective
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Notes to the group financial statements (continued)

2. Accounting policies (contnued)
Finaneial instruments (continued)

Dervative financial instruments {continued)

For the purpose of hedge accounting, hedges are classified as fair value hedges when hedging the expesura to changes in the fair value of a
recognised asset or hability or an unrecogmsed firm commitment; or cash flow hedges when hedging exposure to variability in cash flows that1s
either attributatble to a particular nsk associated with a recognised asset or habiliy or a highly probabla forecast transaction or the foreign
currency risk in an unrecognised firm commitment.

Any gans or losses ansing from changes in the fair valug of denvatives that do not qualify for hedge accounting are taken to the incoma
statement. The treatment of gains and losses ansing from revaluing denvatives designated as hedging instruments depends on the naturs of the
hedging relationshtp, as follows

Fair value hedges

For fair value hedges, the carrying amount of the hedged item |s adyusted for gains and losses attnbutabls to the nsk being hedged, tha dervative
1s remaasured at fair valua and gamns and lossas from both are taken to profit or loss For hedged items carned at amorhised cost, the adjustment
1$ amartised through the income statement such that it1s fully amortised by maturty When an unrecognised firm commrtment 1s designated as a
hedged item, this gives nise to an asset or hiability in the balance shest, representing the cumulative change in the fair value of the firm
commitment attributable to the hedged nsk.

The Group discentinues fair value hedge accounting If the hedging instrumant expires or 1s sold, terminated or exercised, the hadga no longer
meets the cnitena for hedge accounting or the Group revokes the designation

Cash flow hedges

For cash flow hedges, the effective portien of the gain or loss on the hedging instrument I1s recogmised directly in aquity, while tha ineffective
partion 15 recognised in profit or loss Amounts taken to equity are transfarrad to the income statemant when the hedged transaction affects
profit or loss, such as when a foracast sale or purchase eccurs Where the hedged tem is the cost of a non-financizl asset or hability, the
amounts taken to equity are transferred to the inihal cerrying amount of the non-financial asset or hability

If a ferecast transaction 1s no longer expectad to occur, amounts previously recognised in equity are transferred to profit or loss If the hadging
nstrument expires oris sold, terminated or exercised without replacement or rollover, or f its designatien as a hedge 1s revoked, amounts
previously recognised in equity remain in equity untl the forecast transaction occurs and are transferred to the income statement or to the initial
carrying amount of a non-financial asset or liability as above If the related transaction 1s not expectad to occur, the amount 1s taken to profit or
loss

Impairment of financial assets
Available-for-sale financial assets

If an available-for-sale financial asset 1s impairad, an amount comprising the diffarance betwesn its cost {net of any principsl payment and
amortisation) and its fair value 1s transfarred frem equity to the incomae statement. Reversals of impairment losses in respect of equity
mnstruments classified as available-for-sale are not racognised in the income statement.

Asseats carned at cost

If there 15 objectiva evidence that an impairment loss on an unquoted equity instrumant that i1s not carned at fair value because its fair value
cannot be reflably measured, the amount of the [oss 1s measured as the difference between the asset's cammying amount and the present value of
estimated future cash flows discounted at the current market rata of return for a similar financial assat.

Classification of shares as debt or equity

When shares are 1ssued, any component that craates a financal hability of the company or Group 1s presented as a hability in the balance sheet;
measured intally at fair value net of transaction costs and thereafter at amortised cost until extnguished on conversion or redemption The
corresponding dividends relating te the liabilty component are charged as interest expenss in the inceme statement. The inhal fair value of the
liability component is determined using a market rate for an equivalent liability without a conversion feature

The remainder of the proceeds on issue 15 allocated to the equity component and meluded in shareholders’ equity, net of transaction costs The
carrying amount of the equity component i1s not remeasured 1n subsaquent years Transactien costs are apportioned betwaan tha hiability and
equity components of the shares based on the allacation of proceeds to the liability and equity cemponents when the instruments are first
recognised

Revenue recogniticn

Revenus 1s recogmised to the extent that it 1s probable that the economic benafits will flow to the Group and the revenue can be reliably
measured Revenue 1s measured at the fair value of the consideration receivad, excluding discounts, rebates, VAT and other sales taxes or duty
The foliowing cntenia must also be met before revenue s recognised
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Notes to the group financial statements (continued)

2 Accounting policies (centnued)
Revenue Recognition (continued)

Rendering of services

Revenue from the exchange fees in the estate agency business 15 recogmsed by reference to the lagal exchange date of the housing transaction
Revenue from the supply of surveying services i1s recognised upon the completion of the profassional survey by the surveyor

Financial services income

Revenue from mortgape proceration fees 1s recogmsed by reference to the completion date of the mortgage on the housing transaction Revenue
from pelicy sales 1s recognised by reference to the data that the palicy 1s accepted by tha insurer

Intarest income

Ravenue 1s recognssed as interest accrues (using the effective intarest method — that 1s the rate that exactly discounts asttmatad future cash
receipts through the expected life of the finencial mstrument to the net carmying amount of the financial asset)

Rental income
Rental incoma including the effect of lease incentives from sub-let propertes 1s recegrised an a straight lina basis ovar the lease term

Exceptional items

The group presents as exceptional items on the face of the income statement, those matena!l items of income and expense which, because of the
nature and expected infrequency of the events giving nse to them, ment separate presantation to allow shareholders to understand better the
elements of financial parformance in the year, so as to faciditate companson with prior penods and to assess better trends in financial
performance

New standards and interpretatiens not applied

The IASB and IFRIE have issued the following standards and interpretations which are not effective at the balance sheet date or heve an
effoctiva date after the date of these financial statements

International Accounting Standards {IAS / IFRSs)

New standards

Effective date
IFAS 7  Financial Instruments Disclosures* 1 January 2007
{FRS8  Operating Segments 1 January 2009

Amendments to standards

iFRS 4  Rewised Guidance on Impleamenting {FRS 4 Insurance Contracts t
1AS1 Amendments to !AS 1 Presentation of Financial Statements Capital disclosures® 1 January 2007

* Adapted for use tn the European Union
1 Applies when an entrty adopts IFRS 7 Anancial Instruments Disclosures

International Financial Reporting Interpretations Committee (IFRIC)
New interpretations

Effective date

IFRIC7  Applying the Restatament Approach under |AS 29 Financiat Reporttng (n Hypennflationary Econamies* 1 March 2008

IFRIC8  Scope of IFRS 2* 1 May 2008
IFRICS  Reassessment of Embedded Denvatves® 1 June 2006
IFRIC 10 Intenm Financial Reporting and Impairment 1 November 2006
IFRIC11 IFRS 2 — Group and Treasury Share Transactions 1 March 2007
IFRIC 12 Service Concession Arrangements 1 January 2008

* Adopted for use in the European Unien

The Directors do not anticipate that the adoption of these standards and nterpretetions wall have & matgnalimpact an the Group’s financial
statements tn the penod of inttia) application

Upon adoption of IFRS 7, the Broup will have to disclose additional informaton about its financial instruments, therr significance and the nature
and extent of nisks that they give nse to Mora specificatly the Group will need to disclose the fair value of its financial instruments and its nsk
exposure in greater detail There will be no affect on reported income or net assets
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Notes to the group financial statements (continued)

3. Revenue

Revenue reprasents the amounts denived from the provision of goods and servicas which fall wathin the Group's ordinary activities, stated nat of
value added tax The revenue and pre-tax income 1s attributabla to the continuing activity of estate agency and related actvities and the
provision of surveying and valuation services on residental property The majonity of the revenus anses m the United Kingdom

Revenue disclosed in the income statement 1s analysed as follows

2006 2005

£000 £000
Revenue from services 192491 13481
Revenue 197,851 134,871
Rental mcome 1,218 1013
Finance revenue 660 1,248
Total rovenue 193,329 137,192

4. Segment reporting

The primary segment reparting format 1s determined to ba business segments as the Group's nisks and rates of return are affected predominantly
by differences in the products and services provided Secondary segment informatien (gecgraphic segment) has not been reported separately as
the majonty of the revenua and expanse arises n the United Kingdom and all assets are situated in the Unsted Kingdom

The estate agency sagment provides sarvices ralated to housing transactions via a network of high strast branchaes

The surveying and valuation segment provides a professional survey service of domestic properties to various lending corporatins

The financial services segment sells mortgages for a number of lenders and sells Iife assurance and critical (liness pelicies, ete for 8 number of

Insurance cempanias via the estate agency branch network.
Further details of the Group’s primary segments ara detailed below

Year ended 31 December 2006

Estate Surveying
agency and and
related valuation Financial
activities services services Unallocated Total
£000 £000 £000 £000 E'000
Income statement information
Segmental revenue 102,573 74,041 20,837 - 197451
Segmental result
- before exceptional costs and
amertisation of intanmbles 133712 21,008 (764} {1,263) 32353
- aftar sxcephonal costs and
amertisation of intangibles 11,669 18,261 {1,766} 411 23387
Finance income 660
Financa costs [4,824)
Profit bafore tax 19223
Income taxes {5.847)
Profit for the year 13375
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Notes to the group financial statements (continued)

4. Segment reporting (conunued)

Estata Surveying
agency and and
ratated valustion Financ:a!
activiies sarvices services Unallocated Total
E'000 £'000 £ 000 £000 000
Balance sheet information
Sogment assets 82312 28,552 16,800 281 110,585
Sagment habiliies {18,175} {19,625 {4,267) (44,562) {84.629)
Net assotsf{l1abtltias) 45,197 8927 12,533 {41,891) 25956
Other segment items
Capital expenditure 1,657 308 10 - 2073
Acquisiton of property, ptant and equipment on
acquisiton of substdianes - 27 16 - 43
Intangibles identified as part of IFRS 3 purchase
price allocation - 153 162 - 315
Dapreciabon (2,175} {454) {11 - (2.708)
Amortsation of intangible assets {1,703) {2,747) (1,002) - (5,452}
Professional indemnity claim provision - (1,882) - - {1,882}
Onerous lease provision (628} - - - (629}
Impairment of other debtors (62) - - - (62}
Imparrment of available for sale financial assets (345) - - - (345}
Year engded 31 December 2005
Estate Surveying
agency and and
related valuation Financial
achvities services savices Unallocated Total
£'000 £060 £000 £'o00 £000
Incomea statement information
Segmental revenua 63,842 51,018 14,011 - 13481
Segmental result
- before exceptional costs and
amortisation of intangibles 3,887 17.386 (1,954) 411) 18,708
— after exceptionsl costs and
amorbisation of intangibles 2,283 14,639 2,491) {411) 14,020
Finance mcome 1,248
Finance costs {4,036)
Profit before tax 11,232
Income taxes (3,218)
Profit for the year 8014
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Notes to the group financial statements (continued)

4. Segment reporting (continued

Estate Surveying
agoncy and and
related valustion Financial
activiies semvICes services Unallocated Total
E'000 £000 £'000 £000 £000
Balance sheot information
Sogment assets 38,368 22514 12,028 44,461 111,312
Segmant habilities {14,341) {15,000) {1.201} {78,095) (108,637}
Net assets/{l1abilities) 24,027 1514 10,828 (33.,634) 8,735
Other segment rtems
Capital expenditure 1,456 n 38 - 1,805
Acquisition of property, plant and equipment on
acquisiton of sebsidiaries 6,855 a2 57 - 6,954
Intangibles identified as part of IFRS 3 purchase
pnce allocaton 3,495 - 3,796 - 1291
Depreciation {2,395) (529) (B3} - {2.947)
Amortisation of intangible assats (1,404) {2,747) {537} - {4,688}
Professional indemnity ¢laim provision - {896) - - {896)
Onarous lease pravision {246) - - - (246)
5. Finance income
2006 2005
£'000 £000
Interest Income
Interest received on tax refunds 16 -
Interest raceivabla on funds invested 644 1,248
660 1,248
6. Finance costs
p. ] 2005
£000 £000
Interest:
Commoercigl loan 36 1
Interest paid to clients - 26
Bank interest 1168 -
Interest on bank loans repayable within five years 2300 2,846
Interest on bank loans repayable after five years - 1,163
Dividend paid on ‘B’ shares pnorto listing 1310 -
4824 4,038
Interest an bank loans includas the write off of unamortised loan arrangement feas of £780,000 (2005 nil)
1. Other operating income
2006 2005
£'000 £000
Rent receivable 1218 1,073
Other 545 ne
1,763 1,783
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Notes to the group financial statements {continued)

8. Profit before tax
Profit before tax is stated after charging/lcrediting}

2006 2005
£000 £'000
Auditors’ remuneration {note 9) 32
Operating iease rentals
Land and buildings 8,170 56,990
Plant and machinery 1,858 1,285
Depreciatien of property, plant and equipment 2,106 2947
Amortisation of intangible assets 5452 4,688
Rents recevable (1,218} {1,073
Loss/{profit} on disposal of property, plant and equipment 2 n
Impairment of other debtars -
Impawrment of avadablea for sale financial assets 355 46
9. Auditors’' remuneration
The remuneration of the auditors 1s further analysed as follows
Restated
2006 2005
£000 £000
Audit of the financial statementst 2 15
Cther fees to auditors
~ local statutory audnts for subsidianes 83 92
- gther services supplied pursuant to legislation 458 [}
- corporate finance services - 119
— other services 95 -
688 232

T £42,000 {2005 £15,000) of this relates to the Company
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Notes to the group financial statements (continued)

10. Earnings per share

Basic eamings per share amounts are calcutated by dwviding net profit for the year attnbutable to ordinary equity holders of the parent by the
weighted average number of ordinary shares outstanding dunng the year

Diluted sarmings por share amounts are calculated by dviding the net profit attributable to ordinary aquity helders of the parent by the weighted
average number of ardinary sheres outstanding during the year plus the weighted average number of ordinary shares that would be 1ssued on
the conversion of all the difutive potential ordinary shares into ordinary shares

Restatad

Weighted 2006 Werghted 2005

Profit averago Per share Profit average Per share

after tax number Amount after tax number Amount

£000 of shares Pance £000 of shares Pence

Basic EPS 13,058 56,622,461 231 8,018 50,600,000 160
Effact of dilutive share options - 14,303 - - - -
Dilutad EF$ 13,058 56,636,764 a 8018 50,000,000 160

On 25 July 2008, the numbar of shares in 1ssue increased to 1,037,158 of 10p each On 31 October 2006, the ordinary sharas of 10p each were
subdiwvided into grdinary shares of 0 2p each and a further 2,051,050 ordinary shares of 0 2p each were issued and the total number of shares
increased to 104,158,950

The comparatve figura for 2005 has bean restated to take account of tha subdivision of the ordinary shares into 0 2p shares as required by IAS
33 “Earnings per Share”

The Directors consider that the adjusted eamings shown below give a bettar and mors consistant indicatian of the Group s undertying
performance

2006 2005

£'000 £000
Profit aftar tax 13,058 8018
Adjusted after tax for
Exceptional costs 2460 -
Amorhsation of intangibles 3816 3,282
Dnidend on °B’ ordinary sharaes 1320 -
Share-based payment ] -
Adjusted profit after tax 20,663 11,300
11. Directors and employees
Remuneration of directors

2006 2005

£000 £000
Directers’ emoluments 812 618
Contributions to money purchase pension schemas 30 28

BA2 646

Consultancy fees and expenses of £21,773 (2005 £12,475) were also paid by the Group during the year
The number of directors who were members of Group money purchasa pension schemas dunng the year totalled 3 (2005 3)

The remuneration of the highest paid director amounted to £295,005 {2005 £233,555) excluding pension costs Group contnbutions to money
purchase pension schemes for that director amountad to £12,648 (2005 £12,153) i the year

Directors’ contnbutions to pansien schemes are matchad by the Group up to a maximum of 0% of pensionable eamings
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Notes to the group financial statements (continued)

11. Directors and employees {contnued)

Employee numbers and costs
The Group employs staff in its branches and head offices Aggregate payroll costs of these employees were

2006 2005
£000 £000
Wages and salanes 88,583 66,292
Social secunty costs 9,465 6,650
Pension costs 1492 1,386
Share-based payment expense (sea below} 13 -
99,953 74338

The maonthly staff numbers including directors) during the year averaged 3,351 {2005 2,969}
2006 2005
£000 £000
Estste agency and related activiies 2193 1,984
Surveying and valuabon services 813 683
Financial services 345 302
3351 2,969

All staff are emplayed m the provision of estate agency and related activities, the prowvision of survaying and valuation services on residential
property and the provision of financial services

Share-based payments

The Group operates a Long Term Incentive Scheme {an equrty-settled share-based remuneration schemal for certain employess Undar the Long
Term Incantive Scheme, the options vest if the indwvidual remains an employes of the Group after a three year penad, unless the indiwvidual has
left under certan ‘good [eaver terms n which case the options may vest earlier

2005 2005

Woighted Waightad

average average

exercisg exercise

price prica
£ Number £ Numbar
Outstanding ot 1 January - - - -
Granted dunng the year - 130,512 - -
Qutstanding ot 3% December - 130512 - -

There wera ng options exercisable at the end of the year (2005 none)
The weightad average fair valus of eptions granted dunng the year was £1 85

The following information s relevant in the detarmination of the fair value of shares awarded dunng the yaar under the equity-settiad shara-
based remuneration scheme operated by the Group

Equrty-settied
20056 2005
Option pneing model used Black
Scholss N/A
Weghted average share price at grant date (£) 217 -
Exarcise price {f} ml -
Weightad average contractual hife {years) 3 years -
Woeighted average remaining contractual life {years} 235 -
Expected volatility 35 -
Expected dividend growth rate % =
Risk-free intarast rate 5% -

The volatility assumption, measured st the standard deviation of expected share pnica raturns, 1s based on statistical analysis of competrior
ratios

The dwvidend yield assumpbien i1s basad on the fact that the shares awarded are not ¢hgible to recava dividends until the end of the vesting
penod
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Notes to the group financial statements (continued)

12. Taxation
{a) Tex on profit

Tax charged in the profit and loss account comprises

2006 2005
£000 £000
UK corporation tax — currant year 8918 5,276
—tax overprovided m prior year (142) (321)
- utidisaton of tax losses - (248}
8,776 4,707

Deferred tax
Ongination and reversel of temporary differences [2.529) {1,488}
Total tax in inceme statement 5847 3218

{b) Factors affecting tax charge for the year

The tax assessed in the profit and loss account 15 higher {2005 lower) than the standard UK corporatton tax rate, bacausa of the following
factors

2006 2005
£000 £000
Profit on ordinary activities bafore tax 19,223 11,232
Profit on ordinary activities multplied by rate of corporation tex rate in the UK of 30% 5767 3370
Disallowable expenses 1,564 451
Capital allowances in excess of depreciation [unrecagnised) - (72)
Movement tmn other unrecogmsed temporary differences - {155)
Amorhsation of intengible assets - 68
Recognitian of deferred tax asset on temporary differences previously not recognised (1,296) -
Uttisation of previcusly unrecogrused tax losses - (248)
Other {46) 15
5,989 3,539
Prior penod adjustments - current tax {142) 321}
Total taxation charge 5847 3,218
{c) Factors that may affoct future tax charges (unrecognised)
2006 2005
£000 £000
Property, plant and equipment temparary differances k- 2,691
Other temporary differencas 240 912
Losses 546 2,400
6,003

The deferred tax assets in respect of praparty, plant and aquipment temporary differences, other temparary differences and losses may ba
recoverable in the future and this 15 dependent on one of the subsidiary companies generating texable profits sufficient to ellow the uthisation of
these amounts These deferred tax assets can not be offset against profits alsawhere in the Group as they relats to losses brought forward
which can only be ofiset in the same company There 1s no time imit for utiisation of the above tax losses and other temporary ditferences
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Notes to the group financial statements (continued)

12. Taxation {contnued)
{d) Defarred tax

An analysis of the movements in deferred tax 15 as follows

006 2005
£000 £'000
Daferred tax hability at 1 January 6258 5,601
Deferred tax hability on recognition of separataly identifiable intangible assets on acquisition of subsidianes 95 2,146
Deferred tax credit in income statement for the year {note 12a) (2.929) {1,489)
Daferred tax hability at 31 December 3Aaz B,258
Analysed as
Depreciation in excess of capital allowances (1.154) (162)
Deferred tax hability on separately identifiable intangible assets {other than goodwili} not deduchble
{or tax purposes 5251 6,801
Other short-term temporary differences (673) {381)
3424 6,258
Deforrad tax cradit in incoms statament relatas to the following
2006 2005
£000 £000
Amortisation of non-deductible intangible assets 1,645 1,406
Depreciation n excess of capital allowance 992 B0
Other temporary differences 292 3
2929 1,489
13. Intangible assets
Goadwill
2005 2005
£o00 £000
Cost
At 1 January 22313 11,148
Acquisibon of subsidiary undartaking 127 11,810
Acquisition of surveying business 1810 130
Acquisiton of minorty intarestin axisting subsidianes 40,593 -
Reymbursement of purchese cansideration related to acquistuons n 2004 - (555)
At 31 December 65,163 22333
2006 2005
£000 £000
Carrying amount of goodwill by operating unit
your-move co uk (estate agency unit} 0722 3916
Resds Rans (estate agency unit) 15243 11,456
Hometast {estats agency unit) 130 130
56,055 15,502
Chancellors Associates (surveying unit} 1410 -
Bsurv {surveying unit} 6,677 6,677
8487 6,677
Linear Mortgage Network (financial services unit) 54 154
Linear Financial Sernices (financial services unit} 127 -
881 154
65,463 2,31

The acquistion of minonty interest s not a business combination and there 1s no specific accounting presenbed in IFRS for such a transaction
The group has elected to adopt the Parent entity extension method’ and the entire difference between the cost of acquisibon and the minanty

interest acquired 15 reflected as goodwill
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Notes to the group financial statements (continued)

13. Intangible assets (continued)

Goadwill icontinued)
Impairment of goodwill and other intangibles with indefimte useful lives

The carrying amount of goodwill by operating unit 1s given above The carrying amount of brand by operating untt1s as follows

2006 2008

£000 £000
your-move co uk {estate agency unit) 2510 2,510
Reeds Rains [estate agency unit) 1241 1,241
Total estate agency untt 31 3,751
esurv {surveying unit} 1281 1,281
Chancallors Associates [surveying umit) 153 -
Total survaying unit 1434 1,281
Financial services unit 38 -

5,223 5032

Goodwill acquired through business combinations and brends has been allocatad for impairment testng purpases to three cash-genersting units
as follows

o Estate agency cash-pensrating unity
®  Surveying cash-genarating unit, and
®  Ffnancial services unit

These represent the lowest level within the Group at which goodwill 1s monitared for intermal management purposes

Estate agency cash-generating unit

The recoverable amount of the Estate Agency umt has been determined basad on a value in usa calculation using cash flow projections based
on financial budgets approved by the board cavenng a thres-year penod The discount rata apphed to cash flow projections 1s 15% and cash
flows beyond the 3-year budget are extrapolated using a 2% growth reta This 1s based on the directors’ opinion that the Estate Agency units
market shara can be increased by 2% (including inflation)

Surveying cash-generating unit

The recoverable amount of the Survaying umt 15 elso determmed on a value in use basis using cash flow projections based on financial budgats
approved by the board covenng a three-year penod The discount fate apphed to the cash flow projactons 15 12.3% The growth rate used to
extrapolate the cash flows of the Surveying unit beyond the thrae-yaar period 13 1 5% This 13 basad on the directors’ opinion that the Surveying
units market share can not be increased andg therafore the growth rate 1s an inflationary increase only

Financial services cash-generating unit

The recoverable amount of the Financial Sarvices unit has been determined based on a value in use calcutation using cesh flow projections
based on financial budgets approved by the board covenng b three-year period The discount rate applied to cash flow projections 1s 15% and
cash flows beyond the 3-year budget are extrapolated using a 2% growth rate This is based on the directors’ opinion that tha Financial Services
urit’s market share can be incraased by 2%

Key assumptions used in value in use calculations
The calculation of value in use for both estate agency, surveying and financral services units (s most sensitive to the followang assumptions

®  Qross margin

®  discount rates

®  market share

®  growth rate used to extrapolate cash flows beyond the budget pened

Gross margins are based on average values achiaved in the three years preceding the start of the budget penod These are increased aver the
budget penod for anticipated efficiency improvements A factor of 2% per annum was appled for estate agency, 1 5% per annum for the
surveying unit and 2% per annum for the financial services unit. This 1s based on the opinion of the diractors
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Notes to the group financial statements {continued)

13. Intangible assets (conunued)
Goodwill icontinued)

Key assumptions used in value in use calculations {continued)

Discount rates reflect management's estmate of return on capital employed (ROCE} required in each busmess This is the benchmark used by
management to assess operating performance and to evaluate future capital investment proposals The rates appliad in the estate agency,
surveying and financial services unit budgets are based on the spread between current ROCE and base mterest rates, adjusted by the forward
interest rates at the end of the budget penod Forward rates are obtained from market quotations

Market share assumptions are important because, as well as using industry data for growth rates (as noted below) management assess how the
unit’s ralative position to its competrtors might change over the budget penod Management expects the Group's shere of the surveying markat to
be stabla over the budgst penod and expect 8 margmal growth in the estate agency and financial services units

Growth rate estimates ara based on managsment eshmateas Management s canfident that the growth rate would be achieved bassd on past
experience '

The results of the impairment tasts confirmed that there had been no impairment to the camying amount of goodwill held on the balance shest.

Sensitity to changes in assumptions
With regard to the assessment of value in use for each of the above units, management believes that no reasonably possible change in any of
the above key assumptions would cause the carrying value of the unit to exceed its recoverabla amount.

Other intangible assets

As gt 31 Decomber 2006,
General
Brand Customser Insurance Lettings Order
Names Contracts Renewals Contracts Book Others® Total
£000 £000 £000 £:000 £000 £000 £000

Cost
At 1 January 2008 5,032 14,458 5612 1,450 3435 1127 31,114
Ansing on acquisition
of subsidiaries 191 124 - - - - N5
At 11 Decamber 2006 5223 14,582 5,612 1,450 3435 1127 3428
Aggregate amorhsation
and impairment
At 1 January 2008 - 4,073 544 1,086 2,231 354 B8,308
Charge for the year - 2,883 745 364 1,184 276 5,452
At 31 Decomber 2006 - 6.956 1,289 1,450 3435 630 13,760
Carrying amoum
At 31 December 2006 5223 1,626 431 - -~ 197 17,669

* Others relate to in-house software and franchise agreements The fettings contracts and order book pipelines and registers acquired on
acquistion m July 2004 were fulty amortised by the end of 2006

As at 31 Dacember 2005,
General
Brand Customer Insurance Letzngs Order
Names Contracts Renowals Contracts Boak Others* Total
£'000 £000 £000 £000 £000 £000 £°000

Cost
At 1 January 2005 39 13,513 2,855 936 1,622 986 23,823
Ansing on acquisthions of
subsidianes 1,241 885 2,757 454 1,813 141 7.9
At 31 Decembar 2005 5032 14458 5612 1,450 3435 1121 31,178
Aggregate amortisation
and impairmeant
At 1 January 2005 - 1,343 143 398 1,622 13 3.620
Charge for tha year - 2,730 401 688 629 240 4,688
At 31 December 2005 - 407 544 1,086 2251 354 8308
Carrying amount
At 31 Decembar 2005 5032 10,385 5,068 368 1134 m 22 BiS
At 31 December 2004 319 12230 2712 538 - 8 20,203
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Notes to the group financial statements (continued)

13. Intangible assets (continued)

Other intangible assets (continued)

The brand valua relates to the following

®  your-mova co uk, a network of estate agencies and to esurv, a surveying company which ware acquired by the Graup in 2004,
® Heseds Rang, a network of estate agencies which were acquired by the Group in Dctober 2005,

®  Linear Financial Servicas, a financial services intermediary company which was acquired by the Group 1n July 2006, and

®  Chancellors Associates, a surveying business which was acquired by the Group in July 2006

The businesses are run as separata reporting units within the Group There have been no fundamental changes to the manner in which tha
busimesses have bean run since thair acquisiion and therefers the results of the businesses are considerad to be denwved from the brand names
nationally

All amortisation charges have been treated as an expense in the income statement. Brand names are not amortsed as the directors are of the
apinion that they have an indefimite useful ife This 1s based on tha expactation of the diractors that there 15 no foreseeabfe m:t to the parnod
over which the asset 1s expected to generate net cash inflows te the businesses and the directors are confident that trademark regsstration
renewals will be filed at the appropriate tme and sufficient investment will be made in terms of marketing and communication to maintain tha
value nherent in the brand

Carrying amount of brand value by operating umt

2006 2005
£000 £000
Estate agency 3,51 3,751
Survaying 1434 1,281
Finangial services 38 -
9223 5,032
14 Property, plant and equipment
As a1.31 December 2006
Fixtures,
fitings and
Land and Motor computer
bldings vehicles equipment Total
E'000 £000 £'000 £'000
Cost
At 1 Japuary 2006 3,595 425 15,023 19,043
Addmions 45 - 2,028 2,073
Acquired on acquisiion of subsidianes - - L] 43
Disposals {16) (288) {4,552} {4,856)
At 31 December 2006 3624 137 12,542 16,303
Depreciation
At 1 January 2005 2,872 306 10,784 13,962
Charge for the year 386 75 2,245 2,706
Disposals {15} {260) {3,411} {4,686}
At 31 Dacember 2006 3243 i 8,618 11,982
Carrying amount
At 31 December 2006 ko | 16 39 431
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Notes to the group financial statements (continued)

14. Property, plant and equipment (contnued)

As at 31 December 2005
Fixtures,
fitings and
Land and Motor camputer
buildings vehicles equipment Total
£000 £000 £000 £000
Cast
At 1 January 2005 4,188 449 9,504 14,141
Acquisition of subsidiaries 5,632 - 1322 6,954
Addrhons 57 - 1,748 1,805
Disposals (6,347} {24} - {6,371)
At 31 December 2005 3,530 425 12574 16,529
Depreciation
At 1 January 2005 2,356 182 6,019 8,557
Charge for the year 487 14 2318 2,947
Disposals (36) (20) - (56}
At 31 December 2005 280 36 8,335 11,448
€arrying amount
At 31 December 2005 1 19 4,239 5,081
At 31 Decembar 2004 1,832 %67 3,485 5,584
The net boek value of tand and buldings can be anaiysed as follows
2005 2005
£000 £000
Leasehold improvements m 123
30t 123
15. Financial assets
2006 2005
Availabla-far-sale investmants £000 £000
At 1 January and 31 Dacembar 493 -
Addrions - 493
49 433
Less Impairment provision |345) -
Carrying value 148 493

Available-for-sale financizl assets consist of mvestments in ordinary shares, which by thetr nature have no fixed matunty date or coupen rata
The above investments are in unlisted equity instruments and these ara carned at cost as the market value cannot be reliably measured

(n 18 August 2005, the Group acquired 67 ordinary shares of £1 each in Knight & Co Limited for a consideration of £45,000 This amaunted to a
40% sharsholding in that company

0On 15 November 2005, the Group acquired 180 ordinary shares of £1 each in GPEA Limited for a consideration of £447,761 This amounted to a
15.2% sharaholding in that company

In 2003, the Group acquirad 84 A ordinary share of £0 01 each in Hometrack Data Systems Limited for a consideration of £1 This amountad to a
14 19% sharehelding in that company

In 2005, the Group was swarded units in Openwaork Partnership LLP in return for the use of the partnership’s sanvices This amounted to a 2%
stake in the partnership

Managemant have reviewed the carrying amount of the investments for impairment at 31 December 2006 by refarence to the present value of
future cash flows and concluded that the investments were impaired by £345,000
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Notes to the group financial statements (continued)

16. Trade and other receivables

2006 2005
£000 £000
Current
Trade recevables 15011 14123
Other dabtors 27 6,031
Prepayments and accrued income 4,149 35618
2197 nIn
Non-current
Other debtors B3 120
Prepayments and accrued income 146 -
m 120
17. Cash and cash equivalents
2006 2005
£000 £000
Cash at bank and in hand (set off against RCF) - 25,207
Short - term deposits 578 17,560
578 42,767

Cash at bank earns nterest at floating rates based on daily bank ovemntght deposit rates Short-tarm deposits are made fer varying perods of
batween one day and three days depending on the immediate cash requirements of the Group, and eam interest at the respective short-term

deposit rates The fair value of cash and cash aquivalents 1s £0 6m (2005 £42 Bm) At 31 December 2006, the Group had available £46 7m of

undrawn committed borrowing labilihies in respact of which all conditons precaedent had been mat (2005 £8m)

For the purpose of the consolidatad cash flow statement, cash and cash equivalents compnsa the following st 31 December

2006 2005
E£'000 £000
Cash at bank and in hand - 25,207
Short — term deposits 578 17,560
578 42,767
Bank overdrafts - {26,245)
578 16,522

18. Trade and other payables
2006 2005
£000 £000
Trade payables 5.856 3,450
Other taxes end social security payable 6591 5,865
Other craditors 566 m
Accruals 23902 19,251
36,915 29,267
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Notes to the group financial statements (continued)

19. Financial liabilities

2006 2005
£'000 £000
Current
Bank averdrafts - 26,245
Bank ioans due within one year - sacured 41 9,845
Other loans due wrthin ons year — secured (B loan notes) 472 2,578
Other leans due within one year — unsecured 56 -
5,402 38,463
Non-current
Bank loans - secured 28,540 26,397
Dthar loans — secured [B loan notas) - 2589
Other leans due - unsecured 797 -
B’ ardinary shares - 100
29337 29,086

Arrangemaent fees of £780,000 have been writtan off to the incoma statemant in respect of the loans followang the rapayment of tha loans i July
2006

The bank loans totating £33 4m (2005 loans totalling £25 9m) are secured by a debenture over tha Group's assets excluding the following
substdianes, Lending Solutions Limited, First Comptete Limited, Linear Mortgage Network Holdings LUmited, Linear Mortgage Network Limitad,
Linear Financial Services Holdings Limited, Linear Financial Services Limited, Homeinspectors co uk Limited and Chancellors Associates Limited
Aloan of £0 5m {2005 £5 2m) s also guarantsed by the Group's bankars, Barclays Bank plc

The bank ioans refata to the revelving credit facity which 1s renewable on a monthly basis and can ba renewad for any amount as long as this
doas not exceed the maximum £79 5m facility The banking facthity expires i July 2007 but can be extended at that date for a further four years
until July 2010 There s also a further extension svaiable in July 2008 to extend the facility untl July 2011

Interest payable on the revelving credit facility amounted to £1 2m (2005 £0015m| The interest rate applicable to the faciny 1s LIBOR plus a
margin rata of 075 The margin rate 15 inked to the leverage ratio of the Group and the margn rate is reviawed at six monthly intervals

An unsecured bank loan of £116,000 15 outstanding to Barctays Bank plc by a group company This 1s repayable over five years unt! June 2010
and incurs interest at a fixed rate of 10%

An unsecured loan of £134,000 1s gutstanding to a drector of a group company by a group company This 1s repayable whan funds permit and
Incurs interest at a fixed rate of 6 5%

An unsecured loan of £601,000 1s vutstanding to a customer by a group company This 1s repayable when funds permit and incurs interest at the
current hank base rate

Loan notes which were guarantead by & debenture sacured over the assets of ons of tha subsidianes, your-move co uk kmited were repard in
July 2006 (2005 £102m}

‘B’ ardinary shares were classified as debt in 2005 have been raclassifiad as share caprtal as the loan debt thesa shares relatad to was repaid in
July 2006

Bank loans and loan notes in 1ssue at July 2006 were repaid in full in July 2006
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Notes to the group financial statements (continued)

20 Provisions for liabilities and charges

2006 2005

Professional Professional

Indemmity indemnity

claim Onerous clam Onarous

provision lonses Total pravision leasas Total
£000 £000 £000 £000 £000 £000
Balance at 1 January 2647 60 907 3123 895 4,018
Amounts utilised {697 (E]] (788) (756} {154] (910}
Amounts released {595 {59) (654} [616) {727 {1,343)
Provided in financtal year 1882 2 838 248 1,142
Balanco at 3t December . 739 3976 647 260 2,907
Currant - 130 130 - 59 59
Non-current 137 609 3846 2647 0 2,848
3237 739 3576 2,647 260 2,907

The professianal indemnity clasm provision relates to ongomg normal legal claims and (s the directors’ bast estimate of the likely outcome of such
clatms The proviston will be utifised as indwidual clasms ara settled Itis not possible to estimate the payout within one year and therefore all the

provision has been classified as non-current,

The provision for lease obligations ralates to obligations under leases an vacant propertties Tha provision is expected to be fully utihsad by

September 2013

21 Dhligations under leases

Operating leases

The Group had annual commitments in respect of non-cancellable operating leases for which no provision has been made tn these financial

statements Future msmimum rentals payable under these operating leases are as follows

005 2005

Land Plant Land Plant

and and and and
buildings machinery Tatal buildings machinary Total
£000 £000 £000 £000 £000 £000
Not later than one year 7139 2010 9,149 8,488 1,515 8,003

After one year but nat more than

five years 19,7115 531 22248 18,269 1,515 19,784
Aftar five yoars 15,388 2 15,330 13,930 - 13,990
42,242 4,545 45,787 38,747 3,030 41,777

The Group had annual commited revenue in respect of non-cancellable operating leases for which no accrual has been made in these financial
statements Futura mimimum rantals receivable under non-cancallable operating leasas ara as follows

22006 2005

Land Land

and and

butldings buwldings

£000 £000

Not later than one year 355 e
After one year but not more than five years 587 B44
After five yoars 539 651
148 1,674
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Notes to the group financial statements (continued)

22, Share capital

2006 2005
Shares £°000 Shares £000
Authonsed
‘A ordinary shares of 10p each - - 1,083,332 108
‘B’ ordinary shares of 10p each - - 1,000,000 100
Ordwnary shares of 0 2p each 500,600,000 1,000 - -
500,000,000 1000 2,083,332 208
Issued and fully paid
At 1 Januery 1,000,000 100 1,000,000 100
‘B’ Ordinary shares convarted prior to listtng 1,000,000 100 - -
Sharae split 100,065,742 - - -
Issue of shares 2,093,208 B - -
At 31 December 104,158,550 208 1,000,000 100

The 1,000,000 °B’ ordinary shares were classified as deht in 2005 They hava been reclassified as shara capital as they ware convarted into
ordinary shares and were not entitled to any further cumulative dwvidend

On 25 July 2006, the Company issued 5,000 A’ crdinary shares of 10p each end 5,000 ‘B’ ordinary sharas of 10p each in exchange for the mmonty
interest {8 33%} in a subsidiary company, Lending Solutions Holdings Limited

On 25 July 2006, the Company 1ssuad 32,156 "A’ ordinary shares of 10p each in exchange for a 6 4852% sharsholding in a subsidiary company,
Reeds Rains Limited

On 31 October 2006, the ordinary shares of 10p each were subdvided inte one class of 0 2p shares
On 21 Navembar 2006, the Company 1ssuad 2,051,050 ordinery shares of 0 2p each in exchange for the return of warrants

23. Reconciliation of movements in equity

Shars
Share besed Investmant
Share premtum payment 1n treasury Retained Total Minonty
capital Account raservo shares samings aqurty interests Total
£000 £°000 £000 £.000 £000 £000 £'000 £'000
At 1 January 2005 100 400 - - {662} (162} - (162}
On acquisition of subsidianes - - - - - - 883 883
Profit for the year - - - - 8018 8,018 L] 8,014
At 1 January 2006 100 400 - - 135 7.856 8n 8,735
Debt reclassification 100 - - - - 100 - 100
Issue of shares 8 5229 - - - 5237 - 5237
Purchase of shares - - - (293} - (298} - (298}
On acquisitton of subsidiary - - - - - - - -
Acquisiion of minanty interest - - - - - - {1,197} {1197}
Share-hesed awards - - 13 - - 13 - 17
Profit for the year - - - - 13.058 13,058 s 13,376
Balance at 31 Decemher 2006 e 5629 13 {293) 20414 25,856 - 25,956

Share premium
The amount subscribad for share capital in excess of nominal valug less any costs attnbutable to the 1ssue of naw shares

Share-based payment reserve
This represents the amount provided in the year in raspect of share awards

Investment in treasury shares

The Company has an employee share trust (ESOT) for the granting of group shares te executives and seniar employees Shares in the Company
held by the amployee share trust are treated as treasury shares and presented in the balance sheet as a deduction from equity Dividends earned
on shares held in the trust have been waived The Company acguired 130,512 of its own shares via the trust in November 2005 The total amount
pard to acquire the shares was £297,920 The market valus of the sharas hefd by ESOT on 22 February 2007 was £313,000 The nominal value of
pach share1s 0 2p
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Notes to the group financial statements (continued)

24. Pensions costs and commitments
The Group operates defined contnibution pension schemes for all its directors and certain employees The assets of the schemes are held
separately from those of the Group in independently adnimisterad funds

The Group’s contribubans for old’ membars of the exisung defined contnbution secuon of the schema {those members who have always been in
this scheme) throughout 2006, were & maximum of 5% of pensionable salaries where members contribute and the cost of the death-in-service
benefits

The Group's contnibutions for ‘new’ members of the defined contnbution stakehalder scheme (thase members who were part of the Aviva
scheme untl the Group left the Aviva Group in 2004} throughout 2008, were 10% pensionsble salanes where members contribute and the cost of
the death-in-service bansfits

Total contributions to the defined contribution schemas in the year were £1 5m {2005 £1 4m)

There was an outstanding amount of £212,000 in respect of penstons as st 31 December 2005 (2005 £219,000}

25. Acquisitions during the year
Year ended 31 December 2006
The Group acquired the operations of Linear Financial Services Holdings Limited, Linear Financial Services Umited and Chancellors Associates

Limited duning this financial year The above includes the results of Linear Financial Services Holdings Limited and Linaar Financial Services
Limited for six months from 1 July to 31 Dacember 2006 and Chancellors Associates for six months from 1 July to 31 December 2006

On 5 July 2006 the Group acquired 56% of the share capital of Linear Financial Services Holdings Uumited, a mortgage intermediary business for
£6 n cash through a group company In tha year ended 31 Dacember 2006 the Linear Financial Services Group contnibuted & loss of £13,000 to
consolidated profit after tax

On 5 July 2006 the Group acquived 100% of tha share caprtal of Chancellors Associatas Limted through a group company Chancellors Associates
Limited then purchased selectad assets and habiliies of a surveying business for £1 9mn cash In the year ended 31 December 2005 the
company contnbuted a profit of £102,000 to censolidated profit after tax

On 25 July 2008, the Group acquired the munonity interest {8.33%) in a subsidiary company, Lending Salutions Holdings Limited for £34 7m in cash
and the 1ssue of 10,000 shares in the parent comgany

On 25 July 2006, the Group acquired a 6 4852% sharehalding in a subsidiary company, Reads Rains Limited for £300,000 in ¢cash and the tssue of
32,158 shares n the parent company

On 29 September 2008, the Group acquired the remaming 3 704% shareholding in a subsidiary company, Reeds Rains Limited for £1 5m tn cash

The acquisition of tha Linaar Financial Sarvices Holdings Limrted group had the following effect on tha Group’s essets and liabiltes

Boak Fasr value Fair

Value Adjustments value

£000 £000 £000
Intangible assets - 162 162
Property, plant and equipment 16 - 16
Trade and ather recewables 92 - 92
Cash and cash squivalonts 5 - 51
Trade and other payables (357) - (357)
Financsal iabiltes (655) - (655}
Corporation tax debtor 12 - 12
Defarred tax habiity - (48) {48)
Net habilities {841} 13 (727)
Booedwill ansing on acquisiton 1

Cash

Tha goodwill of £727,000 comprises the value of expected synergies ansing from the acquisthon
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Notes to the group financial statements (continued)

25. Acquisitions during the year (contnued)
The summansed ncome statement for the yaer ended 31 December 2006 15 as follows

60

Linear Financial

Services

Group

£000

Revenue 1,088
Oparating loss {20}
Finance income -
Finance costs {40)
Loss bafore tax {60)
Current tax liabifiies 18
Lass for the year ended 31 December 2006 (42}

The ravanue from the data of acquisiton on 1 July to 31 Dacember 2006 totalled £612,984 and the Joss for that perrod after tax totalled £12,927

The acguisition of the surveying business by Chancallors Associates Limited had the following effact on the Group's assets and labiliies

Book Fair value Fair

Valua Adjustments value

£000 £000 £'000
Intangible assets - 153 153
Property, plant and equipment 27 - 7
Defarred tax hability - {47) 47)
Net assets 27 106 133
Goodwall arising on acquisition 1810
Discharged by
Cash 1,943
The goodwill of £1,810,000 compnses the valua of expacted synergies ansing from the acquisition
The summarnsed income statament for the year ended 31 Decembar 2006 15 as follows

Chancellors
Assaciates
£ 000

Revenug 3344
Operating profit 1M
Amartisation {35)
Fnance income -
Finence costs -
Profit before tax 146
Taxation (a4}
Profit for the yeor ended 31 Bacember 2006 102

The ravanue from the date of the acquisiion of the surveying business on 1 July to 31 Dacembar 2006 totallad £3,344,474 and the profit for that

penod after tax totalled £102,182

The acquisition of tha 8 33% shareholding tn Lending Solutions Holdings Limited had the followang effect an the Group's assets and lrahilhities

Faar

value

£000

Goodwill ansing on acguisstion of minorty interast 36,806
Discharged by

Cash 34,700

Issus of shares at a premium 2,106

36,806
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Notes to the group financial statements (continued)

25. Acquisitions during the year (contnued)
The acquisttion of the 10 19% shargholding in Reads Rains Limited had the following effact on the Group's assets and habilies

Farr
value
£000
Minanty interast 1,197
Goodwili ansing on acquisthon 3,787
4,984
fhscharged by
Issue of shares at premium 3127
Costs associated with the acquisitions 2z
Cash 1835
4,931
Yaar ended 31 December 2005

The Group acquired the operations of Homefast Property Lawyers Limitad, Reaeds Rains Limited, Homemspectors co uk Limited, First Complete
Limited, Linear Mortgaga Network Holdings Limited and Linear Mortgage Netwark Limited duning the previous financial year The profit for the
previous year includes the rasults of Homefast Property Lawyers Limited for eleven months from 1 February to 31 December 2005, Reeds Rains
Limrted for three months from 1 October to 31 Decembar 2005, Homeinspectors co uk Limsted for five months from 1 August to 31 December 2005,
First Completa Limited for nine maonths from 6 Apni to 31 December 2005, Linear Mortgage Network Holdings Limited and Linear Mortgage
Network Lmited for two months from 1 November to 31 December 2005

The legal agreement in respect of the acquisiton of Reeds Rains Limited was signed on 10 October 2005, but refers to 30 September 2005 as the
effective date of transfer The legal agreement in respect of the acquisition of Linear Mortgage Network Haoldings Limited and Linear Mortgage
Network bimited was signed on 3 Novembar 2005, but refers to 31 Octobar 2005 as the effective date of transfer

On 1 February 2005 Lending Solutions Helding Limited acquired 77 50% of the shara capial of Homefast Property Lawyers Limited, a
canveyancing business for £600,000 in cash threugh a group company In the year to 31 Decembar 2005, the company contributed a foss of
£176,627 to consolidated profit befora tax Homefast Praperty Lawyers Limitad did not trade prior to 1 Fabruary 2005 There are no fair value
adjustments ansing on this acquisition as the directors are of the opmion thet the feir values are not sigmficantly different from their
carrying/book values

On 6 Apnil 2005 the Group acquired the entire shere captal of Frst Complete Limited for £1 1n cash In the year to 31 December 2005, the company
contributed a loss of £2,503 to censohdated profit before tax First Complete Limited did not trade prior to 6 Apnl 2005

0n 1 August 2005 the Group acquired 69 87% of the share capital of Homeinspectors Limited for £76,000 in cash The company provides training
courses to indiduals wishing to train 8s Homeinspectors in anticipation of the introduction of HIPS to the estate agency market in 2007 In the
year to 31 Decambar 2005, the company contnibuted a loss of £172,289 to consolidated profit before tax. Homainspactors Limited did not trads
pnor to 1 August 2005

On 1 October 2005 the Group acquired 82.34% of the share capital of Reeds Ra:ns Limrted for £24 2m The company operates an estate agency
network including a surveying busmess [n the yaar to 31 December 2005, the company contnbuted £1,917,73% to consolidated profit before tax In
the nine manths prior to the acquisitton, the company made a profit of £2,635,056 before tax

On 1 Navember 2005 the Group acquired 5353% of the share capital of Linear Mortgage Network Holdings Limited and Linear Mortgage Network
Limited for £152,172 1n cash Tha company cperates a financial services network. In the year to 31 December 2005, the company centributed e
loss of £116,255 to consolidated profit before tax In the ten months pnor to the acquisitton, the company mada a profit of £4,764 befare tax
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Notes to the group financial statements (continued)

25. Acquisitions during the year (ccnunued)

The combined effect of all acquistions dunng the previous year on the Group's assets and habilities 1s given below

Book Fair value Fair
value adjustments® valye
£000 £'000 £°000
Property, plant and equipment 1523 s 6,954
Other intangible assets - 1291 .M
Trade and other recevables 5872 {1.810) 4,062
Cash and cash equivalents an3 - 3013
Trade and other payables (4,403 (158) {4,561)
Proviston for [labilitries and chargas - (339) (339)
Current tax habilies (658) m (315)
Daferrad tax labilty ~ {2,146) {(z186)
Net assets 1347 6512 13,959
Minority tnterest {883}
Goodwsll arising on acquisiton 11,720
24816
Discharged by
Cash
Loan notes issued 18,240
5,189
Costs associated with the acquisiions 1,387
24816
*The adjustments relate to the fair value exercise done at acqwsrton resulting in changes as follows
£000
Adjustments due to reveluations 2,500
Adjustments to align accounting policies {1433)
Separately wdentifiable intangible assats 1.9
Defarrad tax Liabity {2,145}
6512
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Notes to the group financial statements (continued)

25. Acquisitions during the year (contnued)
The acquisition of Reeds Rains had the following effect on the Group's assets and habilihes

Book Fatr value Fair
value adjustments® value
£000 £000 £000

Property, plant and equipment 3226 34 6,657
Other mntangible assets - 7291 1291
Trade and other recevables 5513 1,810 3,703
Cash and cash equivalents 3117 - 317
Trade and other payables (a.223) (158) (4,382)
Other creditars and accruals - {339) {339)
Current tax Lamhbes {658} m (315)
Defarrad tax liability - [2.146) (2.146)
Net assets 5974 6,612 13,586
Minonty interest (883)
Goodwill ansing on acquisstion 11,45
24,159
Discharged by
Cash 11,583
Loan notes 1ssued 5,182
Costs associated with the acquisttians 1387
24,159

The goodwill of £11,456,000 compnises the value of assembled workforce of £1,912,000 which does net satisfy the ¢ritena for separate recogniion

under {FRS 3 and the value of expected synergies ansing from the acquisition

*The adjustments relate to the fair vatue exercise done at acquisiton resuthing in changes as follows

£000

Adjustments due to revalustion 2,900
Adjustments to align accaunting policies {1.433)
Separately identifiable intangible assets 729
Deferred tax lability {2.146)
6,612

The summarised income statement for the year ended 31 December 2005 15 as follows

Reeds

Rains

Limited

£000

Revenua 32,933
Operatng profit 4,250
Exceptignal items 518
Finance income 328
Finance costs -
Profit bafore tax 5,036
Current tax iabilities {1,213}
Profit for the year ended 31 December 2005 3,883

The revenue from the date of acquisition on 1 October to 31 December 2005 totalled £9,090,000 and the profit for that pencd after tax totalled

£2,075,561
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Notes to the group financial statements (conunued)

25. Acquisitions during the year (contnued)

The acquisitions of Linear Mortgage Network Holdings Limited and Linear Mortgage Network Limited had the following effect on the Group's
assets and labilibes

Book and
tar value
£000
Trade and other receivables 7
Cash and cash equivalents 24
Trade and other payables (28}
Nat assets 3
Goodwall arising on acquisitien 154
157
Discharged by
Cash 157
The goodwaill of £154,000 compnsas the value of expected synergies ansing from the acquission
The summarnsed income statement for the year ended 31 Decembar 2005 15 as follows
Linear
Mortgage
Noetwork
group
£7000
Revenua 48
Operating loss {116)
Finance costs 1
Loss before tax {117)
Current tax habilities -
Lass for the year ended 31 December 2005 117)

The revenue from the date of acquisiion on ¥ Nevembar to 31 Decembar 2005 totallad £nil and the loss for that parod after tax totalled £116,255

The acquisiuon of Homefast Proparty Lawyers Limited had tha following effact on the Group's assets and habilties

Book and

faur value

£000

Property, plant and equipment 297
Trade and other recaivables 2
Cash and cash equivalents {128}
Trade and other payables {151}
Net assets mn
Goodwill ansing on acquistion 130
Cash 5080

The goodwill of £130,000 campnises the value of expected synergias ansing from the acgquistign

26. Client monies

As at 31 December 2006, client monies held by subsidianes in approvad bank accounts amounted to £11,194,783 (2005 £9,030,089) Neither this
amount, nor the matching liakilities to the chents concerned are included in the Group balance sheet.
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Notes to the group financial statements (continued)

27. Financial instruments — risk management
The Group is exposed through its operations to one er more of the followang financial nisks

®  Cash flow interest rate nsk
®  Liquidity nisk
& Creditnsk

Palicy for managing these nisks 1s set up by tha Board following recommendations from the Group Finance Director Certain risks are managed
centrally, whils othars are managed [ocally following communtcations from the centre

The policy for each of the abave nisks 1s descnbed in more detail below

Cash flow interest rate risk

Itts currently Group pelicy that the majority of external Group borrowings are vaneble and fixed for perods no greater than one month This
policy 1s managed centrally Operations are not permitted to borrow from external sources Where the Group wishes te fix tha ameunt of external
vanable rate debt, it considers the use of cap products available to achieve the desired interest rate profile The Group purchased an mterest
rata cap im September 2004 to protect itself against fluctuating intarest rates on £259m of the Group’s borrovangs intially {reducing in ine with
the loan repayments} The borrowings tied to this cap wers repaid in July 2006 This cap restricts the LIBOR to 8% until 30 September 2006 and

6 5% until 30 September 2007 The cap expiras an 30 September 2007

The Group purchased a further interest rate cap in August 2006 to protect itself against fluctuating interest rates on £30m of the Group's
borrgwings inthally {reducing 1n kne with the faciity) This tap restricts the LIBOR to 6% on £30m of the facilty untit expiry on 24 August 2009 As
at the date of thesa financial statements, the cap has not been used as the prevailing LIBOR has been balow the abova rata Although the Group
accepts that this policy nerther protects the Group entirely from the nsk of paying rates in excess of current market rates nor elminates fully
cash flow risk associated with intarast payments, it considars that it achieves an appropriate balance of exposure to these nsks

Liquidity nisk

The liquidity risk of sach Group entity 15 managed centrally by the Group treasury function Tha Group's cash requirement 1s monitored closely

All surplus cash 1s held centrally to offset agatnst the Group's berrowings and reduce the interest payable The type of cash instrument used and
its matunty date will depend on the Group s forecast cash requirements The Group has 8 revelving credit facility with a major banking
corporation to manage fonger term borrowing requirements

Cradit risk

There ara no significant concentrations of credit nisk within the Group The Group 1s exposed to & credit nsk in respect of revenua transactons
{1 e turnover from customers) It1s Group policy, implemanted locally, to obtain appropriate details of new custemers before entaning into
contracts The majonty of customers use the Group’s services as part of a house sale transaction and conseguently the debt 1s pard from the
proceads realised from the sale of the housa by the vendor’s solicitor before the balance of funds 1s transferred to the vendor This mimmises the
risk of the debt not baing collected The maximum credit nsk exposure refating to financial assets is represented by carrying value as at the
balance shest date

Traasury polhicy 1s descnbad in note above The disclosures befow exclude shart term recawvables and payables which are pnmanly of a trading
nature and expected to be settled within normal commercial terms
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Notes to the group financial statements (continued)

27 Financial instruments — risk management (continued)

Interest rate risk profite of financial assets and hiabilities

The interest rata profile of the financiat assets and habilives of the Group as at 31 Docember 2006 1s as follows

Within More than
Fixed rate 1 year 1-2 yoars Z-3 years 3-4 yoars 4-5 years 5 years Total
£600 £000 £000 £000 £000 £000 £000
‘B’ Loan notes (472) - - - - - 472)
Unsecured loans {33) {168} (33) (1 - - (251)
Interest rate cap 45 2 12 - - - 79
Hoeating rate Within More than
1 year 1-2 years 2-3 yoars 3-4 years 4-5 years 5 yaars Total
£000 £000 E000 £000 £000 E0D0
Cash and cash equivalents 5718 - - - - - 578
Revolving credit facility (4,874) {28,540} - - - - {33,414)
Unsecured loans (23) (579} - - - - {602)
Repayment terms — 31 December 2006
®  Revolving cradit fecility i1s repayable when funds permit
®  Upsecured loan outstanding to Barclays Bank plc is repayable in 60 equal annuai instalments commencing 30 June 2005
®  Unsscured loan outstanding 1o a diractoer of a group company 1s repayable when funds permit
® Unsecured loan outstanding to  customer of a group company 1s repayable when funds permit
Tha intsrest rata profile of tha financial assets and habilias of the Group as at 31 December 2005 15 as follows
Fixed rate Within More than
1 year 1-2 years Z-1yenrs 34 years 4-5 years 5 yaars Total
£000 £000 £000 £000 £000 £000 £000
Secured loan notes - - - - {4,673} {5,535) {10,208)
‘B ordinary shares (with
cumutative dividend) - - - - - {100) (100}
‘B’ Loan notas {2,578) (2,589 - - - - {5,167
Interest rate cap 2 22 20 - - - 64
Foaung rate Within More than
1 year 1-2 years 2-1yeans 34 years 4-5 years 5 years Total
£000 £000 £000 E000 £000 £000 £00D
Cash and cash equivalents 42,767 - - - - - 42,767
Bank overdrafts 126,245) - - - - - {26,245)
Senior term loan {9,645) (6,417} {6,433) {3,219) - - {25,834)
The effective interest rate end the actual interest rate charged on the loans is as follows
Effactive rate Actual rate
Senior term loan 768% 72%
Secured loan notes 11 50% 100%
B loan notes 404% 36%
Revolving credit facility 511% 5%
Unsacured loans 703% 1013%
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Notes to the group financial statements (continued)

27. Finrancial instruments — risk management {continued)

Repayment terms — [

e  Secured loan notes are repayable in 3 equal annual nstalments commancing 30 June 2011

®  Semor tarm loan is repayable in 10 equal half yearly instalments commancing 31 Dacember 2004

In 2004, the lenders grantad the Group the nght to exercise a call option to require tham to subscnba for an addriional £5m in laan notes dua for
repayment batween 2011 and 2013 This call option was cancelled an $ January 2006

The senior term laan and the secured loan notes were repaid in July 2008 incurnng a penalty for early setlement of £938,000 on the secured loan
notes

Fair values of financial assets and financial liabilities

Set out below 15 a compansan by categery of carrying amounts and fair values of alt of the Group's financial instruments, that are carned in the
financial statements

2006 2005
Book Fair Book Fair
Value value Value valua
£000 £000 £00D0 £000
Financial assets
Cash end cash aguivalents 518 578 42,767 42,787
Financial habihires
Bank overdrafts - - {26,245) (26,245}
Interest-beanng loans and barrowings
Floating rate borrowings {34,016) {34,016} (25,834} {25,834)
Fixed rate borrowings {13) {723) {15,375) (15,375}
*B* Ordmary shares [with cumutative dividend) - - {100) (100}
Interest rate cap ¥ ] N 64 64

The fair values for the majority of the financial instruments have been caltulated by discounting the expected future cash flows at interest rates
prevailing for a comparable maturity penod for aach instrument. The fair values of the interast rate caps are datermined by rafarence to market
values for similar nstruments

28. Related party transactions

Compensation of key managemant parsonnel, all of whom are directors of the Company 1s gven in note 11 The detads of transacbans between
Group companies have not been disclosed as these are eiminated on consolidation

The bank toans disclosed in note 19 ara held with Barclays Bank plc Barclays Private Equity, a subsidiary of Barclays Bank ple, manages funds
which ara shareholders in the Company The loans are on normal commarcial terms

Consultancy feaes and resmbursemant of expanses to non-executive directors {nat of VAT) during 2006 was £31,000 {2005 £43,000) No amount was
outstanding by the Group as et 31 December 2006

There were no other related party transactions with directors in the year ended 31 December 2006

29. Reconciliation of net assets and profit under UK GAAP to IFRS

Exemptions applied

IFRS 1 allows first-time adepters certain exemptions from the general requirement to apply [FRSs as effective for December 2004 year ends
retrospectively The Group has taken the following exemptions

IFRS 3 Business Combmations has been applad to acquistions of subsidiaries that occurred on or after 1 July 2004

Certain items of property, plant and equipment were carned in the balance sheet on the basis of valuations performad in 2002 As allowed under
IFRS 1, the Group has elected to regard thase fair values as deemed caost as at the date of the revaluation

LSL Property Services ple reportad under UK GAAP in its previously published financial statements for the year ended 31 Dacember 2005 Tha
analysis below shows e reconctitation of net assets and profit reported under UK GAAP to the revised nst assets and profit under IFRS as
reportad tn these financial statements
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Notes to the group financial statements (continued)

29. Reconciliation of net assets and profit under UK GAAP to IFRS (contnued)
Reconciliation of profit for the year ended 31 December 2005 under UK GAAP to IFRS

Reversal of Amortisation Reversal of Interest rostated
goodwill of intangible amortisation at effective
UK GAAP amortisation assets on loan fees nterest rate {FRS
b c [ [}
£000 £000 £000 £000 £000 £000
Revenua 134,871 - - - - 134871
Operating expenses
Employee costs {74,338) - - - - 74338
Establishmant costs {9,596) - - - - 9,536
Depreciation on property,
plant and equipment (2,947) - - - - 2547
Othar (31,071 [ - - - 31,065
{117.952) 6 - - - {117,945)
Other operating income 1,783 - - - - 1,783
Group operating profit befere
amartisation 18,702 6 - - - 18,708
Amorusation {1,795) 1,566 (4,688) 29 - (4,688}
Group operating profit 16,907 15712 {4,688} 229 - 14020
Finance income 1,248 - - - - 1,248
Finance costs (3,702} - - - {334) {4,035}
Net financial costs [2,459) - - - {334) {2,788)
Profit before taxation 14,453 1572 14,688} m (33%) 11,232
Taxation (4,656) - 1,406 (69) 101 {3,218}
Profit for the year 9,797 1,512 (3,282) 160 {233) 8,014
Minority interests ] - 3 - - q
Profit for the year 9,798 1572 {3,279} 160 (233) 808
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Notes to the group financial statements (continued)

29. Reconciliation of net assets and profit under UK GAAP to IFRS (contirued
Reconcihiation of the transition of the balance sheet as at 31 December 2005 to IFRS

Reclassification
Reversal of of goodwill Amortisation
goadwill to other of intangible
UK GAAP Reclassification amortisation intangible assets assots IFRS
a ] ] c
£000 E'000 £000 E'000 £000 £000
ASSETS
Non-current assets
Goodwill 41,843 - 2,256 (21,766} - 23313
Other intangible assets - - - nn4 (8,308) 22,806
Property, plant and equipment 5,081 - - - - 5,081
Financial assets 433 - - - - 493
Other debtors 120 - - - - 120
Deferrad tax asset - 496 - {496} - -
Total non-current assats 41537 496 2,25 BB52 (8,208) 50,833
Current assets
Trade and other receivables 24,268 (496) - - - B
Cash and cash equivalents 16522 26,245 - - - 42,767
Total current assets 40,790 25,799 - - - 66,539
Total assets 88327 26,245 2,256 8,852 (8,308} 173712
Reconciliation of the transition of the balance sheet as at 31 December 2005 to IFRS
Rsclazufication
of goodwll Interest
Reversal of toothar  Amorksation Reversal of restated at
Reclassii- goodwill intangible  of intangible Employes  amoertisation wffuctive
UK GAAP cation  amortisation nasats assats benefits onioanfess  Intersst rate 1mS
a b [ [ d . []
£900 £om £000 £O00 £000 fa ] £000 £000 £000
EQUITY AND LIABILITIES
Capital and reservas
Share capital 200 (100} - - - - - - 100
Share pramwum account 400 - - - - - - - 400
Retained earmings 1,150 - 2,256 - (5,813) {85} 239 (390} 7,356
11,750 {100} 2,286 - (5,813) {86} 239 (330) 7,856
Minorty interests 882 - - - 3 - - - 879
12632 {100) 2,25 - {5.816) (86} 29 (330) 8,735
Noh-current habihities
Financial habilities 28,667 100 - - - - (178) 497 29,086
Defarrad tax hability - - - 8,852 {2.492) {39) 105 (168 6,258
Provision for habilihes
and charges 2,907 {59) - - - - - - 2,848
Total non-cuerent llabilities 3,574 L] - 8,852 (2,492} {39} (73) 329 38,182
Current habilitias
Financial liabilittes 12,328 26,245 - - - - {166} 61 38,468
Trade and other payables 29,142 - - - - 125 - - 29,267
Current tax hiabilihes 2,651 - - - - - - - 2,651
Provision for kabilities
and charges - 59 - - - - - - 59
LA 26304 - - - 125 {166} 81 70,845
Total egquuty and habiites 83,327 26,205 2.2% 8352 (8,308) - - - 117,372
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Notes to the group financial statements (continued)

29. Reconciliation of net assets and profit under UK GAAP to IFRS (continued)

Reconcifration of the transition of the balance sheet as at 31 Decembar 2004 to IFRS

Reclassification Farr valus
Reversal of of goodwill Amortisation  adjustment to
goodwill toother  of imtangible freehold
K GAAP Reclassification amortisation intangible assets assets property IFRS
a b 4 c f
£000 £000 £000 E£000 £000 £000 £000
ASSETS
Non-current assets
Goodwill 27,256 - B85 (18,578) - {115) 11,148
Dther ntangible assets - - - 23823 13,620 - 20,203
Praparty, plant and squipment 5,414 - - - - 170 5,584
Deferred tax asset - 445 - {445) - - -
Total non-current assets 325670 435 B85 6,700 |3.620) 55 36,935
Current assets
Trade and other recewvables 12,383 {445} - - - - 11,938
Cash and cash equivalents 23,103 147,418 - - - - 170,521
Total current assets 35,486 146,973 - - - - 182459
Total assets 68,156 147,018 685 6,700 (3.620} 55 219294
Reconcihation of the transiion of the balance sheet as at 31 December 2004 to IFRS
Reclassification
Reversal of of goodwall Amortisation
goodwill to other of intangible
UK GAAP Reclassification amortigation intangible assets assots Subtotal
a b c c
E000 £000 £000 £000 £009 £ 000
EQUITY AND LIABILITIES
Cepital and raserves
Share capitzl 200 {100) - - - 100
Share premium account 400 - - - - 400
Retained earnings 1,352 - 685 - (2,534} (497)
1952 (100) 685 - {2.534) 3
Non-current liabilities
Financial habilties 36,443 100 - - - 36,543
Trade and other payables 302 - - - - 302
Deferred tax habulity - - - 8,700 {1,086) 50614
Provision for habilities and charges 4018 (290} - - - 3,728
Total non-current habilities 40,763 {150} - 6,700 {1,086) 45,187
Current liabilities
Finangial llabilities 6,434 147,418 - - - 153,852
Trade and other payables 18,904 - - - - 18,904
Current tex habities 103 - - - - 103
Provision for habilities and charges - 290 - - - 290
2540 147,708 - 173,149
Total equity and liabilibes 68,156 147,418 685 6,700 {3,620) 219339
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Notes to the group financial statements (continued)

29. Reconciliation of net assets and profit under UK GAAP to IFRS icontinued
Reconciliation of the transition of the balance sheat as at 31 Decembar 2004 to IFRS (contnued)

Fair value
Roversal of Intarest restated adjustment
Employes amorusation at affective to froehold
Subtotal benefhits on loan faes intarest rate property IFAS
d [ [} 1
£000 £000 £'000 £000 £000 £000
EQUITY AND LIABILITIES
Cepital and reserves
Share capital 100 - - - - 100
Share premium account 400 - - - - 400
Retained earnings (497) 87 79 (157} - (662}
3 (€7) N (157) - (162)
Non-current habiliting
Intsrast bearing loans 36,543 - (115} 203 - w537
Trade and other payables 302 - - - - 302
Dafarrad tax hatility 5614 {3nl 36 {57} 55 5501
Prowviston for liabilities and charges 3728 - - - - 37128
Total non-current liabilihes 4,187 (37) (79) 142 55 45,268
Currant hahilities
Financial habilities 153,852 - - 15 - 153,867
Trade and other payables 18,904 129 - - - 19,028
Current tax liabilibes 103 - - - - 103
Provision for habiltias and charges 250 - - - -
173,145 124 - 15 - 173,268
Tota! equity and Liallities 219,333 - - - 55 219,39

Explanation of the reconciling items between UK GAAP to IFRS

@ Reclassification

Deafarrad tax asset

Under UK GAAP deferred taxation assets were classified in debtors dus within one year 1AS 12 requires that deferred taxation amounts be
clessified as non current assets Consequently deferred tax asset of £496,000 (2004 £445,000) has been reclassified from trade and other
receivables

Bank overdraft
Under UK GAAP cash and cash equivaients were shown net of outstanding bank overdraft. However, under IFRS bank overdraft of £26,245,000
{2004 £147,418,000) has been classified separataly under financial liabilities and cash and cash equivalents have been disclosed gross

Reclassification of ‘B’ sharas

On transttion to IFRS tha group has raclassified the 1,000,000 'B" ordinary shares 1ssued to BPE st thewr nominal value (£0 10 eech) as financial
habilives as these shares have a nght to cumulatve dnvidend and the present valus of the expectad dividend payout exceeds the proceads
racewed on issue of shares This has had the effect of transfernng £100,000 from tssued share cepital to non-current financial habilsues There
was np impact on profit in the year

Provisions

Under UK GAAP onerous lease provision expected to be uthsed within one year was not classified separately as current kability Under IFRS,
onerous lease prowvision of £59,000 (2004 £290,000) expected to be utlisad with in one year has been raclassified and disclosed under current
liabihyes
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Notes to the group financial statements (continued)

29. Reconciliation of net assets and profit under UK GAAP to IFRS (continued)
Explanation of the reconciling items between UK GAAP to IFRS icontinued)

b Reversal of goodwill amortisation

Under UK GAAP goodwill 1s reguired to ba amortised over its expected usetul life, and that life should not be greatar than 20 years Howaver,
under IAS36 Intangible asssts, amortisation of goodwill 1s not permited, instead goodwill should be reviewed annually for any impairment.

Under UK GAAP, amortisatien of £1,572,000 was charged in respect of subsidianes in the year to 31 December 2005 (2004 £685,000) Upon
transition to IFRS, these charges have been reversed and earrying valus of goodwill on 1 July 2004 has bean adoptad as the carrymng amount of
goodwwll In the opening IFRS balance shest.

¢ Reclassification of separately identifiable intangible assets on acqunsitron and amortisation of intangible assets

A wider range of Intangible assets are recogmssd under IFRS, particularty in respect of business combinations Under bath IFRS and UK GAAP,
an ntangible asset 1s an identifiable non-monetary asset without physical substance Under IAS 38, Intangible assets, an asset s tdentifiable
when it 15 separabla (that 1s, capable of being sold separately from the entity) or anses frem centractual or other legal nghts {ragardless of
whether those nghts are separable), whilst undar UK GAAP (FRS 10} the assets must ba capable of separate disposal without disposing of the
related business Where intangibles are identified in husiness combinations this has the impact of reducmg goodwill (which ts not amartised
under IFRS} and recognising other types of intangible assets, which are amortised over their estmated useful ives The following intangible
assets acquired as part of business combination of yeur-move co uk and esurv wera considered as separable and met the definition of intangible
assets under |AS 38

Order book {pipehne}

Whan the astate agency business and the surveying business were acquired by the Group, there was a pipeline of estate agency business
awarting legal exchange, a pipeline of registered vendors and a pipeline of surveys awatting mspection, the value of which transferred to the
group The pipeline 1s the number of ‘sale agread’ properes which will erther reach tegal exchange at some pomt in the futura or wall fafl
through These pipelines meet the definibion of intangible assets under IAS38 However, unlike most intangible assets, the pipelines unwind over s
short penod, normally six months for the estate agency pipeline awarting lagal exchange, twelve months for the estate agency register pipetine
and one waek for the survey pipeline In armving at the valuaben of the pipelines, an appropniats propartion of operating costs are allocated to
the pipaline in order to reflect the infrastructure required to manage tha pipstines through ta cempletion The pipelines at the date your-

meve ca uk and esurv were acquired by the group i 2004 were £1,516,000 and £106,000 respectively The pipeline an acquisitien of Reads Ramns
n 2005 was £1,813,000

Software

Atthe date that the estate agency business and the surveying businass ware acquired by the Greup, there was software devaloped ‘in-house’
which was used by each company, the valus of which transferred to the Group Under [AS 38, this software 1s required to be recognised as an
intangible asset. This s considered to have a useful ife of three years and the value of such software at the date of acquisiton of your-

move co uk and asurv by the Group in 2004 was £288,000 and £269,000 respactively and at the date of acquisihon of Reads Rams in 2005 was
£141,000

Contract related intangrblas

There were glso vanous contracts held by each company with external parties which generate income for the companies {customer ¢ontracts,
general insurance renewals contracts, letings contracts and franchise agreemants), the velus of which transferred to the Group The lettings
contracts are cancellable on notice and generally a landlord 15 considered to use the company’s services for an average of fifteen menths The
value of these contracts at the data your-move co uk was acquired by the group was £936,000 and the value of these contracts at the date Reeds
Rains was acquired in 2005 was £454,000 Customer contracts :n the survey business are legal contracts and generally cover a period of five
years The value of these contracts at the date esurv was acquired by the group was £13,285,000 Lettngs contract, customer contracts, general
nsurance renewals contracts and franchise agreemants in the estate agancy business are mamly legal contracts and ganarally cover a period
of ten years The value of these contracts at the date your-move co uk was acquired by the Sroup in 2004 was £3,571,000 and the value of these
contracts at the data Reeds Rains was acquirad by the Group in 2005 was £3,642,000

Brand
The Group has recognised £3,791,000 1n respect of the brand values of your-move co uk and esurv The brand value of Reeds Raing acquired in
2005 15 £1,241,000

Amertisaton
The intangible assets identfied separately have been amortsed over their estmated useful Ife The total amertisation in 2005 was £4,688,000
{2004 - £3,520,000)

d Employee benefits

The employees of the estate agency business and the surveying business are entitled to annual leave which accrues evenly over the year Under
UK GAAF, no accrual 13 made for the unused annual leave entilement of employees as at 31 Dacember 2004 However, undar AS19 Employee
benefits, an accrual should be made and therafore an accrual of £125,000 (2004 £124,000) has been mads by the Graup on transian to IFRS
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Notes to the group financial statements (continued)

29. Reconciliation of net assets and profit under UK GAAP to IFRS (conunued)
Explanation of the reconciling items between UK GAAP to IFRS {continued)

e Reversal of amortisation on loan arrangement fees and interest restated at the effective interest rate

Undar UK GAAP loan arrangement fees paid are required to be amortised over the {ifa of the financial loan borrowings However under IFRS the
loans and borrowings are required to be measured at amortsed cost using the effective interest rate Upon transition to IFRS, the amortisation of
loan arrangement fees of £229,000 (2004 £115,000) have been revarsed and raplaced by tha finance costs calculated using the effactive interast
rate resutting in increase in finance cost of £334,000 (2004 £209,000)

f  Famrvalue adjustment to freehold property

In early 2005, the estate agency business sold the remeining freehold property for £0 8Bm which exceeded the carrying value of the freehold
property stated in the Group's balance shest under UK GAAP as at 31 December 2004 In the 2005 UK GAAP financial statements this was
considered as adjustment to prior year fair values of assets acquired with consequent impact on goodwill On transitton to IFRS, the Group has
considared this as a fair value adjustment to freshold property acquired in 2004 This has had the effect of transfarning £170,000 from gopdwill to
property, plant and equipment. There was no impact on profit.

g Cash flow statement

The transiton from UK GAAP to IFRS has no effect upon the raported cashflows generated by the Group The IFRS cash flow statement 1s
presented in a different format from that required under UK GAAP with cashflows splitinto three categones of actvibies — operating activities,
invasting activities and finaneing actwibes The raconciling items between the UK GAAP presantatian and the IFRS presentation have no nat
impact on the cashflows genarated

The enly changes to the cash flow statement are presentationsl The key ones include
®  Presenting a statement showing movemants in cash and cash equivalents, rather than just cash

®  Classifying tax cash ftlows as relating to acperating activites

30. Capital commitments

2005 2005
£000 £000
Caprtal expenditure contractad for but not provided 2 124

31. Paost balance sheet event

In December 2006, the Group announced the details of a SAYE share schema available to ail group employees, commencing in January 2007 The
exercise price was set at £1 74 and the scheme axpires in thrae years

On 7 February 2007, the Group acquired a majority interest in a small estate agency business Tha business was valued at circa £3m, which
reflects its underlying profitabulity and its strong management and krand The group 18 in the process of ascertamning the fair value of the net
assets acquired
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Notes to the group financial statements {continued)

32. Principal subsidiary companies

The Graup owns directly or indirectly the followang 1ssued and fulty paid ordinary and praference share caprtal of its subsidiary undertakings, all
of which are incorporated in Great Bntain and whose oparatons are conducted mainly in the United Kingdom

Lending Soluttons Holdings Limited®
your-move co uk imitad

asurv Iimited™#

Lending Soluttons Limited

Homefast Proparty Lawyers Limited
Homeinspectors co ukLimited

First Complate Limitad

Reads Rains Limited*#

Linear Mortgage Network Holdings Limited
tinear Mortgage Network Limrted

tinear Financial Services Holdings Limited@
Linear Financial Services Limited@
Chancelfors Associates Limited@

* held directly by the Company

Ordinary shares
Ordinery shares
Ordinary shares
Ordinery shares
Ordinary sharas
Ordinary shares
Ordinary shares
Ordinary shares and non—
cumulative redeamable
preference shares
Ordinery shares
Ordinary shares
Ordinary shares
Ordinary shares
Ordinery shares

# 1n 2005 these wara held indirectly by the Company

@ acquired dunng 2006

100%
100%
100%
100%
775%
76%

100%
100%

65%
65%
56%
56%
100%

Holding company

Estate agency and related actvities
Survaying and valuation sarvicas
Non-trading company

Legal conveyancing services
Traming services

Financial services

Estate agancy and

rolatad actvities

Holding company
Mortgage services
Mortgage services
Mortgage servicas
Surveying and valuation
sarvices

0On 5 July 2008, Lending Solutons Holdings Limited sold esurv Limited snd Reeds Rains Limitad to LSL Property Services ple for £62 Bm (aquivalent

to the book value of those companies)
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Statement of directors’ responsibilities in relation to the parent company financial
statements

The directors are responsible for prapanng the Annual Report and the financ:al stataments in accordance with applicabls law and regulations

Company law requiras the diractors to prapare financral stataments for each financial year Undar that law the directors have alected to prepare the
financial statements in accordance with Unrted Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable
law} The financial statements are raquired by law to give a true and fair view of tha state of affairs of the Company and of the profit or loss of the Company
for that penod

In prepanng those financial statements, the directors are required te
®  select sutable accounting policias and then epply them consistently;
& make judgements and estimates that are reasonable and prudent; and

®  state whather applhicsble UK Accounting Standards have been followed, subject to any material departuras disclased and explained m the financial
statements

The directors are responsibie for keeping proper accounting records that disclose with reasonable accuracy at any time the financial position of LSL and
anabls them to ensure that the financial statamants compty with tha Cempanies Act 1985 They are also responsible for safeguarding the assets of LSL and
hence for taking reasonable steps for the prevention and detection of fraud and other irregulantes
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AUDITORS’ REPORT ON THE COMPANY FINANCIAL STATEMENTS

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF LSL PROPERTY SERVICES PLC

Woe have audrted the parent company financial statements of LSL Property Services ple for the year ended 31 December 2006 which compnsa the company
batance sheet and the related notes 1 to 13 These parent company financial statements have been prepared under the accounting palicies set out therein
We have also avdited the information in the Cirectors’ Remuneration Report that 1s described as having heen audited

We have reported separately on the group financial statements of LSL Property Services plc for the year ended 31 December 2006

This report1s made solely to the company’s members, as a body, in accordance with Section 235 of the Comparues Act 1985 Dur audit work has been
undertaken so that we might stats to the company’s members those matters we are required to state to tham in an auditors’ report and for ne other purpose
To the fullest extent permitted by law, we do not accept or assume rasponsibility to anyone other than the company and the company'’s members as a body,
for our audit waork, for this report, or for the opmions we hava formed

Respective responsibilities of directors and auditors

The directors’ responsibilities for prepanng the Annual Report, the Directors’ Remuneration Report and the parent company financial statements in
accordance with applicable United Kingdom law and Accounting Standards (United Kingdam Generally Accepted Accounting Practice) are set out in the
Statement of Directors” Responsibilites

Our respansitinty 1s to audit the parent company financial statements and the part of the Directors’ Remuneration Report to be audited in accordance with
relevant legal and regulatory requirements and Internationa! Standards on Auditing (K 2nd Ireland}

We report to you our opimian as to whather the parent company financial statements give a true and fa:r view and whethar tha parent company financial
statements and the part of the Directors Remuneration Report to be audited have been properly prepared in accordance with the Companies Act 1985 We
alse repert to you whethar in our opinion the information given in the Parent Company Directors’ Raport s consistent with the financial statemants The
nformation qiven in the Directors Report includes that specific information presented in the Business Review that is cross referred from the Business
Review section of tha Directers’ Report

In addition wa report to you if, In our opinien, tha company has not kept proper accounting records, if we have not recerved all the information andg
explanations we require for our audit, or if information specified by law regarding directors’ remunergtion and other transactions 1s not disclosed

We read other mfarmation contaned n the Annual Report and consider whethar it 1$ consistent with the auditad parent company financal statements The
other information compnsas only the Diractor’s Report, the unaudited part of the director's remuneration report, the Chairman’s Statement, Business Raview,
the Corporate Governance Report and the Cerporate Social Responsibility Statement, We consider the imphications for our report if we become aware of any
apparent misstatements or matenal iconsistencies with the parent company financtal statements Our responsibidiies do not extend to any other
nformation

Basis of audit opinion

Woe conducted our audit in accordance wath International Standards on Auditing (UK and Ireland) 1ssuad by the Auditing Practices Board An audt includes
examination, on a tast basis, of ewidence relevant to the amounts and disclosures in the parent company financial statements and the part of the Directors
Remuneration Report to be audited Italso includes an assessment of the significant estimates and judgments made by the directers in the proparation ofthe
parent company financial statements, and of whather the accounting polictes are apprepriate to the company's circumstsnces, consistently apphed and
adequately disclosad

We planned and perfarmed our audit s as to obtain all the nformation and explanations which we cansidered necessary m order to provide us with
sufficient ewidence to give reasonable assurance that the parent company financial statements and the part of the Directors” Remuneration Report to be
aurdited are free from materiai misstatement, whether causad by fraud or other irragularty or error [n forming our opinion we also evaluated the ovarall
adequacy of the presentation of information i the parent company financial statements and the part of the Directors’ Remuneration Report to be audited

Opinion

In our opinion

® the parent company financial statemants giva & true and fair view, in accordance with Unitad Kingdem Ganarally Accepted Accounting Practce, of the
state of the company’s affairs as at 31 December 20086,

¢ the parent company financial statements and the part of the Directers’ Ramuneration Report to be auditad have been properly prepared in accordance
with the Companias Act 1985, and

®_ the infoymation given in the diractors’ re
R e

Ernst & Young LLP
Registerad auditor
Leeds

7 March 2007

15 consistentsth the parent company financial statements |
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Parent company balance sheet as at 3| December 2006

Restated
2006 2005
Note £000 £000
Fixed assots
Investments 6 105,847 1,068
Current assets
Debtors 7 6514 58,377
Creditors. amounts falling due within ono year ] 573 31,806
Net current (habilitias)/assots {17.059) 26,5M1
Total assats less current kahilities 88,788 21,629
Creditors. amounts falling due aftar ane yoear 9 7178 29,086
Net assets/{hiabilities) 14,010 (1,447
Capital and reserves
Calied up share capital 13 208 100
Shara premium account 14 5.62% 400
Raserve for own shares 14 (298) -
Share-based payment reserve 14 1 -
Profit and loss account 14 8,458 (1,947
Equity sharehelders’ funds 14,010 {1,447}

The Company has elactad to take exemption under Section 230 of the Companias Act 1985 to not present the parent company profit and loss

account

The profit for the parant company for the year was £10,404,737 (2005 £137,448)

The financial statements were approved by the Board on 7 March 2007 and wera signed on rts behalf by

D A Fielding Director S D Embley Jirector

The accompanying notes are an integral part of these financial statements

WM L
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Notes to the parent company accounts
for the year ended 3| December 2006

1. Accounting policies

Basis of preparation of financial statements

The financial statements of the Company have been prapared under the histoncal cost convention, and in accordance with epplicable
Accounting standards in the United Kingdom and with those parts of the Eompanies Act 1985 agplicabla to companias raporting under UK GAAP

The accountng policies which follaw sat out those policies which apply n prepanng the financial statements far the year endad 31 Dacembar
2006 The Company s financial statements are presented in Sterling and all veluss are rounded to the nearest thousand pounds (£000} except
when otharwise indicated

On 12 October 2006, the Company changed its name from Lending Solubons Limited te LSL Property Services ple and obtaned listing of its shares
on the London Stock Exchange on 21 November 20068

New accounting standards
The Company has adopted the following accounting standards in the year

®  FRS 20 *Share-based payments’ Under FRS 20 the Company 1s required to reflect shara-based payments i the profit and loss account The
Company oparates a long term incentrive plan under which options have been granted to employees of the Company and employees of other
companies in the Group Detads of the valuaton method adopted for sharas granted under the plan are set out in note 11 to the
consolidated financial statements Ateach subsequent batance sheet date the Company revises its estimats of the number of employees
who will receive awards |t recegnises the impact of the revision of onginal estimatas, if any, in the ncome statament, end a corresponding
adjustment to equity ovar the remaining vesting pariod The adoption of FRS20 incressed net assets by £11,000

® FAS 26 Financial instruments Measurement’ FRS 2615 applicable to the Company as it1s now Listed on the London Stock Exchange FRS 26
has been adopted from 1 January 2005 and the prior year comparatives have been restated FRS 26 sets out the requiramants for
measurement, recognition and de-recognrtion of financial nstruments The adoption of FRS 28 increased the net habilites of the Company
by £109,000 at 1 January 2005 and £214,000 at 31 December 2005 and resulted in increase in profit after tax for the year anded 31 Dacamber
2006 by £214,000 {2005 Reduction in profit after tax by £105,000)

®  FAS 28 Corresponding amounts’ FRS 28 saets out the requirements for the disclosure of corresponding amounts for items shown in the
entity’s pnmary financial statements and the notes to the financial statements The adophon of FRS 28 had no effect upon the Company's
profit or net assets

Taxation

Curront tax
Current tax, tncleding UK corporation tax and foreign tax, 1s provided at amounts expected to ba paid (or recovered) using the tax rates and laws
that are enacted or substantially enacted by the balance shesat date

Deforred tax

Deferred tax 1s recagmised in respact of all iming differences that have onginated but nat reversed at the balance sheat date where transactions
or gvents that result in an oblhigation to pay more tax in the future or a nght to pay less tax in the future have occurrad at the balance shest date
Timing differences gre differences between the Company’s taxable profits and its results as stated in the financial statements that anse for in the
in¢lusion of gamns and fosses In tax assessments in panods differant from those in which they are recognised in the financal statemants

A net defarrad tax asset is regarded as racoverable and therafora racognised only when, on the besis of all available evidencs, it can be
regarded as mere likely than not that there will ba suitable taxable profits from which the future reversal of the underlying timing diferences can
be deducted

Deferced tax 15 not recognised when fixed assets are revalued unless by the balance sheet date there 1s 8 binding agraement to sell the revalued
assets and the gan or loss expacted to anse on sala has been racognised in the financial statamants Neithar s deferred tax recogmsed when
fixed assets are sold and it 1s more likely than not that the taxable gain will be rolted over, being charged to tax only if and when the raplacement
assets are sold

Deferred tax 1s measured at the avarags tax rates that are expaected to apply 1n the pernods in which the tming differences are expected to
reverse, based on tax rates and laws that are enacted or substantially enacted by the balance shaet date Deferred tax 13 mesasured on a non-
discounted basis

Pensions costs

The Company cperates a defined contnbution gension scheme for employees of the Company The assets of the scheme ars investad and
managed independently of the finances of the Company
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Notes to the parent company accounts (continued)

1. Accounting policies (continued)

Share-hased payment transactions

The share option programme allows group employees to acquira shares of the Company The fair value of the options granted 1s recognised as
an employee expense with the corresponding increase tn equity In the casa of equity settied schemes The fair value 1s measured at the grant
date and spread over the penod durng which the employeas becoma uncondisenally entitied to the eptions Tha fair value of the options granted
1s measured using the Black Scholes mode), taking into account the terms and conditions upon which the options were granted Non-market
vesting conditions are taken into account by adjusting the number of equrty instrumaents expected to vest at each balance sheat date so that,
ultimately, the cumulative amount recognised over the vesting penad 1s based on the number of options that aventuaslly vest. Market vesting
conditions are factored into the fair value of tha options grantad As long as all other vesting conditions are satisfiad, a charge 1s recognisad
irrespective of whether the market vesting conditions are satisfied The cumulative expense 15 not adjusted for failure to achieve a market
vesting condition

Investment in subsidiaries

Investments in subsidiaries are stated at cost and reviewed for iImpairment if there are any indications that the carrying value may not be
racoverable

Treasury shares

The Company has an employea share trust {ESOT] for the granting of group shares to exacutives and senior employess Shares in the Cempany
held by the employae shara trust are treated as treasury shares and presented in the balance sheet as a deduction from equity Dividends earned
on shares heid in the trust have been waived

Financial instruments

The Company has reclassified certain equity shares as debt in accordance with the requirements of FRS 25 ‘Financtal Instruments Disclosure
and Presentation” which is effactive for eccounting periods beginning on or after 1 January 2005 Refer to note 9 and nota 11 for details of the
reclassification

Financtal assets and financial habilties are recognised in the Company's Balance Sheet when the Company becomas a party to the contractual
provisions of the instrument. Financial assets ara de-recegnised when the Company no longer has the nghts to cash flows, the nsks and rewards
of ownership or contre! of the asset. Financial habilihes are de-recognised when the obligation under the lability 1s discharged, cancelled or
expires All regular way purchases and sales of financial essets are recognised on the trade date, being the date that the Company commits to
purchase or seil the asset Reqular way transactiens require delivery of assats within the tmaframa generally estabhished by regulation or
conventien in the market place The subsequent measurement cf financial assets depends on their classification

The Company's accounting policy for each categary of financtal instruments 1s as follows

Cash and short term deposits

Short-term deposits are deposits with onginal matunty within three manths For the purposes of the consolidated cash flow statement, cash and
short term deposrts consist of cash and short term deposits net of cutstanding bank overdrafts held with the same bank where there 1s a legal
right and intention to offset.

Interest beaning loans and borrowings

Al toans and borrowings are mnrhally recogmsed at fair value less directly attnbutable transaction costs After iitial recognition, interest-bearing
loans and borrowings are subsequently measured at amorused cost using the effactive interest methed Gains and losses anising on repurchase,
settlement or otharwise cancellation of habilibes are recognisad respectively in investment income and finance costs

Finance costs comprise interest payabla on borrowinys calculated at the effective intsrest rate method and racegnisad on an accruals basts,
together with dwidends paid

Borrowing costs are recognised es an expense when incurred

Derivative financial instruments

Tha Company uses denvative financial instruments such as intarast rate caps to hedge its nsks associated with interest rate fluctuations Such
denvative financial nstruments are stated at fair value The farr value of interest rate swap contracts 15 determined by referenca to market
values for similar instruments

The directors have taken advantage of FRS25 and have excluded disclosures ralatng to financial instruments from the financial statements on
tha basis that the financial instruments of tha Company are included within the consolidated financial statements of tha Group
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Notes to the parent company accounts (continued)

1. Accounting policies (contnued)

Classification of shares as debt or equity

When shares are issued, any component that creates a financial hability of the Company 1s presented as a hebility in the balance shaet;
messured inthally at fair velue net of transaction costs and theresfter at amortised cost until extinguished on converston of redemphon The
corrasponding dvidands relating to the hiability component are charged as interast expsnsa in the iIncoma statament. The initia! fair valua of the
hability compaonent i1s determined using & markat rate for an equivalent liability without a conversion feature

The remainder of the proceeds on issue 15 allacated to the equity component and included i shareholdars’ aqurty, net of transaction costs The
carrying amount of the aquity companent 1s not remeasured in subsequant years Transaction costs are apportonad between the hability and
aquity components of the shares based on the sllocation of proceeds to the hahility and equity components when the instruments are first
racoghised

2. Company profit for the firancial year after tax

The Company has not presented its own profit and less account as permitted by Section 230 of the Companies Act 1985 The profit after tax for
the year was £10,404,737 (2005 £137,448)

3. Auditors’ remuneration
The remunaratton of the auditors 1s further analysed as follows

2008 2005
£000 £°000
Audit of the financial statements q2 15
Other fees to audstars — other services supplied pursuant to legislation 462 -
- curpnrata finance sarvicas - 119
— other services 85 -
599 134
4. Directors and employees
Remuneration of directors
2006 2005
£000 £000
Directors’ emoluments 528 -
Contributtons to0 money purchase penston schemes 18 -
546 -

Cansultancy fees and expenses of £21,773 (2005 £nil) were also paid by tha Company durng the year
The number of directors who were members of Company monay purchase pension schemes dunng the year totalled 2 {2005 nd}

The remuneration of the highest paid director amounted to £268,336 (2005 £nil) excluding pension costs Company contnbutions to meney
purchase pension schemas for that director amounted to £10,533 (2005 £nil) 1n the yaar

Cirectors’ contnbutions to pension schemes ere matched by the Company up to a maximum of 10% of pensionable earmings

Employee numbers and costs

The Company employs staff i its head offices Aggregate payroll costs of these employees were
2005
£000

Wages and salanes

Social secunty costs

Pension costs

Share-based payment expense (see below)

™
S|.uud|EE
1

The monthly staff numbers (including directors) dunng the year averaged 6 (2005 nil)

Ali staff are employed in the prowision of head office actvittas

Share-based payments

Details of share-based payments schemes opersted by the Company are disclosed in note 11 of the Group accounts The charge for share-based

payments was £2,248 (2005 £nil)
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Notes to the parent company accounts (conunued)

5. Dividends

2006 2005
£'000 £000
Dmdend receved 14,904 -
6. Investments in group undertakings
The Company owns diractly or indirectly the majortty of the ssued and fully pard ordinary and redeemable praference share capital of its
subsidiary undertakings, ali of which are incorporated in Great Brtain and whose operations are conductad in tha Unitad Kingdom,
Principal subsidiary undertakings of the group
your-move co uk Limited — mdirectly held
esurv Limited ~ diractly held
Reeds Rains — directly held
Details of the subsidianes held indirectly by the Company are shown 1n note 32 to the Group financiat statements
Investment in group undertakings
2006 2005
£000 £000
At 1 January 1,068 1
Additrons 104719 1,067
At 31 Decembar 105,847 1,068

On 25 July 2006, the Company paid £39,752,295 in respect of the acquisition of esurv Limitad from Lending Solutions Holdings Limited The
Company alse paid £23,092,713 in respect of the acquisrhon of Reeds Rains Limited from Lending Selutions Holdings Limited on that date

On 25 July 2006, the Company 1ssued 10,000 ordinary shares of £0 10 per share at a premwum of £210 51 per shara, in additian to a cash

cons:deration of £34,700,000 in exchange for the acquisition of the rematung minonty interest of 8:33% i Lending Solutions Haldings Limnied The
Company also paid £300,000 in cash and issued 32,158 ordinary shares of £0 10 per shere at a premium of £95 15 per share for an addiuonal 6 48%

shareholding in Reeds Rams Limited

On 29 September 2008, the Company acquired the remaming minonty interest in a subsidiary, Reeds Rains Limited for & consideratien of £1 Sm

The vestment in Lending Solutions Holdings Limited, Reeds Rains Limted and esurv Limited have been included n the company’s balance shaet

at their cost of acquisition

1. Debtors

2006 2005

£000 £000
Deferrad tax asset {note 10} 4 -
Corporation tax debtor 1,582 303
Other debtors 158 -
Prepayments and accrued income [.«] B9
Amounts owed by Group undertakings 4543 58,005

6514 58,311
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Notes to the parent company accounts (continued)

8. Creditors: amounts falling due within one year

Restated
2006 2005
£000 £000
Bank overdraft - 11,043
Loans (note 11) 5345 12223
Accruals 116 1,215
Amounts owed to group undertakings 17M 1325
13573 31,808
9. Creditors: amounts falling due after ene year

Rastated
nis 2005
£'000 £000
Loans (note 11) 74,7178 28,986
1,000,000 B’ Ordinary shares - 100
14,778 29,086

Details of loans not wholly repayable within five years are as follows
Restated
2006 2005
£'000 £000

10% fixed rate subordinated securad loan notes repayable in 3 equal
annual instalments commencing 30 June 2011 - 10,208

Bank loans and loan netes i 1ssua in 2005 were repaid in full i July 2008

‘B’ ordinary shares

The 'B erdinary shares have been classified as loan debtn accerdance with tha requiraments of FRS 25 Financial Instruments Misclosure and
Presentetion’ which 1s effective for accounting periods beginning on or after 1 January 2005 as these shares ars enttled to 8 cumulative dividend
and present vatue of the future dmdend payments are expacted to ba higher than tha carrying valus of the shares

The 1,000,000 ‘B* erdinary shares which were 1ssuad 1n 2004 and were reclassified as loan debt in 2005 have been reclassified as share capital as
these shares with cumulative dividend ware converted inte ordinary sharas and ware nat anbitled to any further cumulative dvidend The
didend on these ‘B * ordmary shares of £1,319,937 was paid in November 2008 prior to lsting

10 Deferred tax asset

2008 2005
£ono £000
Deferrod tax llabilty at 1 January - -
Deferred tax creditin income statement for the year 48 -
Deferred tax asset at 31 December 48 -

Deferred tax asset 1s in relation to & shart term timing difference
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Notes to the parent company accounts (continued)

11. Loans
Restated
2006 2005
£'000 £000
Amounts falling due
In ene year or less 5.345 11,814
In mere than one year but not more than two years 74,718 9,195
In mora than twe years but not mare than five years - 9,900
In mere than five years - 10,400
80,124 41,308
Details of loans not wholly repayabla wrthin five years are as follows
Restated
2006 2005
£000 £000
10% fixed rate subordinated secured !oan notes repayabls in 3 aqual
annual instalments commencing 30 June 2011 - 10,208

1n 2004, the lenders granted the Company the nght to exercise a call eption to require them to subscnbe for an additienal £5m in loan notes due

for repayment betwaen 2011 and 2013 This calt optien was cancalled on & January 2006

Loans totalling £nil (2005 £35 8m) were secured by a fixed and floating charge on the Group's assats excluding the following group companies,
your-move co uk, BroomCa (3455} Limsted, First Complete Limited, Linear Mortgage Network Holdings Limited & binear Mortgage Network Limited

The loan of £0 5m (2005 £5 2m) is guaranteed by the Group's bankars, Barclays Bank pic

The bank loans totalling £80 1m (2005 £25 9m) are secured by a dabanture over the Company’s nssets together with the assets of a number of
subsidiaries {excluding Lending Selutions Limited, First Complete Limited, Linear Mortgage Network Hofdings Limited, Linear Mortgage Network
Limited, Linear Finaneial Services Holdings Limited, Linear Financial Sarvices Limited, Homeinspectors co uk Limited and Chancelfors Associates

Limited) A loan of £05m (2005 £5 2m} 1s also guaranteed by the Company’s bankers, Barclays Bank plc

Arrangement fees have been amortised in full duning the year following the repayment of the related leans

Bank Joans and Joan notes in 1ssue in 2005 were rapaid in full in July 2006

12. Obligations under leases

Operating leases
The Company had no annual commitments under non-cancellable operating leases {2005 none}
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Notes to the parent company accounts (continued)

13. Called up share capital

Restated
2006 2005
Shares £000 Shares £1000

Authonsed
‘A ardinary shares of £0 10 each - - 1,083 332 108
‘B’ ordinary shares of £0 10 each - - 1,600,000 100
Ordinary shares of 0 2p sach 500,000,600 1,000 - -

00,000,000 1,000 2,083 332 208
Issued and fully paid
At 1 January 1,000,000 100 1,000,000 100
‘B’ ordinary shares converted pror to histing 1.000,000 100 - -
Issue of shares 2,093,208 8 - -
Share spht for 10p per share to D 2p per shara 100,065,742 -
At )1 December 104,158,950 208 1,080,000 100

The 1,000,000 ‘B ordinary shares of 10p each which were 1ssued in 2004 and were reclassified as loan debt m 2005 have been reclassified as
share capital as these shares with cumulatrve drvidend ware converted into ordinary shares end were not entiled to any further eumulativa
dividend

On 25 July 2006, the Company 1ssuad 5,000 ‘A’ ardinary shares of 10p each and 5,000 ‘8’ ordinary shares of 10p each i exchange for the mmenty
interest (8.33%) in a subsidiary company, Lending Solubons Holdings Limited

On 25 July 2006, the Company 1ssued 32,158 ‘A" ord:nary shares of 10p each in exchange for a 6 4852% shareholding in a subsidiary campany,
Reeds Rains Limited

On 31 Octobar 2006, the ‘A’ and ‘B’ crdinery sharas of 10p each ware subdvided into one class of 0 2p shares
On 21 Novembar 2006, the Company 1ssuad 2,051,050 ordinary shares of 0 2p sach m exchange for the return of warrants

Employee share trust

The Company has an employeo share trust (ESOT) for the granting of group shares to executes and senior employees Shares in tha Company
held by the emptoyee share trust are treated &s treasury shares and presented in the balance sheet as a deduction from equity Dividends earnad
on shares held in the trust have been wewved Tha Company acquired 130,512 of its own shares via the trust in November 2008 The total mount
paid to acquire the shares was £297,920 The market value of the shares held by ESOT on 22 February 2007 was £313,000
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Notes to the parent company accounts (continued)

14. Reconciliation of movements in shareholders’ funds

Share
Share based Profit and
Shara pramium payment Reserve for loss
capital account resarve own shares account Total
£000 £000 £o00 £,000 £000 £000
At 1 January 2005 200 400 - - (1,975) (1,375}
Reclassification of B ordinary shares (100) - - - - {100}
Adoption of FRS 26 - - - - {109) {109}
Shareholders” funds at 1 January 2005 100 500 - - {2,084) (1,584}
Profit for tha year - - - - 137 137
At 1 January 2006 100 400 - - {1.947) {1,447}
B ordinary shares converted isting
priar to hsting 00 - - - - 100
Issue of shares 8 5229 - - - 5237
Share-based payments - - 1 - - 13
Purchase of shares - - - (298) - |2a8)
Profit for the year - - - - 10,405 10,405
Balance at 31 December 2006 208 5,629 13 {298) 8,458 14,010

Share pramium
The amount subscnbed for shara capital in excess of nominat value less any costs attributable to the 1ssue of new sharas

Share- based payment reserve
This represents the amount provided in tha year in respact of share awards

15. Pensions costs and commitments

The Company operatas defined contnbutien pension schemes for alf its diractors and employees The assets of the schemes sre hald separately
from those of the Company in independently administared funds

The Company's contributions fer old’ members of the existng defined contribution section of the scheme (those members who have always been
in this scheme) throughout 2006, were & maximum of 5% of pansionable salaries whare members contnibute and the cost of the death-in-service
benefits

The Company s contributiens far ‘new” members of the defined contribution stakehalder scheme {those members who were part of the Aviva
schame until the Company left the Aviva Group in 2004} throughaut 2006, were 10% of pensianable salanes where members contnibute and the
cost of the death-in-service benefits

Total contnbutions to the defined contnbutton schemes in the year ware £24,591 (2005 £nid)

There ware no outstanding amounts in respact of pensions as at 31 December 2006 {2005 £nil)

16. Related party transactions

Datails of the directers’ remuneration are gven in note 4

The Company has taken advantage of the exempton under FRSB where disclosure is not required of transactions with subsidiary undertakings
90% or mare of whese voting nghts ara controlled within the Group and where the Company’s own financial statements ara prasented togethar
with its consohdated financial statemants

17. Capital commitments
The Company had no cepital commrtments as at 31 December 2006 (2005 none)
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Notes to the parent company accounts (continued)

18. Contingent liabilities

The Company 1s party to a bank averdraft and revolving credit facility totalling £32 8m (2005 loans totalling £25 9m} which are secured by a
debenture dated 17 July 2006 over the Company's assets together with the assets of a number of other group companies {your-move co uk
Limitad, esurv Limited, Resds Rains Limited, Homafast Property Lawyers Uimited and Lending Solutons Holdings Lmited) A loan of £0 5m (2005
£5 2m) 1s also guaranteed by the Company’s bankers, Barclays Bank plc

19. Post balance sheet event

In December 2006, the Company announced the detalls of & SAYE share scheme availabla to all group employees, commencing i January 2007
The exercise price was set at £1 74 and the scheme expires in three years
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