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ABOUT CPP

CPPGroup Plc {CPP} 1s an International Assistance business operating across 16 geographical
markets with more than 200 Business Partners worldwide Via 1ts Business Partners, CPP
provides Life Assistance products that help consumers cope with the anxieties and complexities
of everyday modern life

Today we are increasingly reliant on our payment cards and mobile phones, we travel more, value
our free time, and we want to protect what 1s most valuable to us — at home and abroad The [oss
or disruption of these hfe essentials can be inconvenient and stressful

CPP's annually renewed and packaged products provide assistance and insurance across a wide
range of market sectors helping our customers to live life and worry less
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FINANCIAL HIGHLIGHTS & GROUP KPls

Revenue

£346.1Tm
+6%

(2010 £325 8m +12%)

Group revenue has increased 6% from 2010
the result of growth In North Amenca of
19% and Northern Europs of 6% although
has baean impacted by iost sales as a
result of the FSA investgation}

Cash generated by operations

£55.2m
+4%

(2010 £53 Om {4)%)

Cash generation continues
10 be srong

KPI
Live policies

11.0m
(2)%

{2010 11 2m +12%)

The decrease of 2% during the year s
the resulz of lower retail policies in the
UK and Spain parually offset by the
growth m UK packaged and
whaolesale pohces

Undeirlying operating profit

£47.7m
(2)%

(2010 £48 7m +17%)

Underlying operating profit which excludes
lagacy scherme share based payments
and costs associated with the FSA
investigation has declined by 2%

(1% dechne on a consiant
currancy basisy

KPRl
New assistance income

£85.56m
(3)%

{2010 E88 0m +10%)

Naw assistance income has declined by 3%
a result of lower retail policy sales in the
UK and Spain On a constant currency
basis the dechne 15 1%

KPI
Cost/income ratio

55%
+4%

{2010 51% +3%)

Costincome sato has increased to 55%
of revenua predominantly reflecung the
centinued growth of our Packaged
Account channels

Reported operating profit

£29.7m
(34)%

{2010 £44 9m +44%)

Reported aperating profi has declined
by 34% a result of the £16 9 mithon costs
associated with the FSA investgation

KPI
Annual renewal rate

75.4%
(0.5)%

{2010 75 8% (1 6)%)

The Group annual renewal raie s lower
than pnor year due to mix effects
the result of a hegher propoetion of

renewals coming from countnes
with lower renewal rates

KPI
Operating profit margin

13.8%
(1.2)%

{2010 150% +0 8%}

Underdying operaung prolit as a percentage
of revenue has declined by 12%
as a result of revenue lostdue 10
tha FSA investigation and UK
operating ¢osts
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OUR PRODUCTS AND SERVICES

Our offer — at a glance

CPP continues to diversify and broaden its
porifolio of Life Assistance products that are
distributed across multiple market sectors,
which heip our customers cope with the
complexiiies and anxieties of modern Iife

Over time we have increased the number

of Life Assistance products we sell to our
Business Partners customers Card Protection
was the first product the Group introduced in
the UK and it 1s now established in the majority
of our international markets

Other estabhished products include Identity
Protection Phonesate Packaged Accounts
Purchase Shield and Legal Protection

More recently we have introduced Airport
Angel and Home 3 our joint venture with
Mapfre Asistencia that provides home
emergency assistance We continue to explore
new product opportuniuigs that help consumers
with their motile and online expernences and
have identfied a number of ways ta help
consumers stay connected and feel safe

Qur custemer contact centre operations
support 11 million policies across Northern
Europe Southern Europe and Latin Amenca
North Amernica and Asia Pacific

Qur products

Report {ost or stolen cards with one call from
anywhere in the world Key features include
card cancellation and re 1ssue emergency
cash advance protection for keys valuable
document replacement handbag and wallet
replacement

Home emergency assistance for plumbing
drainage gas electrical and other home
emergencies through our joint venture with
Mapfre Asistencia

Identity Safe Purchase Shield

Provides consumers with a comprehensive
range of assistance services that help
customers detect prevent and resolve
identity fraud The key assistance features
include a consultation with anidentity fraud
specialist to wWentify any immediate and
long-term nisks web survellance unhimited
aecess to credit reports and a dedicated
fraud speciahst 1o assist when a fraud has
taken place Should a consumer need to go
to court In order 1o clear their name they
are provided with 8 dossier of evidence to
support their case

Comprehensie insurance cover for maobile
devices Policies include cover for loss
theft, breakdown outside warranty and
accidental damage

Packaged Accounts

Products and services sourced from CPP s
own product range and from third-party
providers to create 8 package talored to
customers requirements Products and
services can range from roadside assistance
10 travel Insurance and are primarily used in
current/checking accounts

A product that protects purchases made
by customers in the event of damage
non-returns or discounting cf an item
after purchase

Legal Protection

Legal ass1stance 1o SUPPOrt consumers
in a range of legal matters including
tradesperson retal purchase boundary
disputes medicel and personal injury
claims end employment matters

Airport Angel

A travel service that provides custamers
with access to more than 570 airport
leunges in more than 320 airports worldwide
with comphmentary facilities such as food
and drink business facilities and a host of
support services

New Product Development

CPP s committed to product development
and innovation, which has seen the Group
change from being a Card Protection
business 10 a provider of Life Assistance
products and services Qur new product
development activity focuses on key themes
which add considerable value and assistance
1c consumers lives |n addimon to mobile
and online assistance we are developing
new product concepts covering the areas

of the family and the home
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Qur business model

CPP operates a business to-business-to-
cansumer {B2B2C) business model

This proven model operates across 16
geographical markets, with CPP distributing
and serwvicing products and packages with
our Business Pariners customers

Consumaers benein from the prowsian of
Life Assistance products designed 1o make
everyday life less stressful Our products
are typically distnbuted in association with
Business Partners in three formats retail
wholesate and packages

Retail products, which are presented on

a whue label or co branded basis offer
customers relevant features and benefits for

an annual price with poligies renewabls on an
annugl basis Business Partners benefit from
acquisiion and renewal commission payments
and profit share in some crcumstances as well
as product sales policy administration, claims
management and customer service expertise

Wholesale variants of our retall products are
offered 1o Business Partners who wish to
offer their customers nclusive and enhanced
benefits to their core produgt or service
These are funded by the partner with
commercial terrms based on volume and
redempiion assumptions

With Packaged Accounts CPP designs
packages to meet Business Partner needs
based on customer (nsight and commercial
requiremenis 1n additon to in-house products
CPP alsa contracis with third party product
providers and manages key aspects of the
Packaged Account administration

Business Partner relationships

In eddition to providing a portfolio of retall
wholesa'e and packaged products to Business
Partners CPP offers a range of support
services that add vaiue 1o our Busiress Partner
relationships These services include product
development and marketing expertise channel
management fraud management technology
developmenis raining support legal and
compliance research and analytics

Business Partner relationships many of

which are long standing are managed through
specialist Account Management teams
ensuring comprehensive undersianding of
Business Partners and end-consumers needs

Some of our main Business Partners
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GROUP AT A GLANCE

CPP has targeted its geographical expansion
with increased focus an key developing
markets such as Brazl China India Mexico
and Turkey Countries are selected according
to specific critena such as where the existing
and expected growth in bankable ponulation,
mobile phone penetration and plastic cards
presents a significant and sustanahle growth
cpportunity as well as the extent to which
the Group may be able to feverage existing
Business Partner relationships

CPP Northern Europe

The increasing reliance by consumers

on plastic cards as their dominant means of
pavment means that Northern Europe will
remain important to CPP The increasing use
of pre-paid cards and debit cards indicates
continued market potential with nearly 90
million debit cards In the UK alone

Underlying
operating profit

£33.6m

CPP Southern Euraope
and Latin America

Sovereign debt issues have impacted
heavily on the Southern European region
however economic forecasts in Latin
Amenca are more promising All marksts
are forecasted to have modest population
growth and (increased debst and credit
card usage Southern turope and Latin
Amenca had 505 milhon cards with

debrt funcoonality m 2011

Operating profit

£10.6m

CPP North America

Access to the largest consumer market
and the large number of credit end debit
cards in circulation — 540 and 404 rillion
respectively — means the United States 1s
a significant market apportunity Concerns
about card fraud and identity theft remain
a real 1ssue in the Unned States

Operatng profit

£6.9m

CPP Asia Pacific

The increasing penetraticn of financial
cards especially n India and Chma,
makes this region a key geographical
market Demand for financial cards 1s
expected to show modest growth and
increased levels of affluence paint
towards strong market potental

Operating loss

£(2.2)m
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Products and services

Key business partners

Wiycha sinesppatiners

York
Altnnchnma Chastarfield

Card Protaction Santander

Identity Safe DZ WGZ Bank Dublin Tamworth ®Hamburg

Mohbile Phone Insurance HSBC

Packaged Accounts T-Mabile

Arrport Angel Royal Bank of Scotland Group o Istanbul

Homa 3 Joint Venture DenszBank

Your Law

Products and services Key business partners Where ws operate Pa"’. Milan
°?® *

Card Protection
Identity Protection
Mobile Phone Insurance
Legal Protection
Gadget Insurance

Banco Santander
Banco Sabadoell

Caixa Geral de Depositos

Diners International
Deutsche Bank

Lesbon Madrd

Mexico City

Arrport Angel IXE Tar|etas
HSBC
® 5a0 Pavio
Products and services Key business partners Whsre wa operate
IdantityProtector Soveraign Bank .
Sage 365 Barclaycard Minneapolis
Lifastyle Perks Alhiance Data Systems
PurchaseShield 360 Wells Fargo Wachovia
eDefence
Products and services Key business partners Whars we cparate
Card Protection China Guangfa Bank
Identity Protection SBI Cards
HSBC @ Shanghm
Maybank N L] Dalh
Standard Chartared w el @ Hong Kang
ICICI
Kotak Bank

Kuala Lumpur
L

Singapore @
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GROUP OVERVIEW GROUP AT A GLANCE CONTINUED

10 year company history — Revenue by region (£'m)

5 year revenue compound
annual growth rate

11.8%

S year EBITDA compound
annual growth rate

19.1%

Notes

1 EBITDA is defined as earrings before interest tax depreciat on amorusation legacy share based payments and
costs associatad wath tha FSA inveshigaton

2 S 2003 revendz represents five months from acquist ion

3 Financial information trom 2007 15 IFRS prior 10 2007 all data s UK GAAP

Operational highlights

—Northern Europe
Performance has been
resilient under what have been
challenging circumstances

—Southern Europe and Latin
America Economic
challenges, compounded by
market sentiment around the
Euro, have had an impact on
our business, particularly
in Span

~North America A successful
2011 with revenue and profit
up significantly, including
ncreased customer
acquisition of products
across our Business
Partner portfolic

- Asia Pacific New focus
and vigour to the leadership
of this region, which
should result in improved
future performance
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CHAIRMAN'S STATEMENT

2011 has been a difficult year for the Group

In large part due to the investiganon by the
Financial Services Authonty (FSA) into some

of the Group s sales activities In the UK business
The investigation commenced in March 201

and detalled discussions remain ongoing We are
however pleased that we have been able to
reach an agreament wath the FSA on the remadsal
actions necessary to ensure not only that our
sales processes Improve gomng forward but

also that we provide appropriate redress for
customers whe were confused or misled

when buying our products in the past

Outside the UK there have been some notable
and very pleasing achievements across the
Group that wa must not lose sight of and which
are by no rmeans insignificant

We have contnued 1o expand the Group s
international activities with important new
Business Partner agreements signed in China
India Turkey and Menaca as well as delivenng
our first policy sales in Brazit In North America
the busimess has performed exceptionally well
driven by robust new sales and a strong renewal
performance in Europe we have expanded the
range ot products sold and in the UK Home 3
our home emergency Joint venture service

with Mapfre Asistencia has signed a contract
with ScottishPower Internationally our Airport
Lounge business continues to develop its
portfolo of partners Critically and in spite of the
FSA investigation and assogiated publicity, many
of our customers have chosen to retain our
products a clear demonsiration that they value
the reassurance that our products and services
provide Of all our operaticnal achieverments

It 1s this loyalty towards our products and
services that gives me the most sausfaction
and reinforces my belief there 1s a large and
growing market for our products which shouid
once agan deliver robust growth for the Group

Nevertheless the announcement to the
market of the FSA investgation in March 2011
represented the first in a chan of events and
announcements leading ulumately to the

“It has been a difficult year for the Group,
but we remain committed to providing
our customers with products and services
that give them real value and at a price that

1s affordable”
Charles Gregson

Chairman

suspension of trading in the Group s shares

in February 2012 This 1s the point at which
changes to the renewal process and Past
Business Review (PBR) required by the FSA
became known The FSAs investigatton and
dentification of practices below the required
standard Is of course a deeply regrenable chapter
in the developrment of the Group It has absorbed
a sigmificant amount of resource with both
operational and administrative management in
the UK dedicating signifrcant time and effort

to satisfying the FSAs requests for infermation
and co-operating with the FSA on all aspects of
the investigauon this has inevitably iImpacted
adversely on the performance of the business

Away from the business actvities of the

Group there have been & number of significant
organisational changes We were delighted

1o announce the appointment of Paul Stobant

as Chief Executive Officer in September to
replace EricWoolley Paul joins the Group with

a wealth of expenence having had a number of
UK and interpational seruor roles at Sage Group
a business with a similar profile to the Group
albeit in software services rather than Life
Assistance Paul started in October and s
already making a positive impact on the business
We also made a change to the management of
our Asia Pacific business with the recruitment of
Richard Brady who has many years experence
of operating in China and the Asia Pacific region
We have aslso sirengthened our legal and
compliance teams particularly in the UK o
ensure not only that are we campliant with new
rules and regulations in so far as they relate to
sales of financial products to the consumer but
also that we are able 1o meet the current and
anticipated requirements of regulators in alf of
the junsdictions in which we operate

To comply with the changes in the LUK Corporate
Governance Cede we have separated the
functions of Audrt and Risk into two separate
committees with Les Owen continuing 1o charr
the Audit Commttee and Duncan Mclntyre
chainng the new Risk and Compliance

Committee We have slso established

a Governance Committee to ensure that

we are Tully compliant with all the rules

and regulations of those organisations who
supervise our business formally and informally
around the worid

With regard to the UK Corperate Governance
Code we have not complied with the requirement
to appoint @ Senior Independent Director with
some 75% of the Company s shares owned

by two investors and the uncertainties created
by the FSA investigation wa da not feel that

1t 15 appropriate to do so We have noted the
recommendations of the Davies Committee
regarding the appointment of women

to the Boards of histed cornpanies in the UK
However we believe that diversity rather than
gender should be the critenion and furthermore
that relevant experience is more impaortant than
gender or dversity | strongly beleve that

we have a Board that s fit for purpose  but

will continue to keep this under review

An independent evaluation of the Board was
carried cut durmg 2011 and 1ts recormmendations
are currently being implemented The evaluation
identified no major 1ssues with regard o the
perfermance of the Board

Inconclusion as | saud at the beginning of

this staternent it has been a dificult year for
the Group, but we remain committed to providing
our customers with products and senaces that
give thern real value and at a price that 1s
affordable We also intend to be at the farefront
of our competiors In providing a level of
customer service that is unequalled in our
industry Finally for you, cur shareholders,

we arg deterrmined to rebuld confidence in

the Group s business model to a level at least
comparable with the resclute trust that milions
of satished custorners have in our products and
services across ali our geographical markets

Charles Gregson
Charman
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CHIEF EXECUTIVE OFFICER'S REVIEW

It 15 & great pleasure to present to shareholders
my first review as Chief Executive of CPP
hawing joined the busmess in Qctober 2011
Since my arrval | have spent a significant
amount of time listening 10 our various
stakeholders and observing at close hand
how our business works in practice | have
talked to many hundreds of people within CPP
and have engaged with Business Partners and
customers in most of the markets we serva
The feedback has been consistent, and
encouraging CPP has many strong assets
that set It apart as a business —a strong team
of dedicated people, a porifolic of market-
leading product and service offenngs a
resilient and scalable systems infrastructure

a very well established customer base

long standing relationships with an impressive
mix of Business Pariners a multi-country
footpnint which includes many of the world s
fasiest growing emerging economies and a
B2B2C business model that has served the
busmess extremely well for many years

The most significant event of the past year

an event that had a disruptive impact on the
performance of the Group occurred in March
2011 when the FSA launched an investigation
imto the selling practices employed in parts

of gur UK business Although the investigation
15 not yet conciuded n February 2012 the
Group and the FSA reached an agreement
Firstly 1o make certain amendments o our
auto-renewal processes In the UK and secondly
to carry out a PBR of those customers of CPP
who have bought our Card Protection andfor
{dentity Protection products through our
direct channels

The PBR for Identity Protection relates to the
possible mis-selling of palicies to customers
who may have been confused or misled in
the sales process

The PBR for Card Protection 1s different in

that the product has a feature namely post
notification fraud cover which in actual fact
15 not required as post notification 1115 the

“The sense of team spirit | observe
within the business, together with
the determination we all share to do
the nght thing by the customer, are
the alkmportant bullding blocks of
a new and exciting future for CPP"

Paul Stobart

Chief Executive Officer

1ssuing bank that covers any fraud This feature
has been in our Card Protection product for
many years however, It was removed dunng
2011 The feature has been commonplace n
Card Protection products in the market offered
by other players

in respect of the agreed PBR where
customers of either ldentity Protection or
Card Protection are found to have been
msled confused andfor mis-sold at point
of sale we will ensure they get full redress

As at the ume of wnting the planning and
logrstics for the PBR 1S in process We have
provided £15 million for the estimated one off
costs 10 the business of the changes 1o the
renewals process, and of the PBR {based on
the estimates of lkely response rates provided
to us by our advisers)

We are disappointed and deeply sorry that
our past sales practices have not met the
standards required and we are determined

to do everything in our power to demonstrate
that the gualty of our sales practices going
forward set new benchmarks for the industry
| know that my colleagues share my own
desire to see CPP emerge from this penod as
2 sUonger more CUstoMmercentne organisation
The sense of team spint | observe within the
business together with the determination we
all share to do the nght thing by the customer,
are the allhimportant buillding blocks of a new
and exciing future for CPP However one of
the financial implicatons of tha investigaton
has been the announcement of a voluntary
redundancy progremme to help align our cost
base to our revenue

The year ahead will be challenging, not least
because of the difficult economic conditons
we face in some of the markets in which
we trade as welt as having to deal with the
outcome of the FSA investigation Despite
these short term challenges | believe the
longer-term potential for the business
remains sigrificant

Financial results

| am pleased to report that CPP has delvered
good revenue giowth i 2011 notwathstanding
the difficulties caused by the disruption from
the FSA investigation For the year as 8 whole
Group revenue 15 up 6% although underlying
operating prafit 15 down 2%

Mew assistance incorne decreased In the year
by 3% from £88 0 milton to £85 5 million 1n
large part as a result of lower sales of our retall
policies 1n the UK and Spain The decline in the
UK was a direct result of the lower level of
retail sales following the cessation of sales of
the insured ldentity Protection preduct in UK
voice channels frorm March 2017 In Spain the
difficult economic environment has continued
to affect sales of new policies Qur total live
policy base has decreased 2% during the year
and now totals 11 0 million

Qur blended renewal rate was 75 4% at the
end of December 2011 marginalty lower than
in 2010 {75 9%) Howewver, cur renewal rate
calculated on a constant country mix compared
10 December 2010 would be 76 0% The
marginal decline In renewal rate 1s due to the
increase in the proportion of our ve policy
base from lower renewal markets These
markets include our newer markets where

the renewal model s less established

Our cost/income ratic representing cost
of sales {excluding commussion} and ather
administrative expanses as a percentage
of revenue has ingreased 4% 1o 55%
This increase 15 largely due (o the growth
of our UK Packaged Accounts Dusiness
which generally has a lower revenue

per policy and higher direct costs

Finally our operating profit margin has
decreased from 15 0% n 201010 12 8%
due to the impact of lost Idenuty Protection
sales 1n the UK market and higher UK
operating costs This has been parualty
offset by improvements to operating
margins in Germany Turkey and Span
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Strategy

As | have already mentioned, CPP has great
strengths 1r 1ts people 1ts products, its
customar base 115 systems and its business
model Yet there 1s more that we can do to
strengthen the business

| would point out three areas In particutar, where
| believe we need to place additional focus

Fustly we must give more attention to
product marketing It1s after all through our
efforts in product marketing that we will create
the great product and service 1deas of the
future Product marketers take great care to
understand the customer s perspective In
intimate detal and gain insights on the pam
points that customers currently experience
These insights then infarm the creation of
powerful relevant and compelling products
and services that provide real bengfits to
customers And for every product or service
they create groduct marketers also ensure
that the qualty of the customer experience
1S sacrosanct

In many ways CPP s great successes of
the past have come about as a result of
outstanding preduct markenng What we
need to do 15 ensure that product marketing
thrives once again within CPP so that we
create the night propasitions for customers
Encouragingly | see excellent product and
seivice Innovation taking place nght across
the Group much of it in the online mobile
and social media spaces which 1s exactly
where we need to be If we are to enhance
our presence, visibility and relevance to
Business Partners and customears

Secondly we need to be even more focused
on serving the customer to the best of our
ability Here we are building on a great history
of excellence i customer service indeed our
customer satsfaction staustics are some of
the highest | have come across Yet we do

not want 10 be complacent rather we want

10 move the organ:sation even further towards
8 customercentric way of thinking and

Key priorities

— Ensure that the agreement we
have reached with the FSA
15 effected to the satisfaction
of all stakeholders

- Shift our culture and operating
medel to one of growth
through customer-centngity,
supported by strengthened
management discipline and
enhanced governance

— Encourage our product
marketing people to use
their creatiwity and flair to
develop the product and

working To this end, we are investing i
teadership development training and
communications as well as making
improvements to business precesses
systems and governance Ve are united in
gur ambitien o provide customers with the
kind of experience that will set us apart irom
aur competitors and that will encourage our
cusiomers to renew ther policies to buy
mere products from us, and to recommend
us to others

| can already see that our increased focus on
the customer Is reaping rewards | have, for
example seen many instances of CPP people
going the extra mile for the customer and not
resting untll cutstanding 1ssues have been
resolved 1o the customer s satisfaction

Equally 1 see leadership behaviours shifting
ngw strategic thinking emerging and growing
investment be:ng rmade in the people thyough
whom we wilt defiver on our customer
promise However there is more to be done

service propositions that

will drive our future success,
especially in the online, mobile
and social media markets

— Ensure gur investments in the
emerging markets of China,
India, Turkey, Mexico and Brazil
take full advantage of the
significant growth opportunities

- Do everything we can to retain
and recruit the talent we need,
at all levels, to deliver cur
future success

Thirdly, we need to ensure that as a leadership
team we manage our business and measure
our performance with enhanced discipline

In the UK the FSA investigation and s
consequences have proved 10 be highly
disruptive and have created an environment
of uncertainty that affected the business

far beyond the confines of the UK market
Going forward however everyone in the
wider leadership community 15 united n
being determined 1o drive the business
forward responsibly and with great discipling

Regulation and our relationship
with the FSA

We operate in a regulated environment in
mary markets around the world and enjoy
good refauonships with the regulators in
each of those markets

In the UK though and wath the benefit of
hindsight it 15 clear that we should have
worked harder to ensure that we were
comphant in every respect and developed a
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“We are well placed to make the most

of our longerterm opportunities, bullding

on our strengths as a mult-product,
multi-geography, multi-channel business
with specialist product marketing expertise”

stronger working relationship with the FSA
More recently and post the FSA investigatien
we have adopted an entirely differant approach
Firstly we have put more investment Into our
legal and compliance areas Secondly we have
effected change throughout the orgamisation
both in people and 1IN process, i order to make
sure that compliance recelves the right level

of focus Thirdly, we have engaged two leading
firms of lawyers the first specificelly for the
UK to advise us on how we meet or exceed
customer facing business standards demanded
by our cbhigations as a regulated firm and the
secend to advise the Group as & whole on how
We Can Improve our governance more
generally This advice 1s being implemented as
quickly as 15 practicable 1o demonstrate we are
as robust as we can be from a requlatory,
compliance and governance perspective not
just It the UK, but throughout the Group
Fourthly and since the onset of the
investigaticn, we have been working much
more clesely and co-operatively with the F5A

Our experiences In the last 12 months have
served to remind us N no uncertain terms
about our regulatory responsibilities and | am
satisfied that the night work 15 being done 1o
safeguard against finding ourselves in a simjlar
situation agamn

Business review

in Northern Europe our performance has
been resilient under what have been
challenging circumstances desprie this

the UK business delivered some notable
successes Qur Packaged Accounts business
continued o grow strongly and importantly
our contract with T Mobile has been extended
to September 2012

In Southern Europe the economic challenges
compounded by market sentiment around the
Euro, have undoubtedly had an nmpact on our
business particularly in Spam where we have
seen revenue decline Conversely, our mamn
Latin Amencan market Mexico reported
good growth and we are excited by our recent

launch into Brazil a market wath a large and
rapidly growing economy presenting us with
significant growth epportunites

In North Amernica we had a successful 2011
with revenue and profit up significantly
including increased customer acquisition of
products across our Business Partner portfolio

In Asla Pacific we have brought new focus and
vigour 1o the leadership of this region which
13 beginning to pay dvidends The pnize in Asia
Pacific 1s undoubtedly the untapped potential
of India and China Ve are working hard in
bath these markets to dnve both sigmficant
revenue growth and an appropnate return

on investment

Key prionties

I am still early in my tenure at CPP, yet | have
idenufied five key prionties The first and most
immediate s 10 ensule that the agreement
with the FSA 15 effected to the satisfacton
of all stakeholders The second 1s to shift our
culture and aperating model to one of growth
through customercentricity supported by
strengthened management discipline and
enhanced governance Thirdly | want to

see our product markeung people be more
encouraged to use therr creatraty and flar to
develop the product and service propositions
that will drive our future success and | want
1o see a parucular focus going forward, in
our product and service thinking on the online
mobile and social media markets Fourthly
focus on ensuring our investments In the
emerging markets of China India Turkey
Mexico and Brazl take full advantage of the
significant growth opportumities The fifth
priority 15 to do everything we can ata
difficult ime for the Group to retan and

In s0me areas recruit the talent we need

at all levels to delwer our future success

Qutlook

The year to December 2011 has been a
difficult perod for the Group Much has

been learned and much needs to change
However the longer-term cpportunities remain
considerable and we are well placed to make
the most of these building on our strengths
as a mulo-product mulu-geography multi-
channel business with specialist product
marketing expertise

Finally, | would like to thank the people of

CPP for therr unwavering support loyalty and
commitment ks through the efforts of the
many people et CPP that notwithstanding the
disruptions to our business dunng the year we
ware abla 10 delver the 2011 financial results

| am perscnally very grateful 1o each and every
one of our people tor therr contnbutons this
year and | look forward to working with them
In the years to come

Paul Stobart
Chief Executive Officer
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KEY PERFORMANCE INDICATORS

11

KPIs

We use Key Performance indicators to
manage performance and growth of our
business reflecting the iImportance of
both acquinng and retaining customets
and effective control over our cost base
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CHIEF OPERATING OFFICER'S REVIEW

2011 has been a challenging year for CPP and
for many of our employees especially i the UK
Nevertheless we have made progress across
the Group

Operationally we have made great stndes in
jmproving our Internal processes to demonstrate
we have a true customer-centric culture that wili
provide a solid platform for future growth We are
very cogrnisant of the need 10 make sure that

our sales processas are as robust as our proven
service operavons which help thousands of
anxious customers with lost payment cards
stolen idenuties stressiul legal disputes and

lost and stolen mohile phones

It 15 our absolute pnonty that we focus our efforts
on improving the entre customer experience
and the Company s fulfilment of all s promises
The contnued developrnent of cur people
remains a pnority and will help us achieve this
Inthe UK the business implemented a leadership
programime caled developing a leadership
mindset that nspired managers to get the best
out of therr teams and onentate all our people
behind our strategic ambitions and our commaon
purpose It ts this investment that wilf help CPP
improve ss performance, increase productivity
and deliver mproved bottom Iine results

If we look towards our regions our performance
across Northern Eurepe 1n 20171 was robust
despite the uncertain economIC emaronment
helped by our restient customer base and the
growth of our Mobite Phone Insurance business
in the UK In addition our UK Packaged Accounts
business has performed well and seen us work
closely with Santander and RBS Group
Nowwithstanding these successes, Barclaycard
suspended new sales to therr UK-based
customers through theu call to confirm channel
after announcement of the FSA invesagation in
March 2011 and, following their normal terder
process will not renew their contract when this
expwres an 31 March 2012 InTurkey, revenue
and profit are up in this growing econamy with
renewel rates improving and new Business
Partners signed

Revenue has increased 7% n this region
although operating profit tor this region 1s

5% lower impacted by lost retad income and
reduced operating efficiency as a result of the
FSA investigation

“The progress we have made in 2011
IS encouraging The actions we have
taken will create a more customercentric
orgarisation that will help the Group
move forward with added confidence,
clarty and certainty”

Stephen Kennedy
Chiet Operating Oificer

Across Southern Europe and Laun America

the picture 1s more mixed Revenue across the
region has decreased 7% The continued difficult
ecenomic siwatien in the Eurpzane has affected
our trading performance through kgher
unemployment and lower amounts of disposable
income Despite this we have entered Into new
relavonships with some major banks including
Banca Banesto which 15 the fifth largest banking
group in Spain and owned by Banco Santander
and Caixa Geral de Depdsitos {CDG) a state-
owned banking corporation and the largest bank
n Portugal

Our Mesxican operation has continued to make
good progress wath strong revenue and prohit
growth as this market becomes established

As our business matures, itis encouraging to see
our renewal rates Improve and margins iNcrease
Elsewhere in Latin America we are pleased to
have commenced sales of Card Protection n
Brazil where we cons:det the cpporunity for
growth significant This s based on a large
bankable population that tetals 134 million adults
with more than 700 millien financial cards in
cuculation Brazil also has over 191 milion mobile
phone subsenptions

Our newver rarkets in Latn America are a good
example of haw we are leveraging our existing
international Business Partners such as Santander,
HSBC and the RBS Group 10 launch in new
markets Not only does this accelerate our

entry plans but it gives us addiional confidence
having succeedad in other markets with

the same proven products and Business

Partner relationshups

In North America, our performance has been
excellent Aevenue is up 24% and profiis up
21% as we have focused on managing our
renewal iIncome and developed relationships

with Business Partners whose customers
typically choose to retain thew products for longer
Growth has been helped by an ingrease in the
number of customars acquinng our retal products
and renewal rates that have increased |am alse
pleased we have launched Packaged Accounts in
this market with Citizens Financial Group Inc The
United States, with a population of 312 million and
18 bilon financsal cards INnuse remans a very
irmportant market for CPP wath all the ingredents
for long-term success

China ang Indha offer significant opporiunities

for long term growth in our Asia Pacific region

in India we continue to make good progress

A new Business Pariner relationship has been
signed with SBI Cards a joint venture between
the State Bank of India the largest indian banking
and financial services company and GE Money as
well as expanding our presence In the debut card
market with ICICE Bank and Kotak Bank |am
delghted that India has seen an increase
revenue underlying operating profd new sales
renewals and margins

InChina although we are n the earty stages

of development revenue 1s up strangly Good
progress has been made and | am confident
we will continue te grow our customer volumes
and Business Paniner relationships in this rapidly
developing econarmy With over 3 billion finangial
cards i circulation in this country alone and over
900 milhon mobile phone subscripuions the
potentiat for growth ts huge and we are working
hard to maximise these opportunities as we
increasingly understand howv to do business

In this economic superpowear

Elsewhere in this region notably Hong Kong and
Malaysia regulatory challenges persist i affecung
our performance, but we continue to work hard
10 overcome these 1ssues

In conclusion the progress we have made in 2011
1s encouraging The actwons we have taken will
create a more customercentne orgamsation that
will heip the Group move forward with added
confidence, clanty and certainty We will continue
1a deliver products that meet our customers
expectations and everyday needs | am confident
i our abibity to delver sustained growth and
believe there are signifrcant oppartunities to
grow the business across all of our gesgraphical
markets | am also looking forward o working
wath my colleagues across the Group to make
CPP a more rewarding place tor our people 1o
work In order to defiver substantial value for gur
custamers and investors

Stephen Kennedy
Chief Operating Officer

Ho e All growth percentages are stated on cons.ant
curency bass
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NORTHERN EUROPE

Mike Kneafsey
Managing Director UK and Ireland

Northern Europe consists of
four geographical markets

and contributes 72% of Group
revenue These geographical
markets are the UK, lreland,
Germany and Turkey

The UK 1s CPP’s most
established market having been
founded in 1980 Our Insh
business was established n
1993 Germany was launched
in 1991 and Turkey started
operations 1n 2007

Regional highlights

Financial performance

zon 200 iganic censtant
£m £ Grawth crancy grawth
Revenue 2495 2349 6% 7%
QOperating profit 336 3586 (6% {51%

Key operating highights
- UK revenue has grown 6% through Packaged Account sales with Santander and RBS
Group as well as a strong Mobtle Phone Insurance performance
- Revenue diversification via the prowvision of Awrport Angel to new Business Partners

- Strong revenue and profit performance in Turkey and continued preparations to launch
Idenuty Protection

Qur products

~ Card Protection

idenuty Safe

Mobile Phone Insurance

Packaged Accounts

Asrport Angel

Home 3 joint venture

Your Law

|

Strategy for future growth

— Ingreased Card Protection velumes and focus on renewal income

Launching non-insured [dentity Safe with key Business Partners

Bulding scale and Business Partner diversification in Packaged Accounts

Volume growth for Airport Angel

Bulding Card Pratection volumes in Germany and Turkey and launching Idenuity Protection

Key economic and market indicatars®

Numnber of

Bancable Financal cards mobile

Poputaton population 18+ GOP N eiculaion SUDATHDLONS

Regwon/country im) {my % real growih) ) iy
UK 62 3 49 2 i 2283 B4 6
Ireland 45 34 it 92 54
Germany 814 68 2 27 2428 1111
Turkey 733 510 72 1425 711




CPPGroup Plc Annual Report and Accounts 2011

15

Northern Europe, which represents 72% of
Group revenue, has seen revenue Increase

to £249 8 midhon (2010 £234 § million) an
increase of 7% on a constant currency basis
The investigation by the FSA into certain (ssues
surrounding the sale of the Group s Card
Protection and Identity Protection products

in the UK and the suspension of identity
Protection sales inthe UK s voice channels

has adversely impacted revenue growth

Gperating profit tor this region of £33 8 million
{2070 £35 6 milhion) 15 5% lower than 2010
on a constant currency basis This has been
impacted by lost retail income and reduced
aperating efficiency as a result of the FSA
Investligation

UK

Despite a difficult trading year the UK businass
reporied revenue growth of 6% This was
lower than 2010 and was adversely affected
by the FSA investigation into certain 1Issues
surrounding the sale of Card Protection and
|dentrty Protection Although an agreement
has baen reached with the FSA the
investigation has had a matenal impact on the
Group s ability to seil its full range of products
in the UK including our new non-insured
tdentrity Sate product Operating profit in the
UK 15 lower, largely due to lost retall income
and reduced operaung efficiency

Elsewhere our Packaged Accounts business
has contnued 1o perforrm well and 2011 saw
us support Santander s Premium Reward
and Student current account customers with
a range of benefas In addivon we have
integrated a number of our products into

the RBS Group Packaged Accounts including
but not exclusively Mohile Phane Insurance
Atrport Angel and Card Protection

Growih in our mobile phone business
conunues o be strong despite a small dechne
in overall customer numbers Sales of our
insurance covering IPhones are up strongly

as more customers opt to protect therr
smartphones This shift towards insunng
higherend handsets has increased average

Regional trends 2011

Undaerlylng
oparating Renewsl
Revenus profit New sales rates Margins
Uk A v v v v
Jreland A A v v A
Germany A A A > A
Turkey A A v A A
A Increase > Lavel ¥ Decroase
premiums and helped drive mobile revenue Turkey

Customers are also retaining therr insurance
for lenger given the increasing contract length
and choosing to protect higher value handsets

As part of our diversification stralegy our
arport lounge access business has continued
to work with Diners International We now
have 339 arport lounges servicing around

24 000 Diners members each month

2011 also saw us launch a promotcnal
marketing business |-Deal Promotens
Limited (I-Deal) that wall work with our
Business Partners and other major brands
to suppart theur acquisition retention and
loyalty marketing strategies

Ireland

Ireland has delivered promusing revenue
growth despite its economy being impacted
by the Eurozone sovereign debt cnsis

We continue to work closely with Meteor
Mehile and the Bank of Ireland With Meteor
Mehile our Mobile Phone Insurance business
continuing 1o perfarm in ine with expectations
I-Deal our promotional marketing business,
has developed a promotional offer for Meteor
Maobile In addition Bank of lreland rolled their
contract forward duning 2011

Germany

Cur performance in the Eurozones largest
economy has been encouraging Revenue
has increased as we have implemented our
growth plans

Qur focus on bullding telemarketing volumes
and our Iive policy base, via our card safe
recelpt channel, 1s progressing with a number
of Business Partners Two card re-issue
programmes were managed on behalf of
Barclaycard and Valovis in the first half of the
year and we conunue t¢ work with DZ Bank
AG the fourth largest bank in Germany and
WGZ Bank the umbretlla instituuon for more
than 1,100 co-operative banks and co-operative
financial institutions in this country

Turkey has had an encouraging 2011 with
revenue and profit Increasing in this growing
economy Our Turkish business i1s developing
well as our renewal book increases and
renewal rates improve Qur commitment to
cost management I1s alsp helping to drive
operatonal efficiency

In Novernber after four successful years,
DenizBank renewed its relationship with
CPP to continue sales of Card Protection
DenizBank was our first Business Partner in
Turkey As previously reported in our half year
repor our contract with Akbank expired in
August following their decision 1o 1n seurce
new Card Protection sales We will continue
to renew existing policies unul 213

To increase the market penetration of Card
Protection we were pleased 10 sign two
new Business Partners Eurobank Tekfen
and Anadolubank n 2011

Home 3

Bulding on previous Business Parther wins
including the AA our Home 3 joint venture
with Spanish insurer Mapfre Asistencia wan
a contract to service part of ScottishPower s
HomeComfort customer base, with a
nymber of customers transfernng to

Home 3 1in September

Outlook

QOur Northern Europe region has had a
challenging 2074 and, although an agreement
with the FSA has been reached the region
will continue to be affected through lost sales
and ongoing costs

Our plans to diversity revenue through new
sectors and channels will continue In line with
our business plan
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SOUTHERN EUROPE AND LATIN AMERICA

Angel de Leon
Regional Managing Director

Southern Europe and Latin
America consists of six
geographical markets and
contrbutes 13% of Group
revenue These geographical
markets are Spain, Portugal,
France, Italy, Mexico and Brazil

Spain s the most established
business having launched in
1995 Our Portuguese business
was established in 2000, after
which |taly and France began
operaticns in 2001 and 2003
respectively Mexico launched
operations in 2009 Brazl is the
latest addition to Latin America
having started operations in
December 2011

Regional highhghts

Financial Performance

2m 2010 QOrganic consiant
£m Em Growth currency prowth
Revenue 44 4 467 {5)% (71%
Operating profit 106 105 2% 0%

Key operating highlights
- Revenue was breoadly maintained in our Southern European markets with the exception
of Spamn

— Revenue in our Spanish market fell 12% on a constant currency basis adversely atfected
by economic uncertainty

~ Revenue and profit performance in Mexico continues to reflect new Business Partner
relationships and the introduction of new product and sales channels with
ex\stlng partners

~ Launched into the Brazihan market through a direct-to consumer sales channet

Qur products

Card Protection

— ldentity Protection

— Mobile Phone Insurance

— Legai Protection/Legal Assistance
- Gadge! Insurance

~ Airport Angel

Strategy for future growth

- Secure new Business Partner contracts to drive Card Protection volumes

f

Implement planned product upgrades and price increases on the renewal book

Develop and grow Identity Protection

- Develop and expand Airport Angel

Expand card activation and inbound telemarketing

Key economic and market indicators*

Nurmber of

Bancable Financial cards mchile

Population  populaton 18+ GDP n circulation subscrptions.

Region/country im) im} (% real growih) Ir} im}
Spain 46 2 379 08 827 54 4
Poriugal 06 88 19 2856 173
France 63 i 493 17 2587 BAS
Italy 60 7 503 06 95 0 96 6
Mexico 1102 738 38 126 § 929
Brazl 1922 134 2 38 736 2 1913

* Seurce Euromonitor
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Southern Eurgpe and Latn America which
represents 13% of Group revenues, has seen
revenue fall ta £44 4 million {2000 £46 7 million)
a decrease of 7% cn a constant currency basis,
n difficult economic condimions Large fiscal
imbalances, high indebtedness and adverse
macroeconomic conditions have forced some
of our key markets in the Eurozone to embark
on austenty programmes to make thew debts
sustainable This has affected consumer
confidence and dernand for our products through
higher unemployment and lower amounts of
disposable income

In Latin Amenca our operations became more
established in 2011 with good progress in
Mexico and the launch of our business in Brazil

Operating profit for this regien of £10 6 rmilion
2010 £10 5 million) 1s tlat yedr on year on a
constant currency basis impaciaed by lower
renewal revenues in Italy and investment in
our new Brazilan market

Spam

In Spain aur performance has been adversely
affected by the contnued economic difticulties
that have seen deep public spending cuts tax
increases and weak economic growth Revenue
in this key European market 15 down 12% on

a constant currency basis and has been further
depressed by a restructure of the country s
savings banks

Despite these challenges operating profitin this
country increased as lower CUstomer acquisiuon
costs were incurred

Key 10 our performance has been aur
commitment to prudent cost management and
our improved renewal income Aligned to our
growth strategy new Business Partner contracts
have been signed with privately owned Banca
March and wath Banesto the fith largest
banking group in Spain which 15 owned by
Banco Santander

Haly

ltaly has not been immuna from the cnisis
enveloping the Eurczone due to weak economic
growth in recent years Despite this and with

Regional trends 2011 Undenying
operating Ranawal
Revenue profit New sales ratgs Margins

Spain v A v A A
ltaly > v A A v
Portugal A A ‘ A A
France v A v A A
Mexico A A v A A

A Increass > Level ¥ Dacraase

increased regulatory pressure on our Business
Partners we are pleased to have mantamned
revenue n this important market

Revenue has begn dnven by maximsing our
relationships with existing Business Partners
and we ntroduced a new card activation sales
channel with Diners International A new version
of Card Protection has been implemented with
key Business Partners including Barclays
Deutsche Bank and Diners Ciub ltala s ri

Product dsversification remains a pivotal growth
dnver and we are pleased to have launched
non-insured vanants of existing products

Legal Assistance, a new non-ingured version

of our legal advisory service was launched with
Fndomestic and we have signed a contract to
sell our non insured Idenuty Safe product wath
Banca Valsabbina

Partugal

Revenue has grown strongly in our Portuguese
market which is an encouraging performance
gven the weli-publicised economic problems
that have seen high unemployment and austenty
measures implemented by a new Government

We have entered into a new relationship with
Caixa Geral de Depositos (CDG) a state-owned
banking corporation and the largest bank in the
country with more than 3 8 million card holders
Telemarketing sales commenced in July
targeting credit card holders CDG joins qur other
Portuguese Busmess Partners that include Banco
Santander Totte Montepio and Credito Agricola

France

In France, we are curzently negotiating a contract
extension with our largest Business Partner

BINP Pasnbas Personal Finance S A formerty
known as Cetelem § A

Revenue in this country 1s in ine wath our
expectatons and 13 broadly stable

Mexico
Mexico has seen progress in 2011 with revenue
and profit up as this market becomes established

We have introduced new products and channels
as well as new Business Partner relationships

Banco Santander i1s now seling ldentity
Protection and in July we signed a contract with
Scotiabank alarge Canadian financial insttution
to sell Card Protecton Revenue has also been
driven threugh existing sales channels with
HSBC and IXE Tarietas

We continue to believe the expected

growth and size of the bankable population
and consurner credit penetration will present
us with a solid platiorm for sustained growth
in 2012 and beyond

Braz

In December we commenced sales of Card
Protection ir our second Latin American
market With a bankable populaton of 134
million and over 700 mill:on financial cards

i circulation, Brazil presents us with a sizeable
growth opportunity

To demonstrate consumer appetite we
introduced a direct-to-consumer outbeund
telemarketing campaign, designed to prove the
appeal of our Card Protecuon product and to
encourage new Business Partner relatronships
Already we have started warking with Par
Corretora the insurance broker of Caixa
Econfimica Federal the largest Government-
owned financial insutution in Latun America
and one of the largest banks in Brazil

Qutlock

The outlook for Southern Eurepe and Latin
America s mixed In Latin Amernica, we expect
continued growth in Mexico and bel.eve the
early mameniwum in Brazil can be accelerated
as we move into 2012

In our more established European markerts,
unsustainable sovereign debt luads and weak
economic growth are affecung our performance
parucularty n Spain In 2012 we hope to enter
mnto new Business Partner relationships and
increase the penetration of exising and new
products o drive renewed growth and ongoing
cost management
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NORTH AMERICA

Dave Pearce
Regional Managing Director

North America contributes
13% of Group revenue

Our North American business
was established in 2003
through the acquisition of

the enhancement services
division of Metnis Inc,

a medium-sized card issuer
now owned by HSBC Since
then, the business has grown
through focused product
development and working
with major organisations in
the financial and retall sectors

Regional highlights

Financial Performance

201 2010 Qrganic constant
£m £m Growth currancy growth
Revenue 45 8 385 19% 24%
Operating profit 69 59 17% 21%

Key operating highlights

— Debit card re-branding and reissue card activation campaign with Scvereign Bank
~ Renewal income increased strongly due to longer product retention

— New products introduged including the Preterred Pragramme for Wells Fargo customers

Cur products

~ ldenutyProtector
Sage 365

Lifestyle Perks
— PurchaseShield 360
— eDefence

— Preferred Program

Strategy for future growth

Target new Business Partners in financial services and retal sectors

Develop and expand new product variants

— Increase customer retention

Develop Packaged Accounts and promotional marketing

— Expand in-house telemarketing capahility

Build customer volumes for Sage 365

Key economic and market indicators*

Number of

Bankable Financal cards mobile

Population  pepulazon 18+ GDP n girculation subscriptions

Region/countiy {m) {m} (% real growth) m) {mil
Usa 3118 2377 15 17863 3250

Source Euromonitor
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North Amenca, which represents 13% of
Group revenue, has seen revenue increase

to £45 8 mullion (2010 £38 5 mullion) an
increase of 24% on & constant currency basis

North Amenca

QOur North Amencan business has delvered
strong revenue and operating profit
performance in 2011 Revenue incressed 24%
on a congtant currency basis to £45 8 mitlion
and operating profit of £6 8 millien was 21%
higher than 2010

This has been driven by sustained growth in
the number of customers acquinng our retall
products across our key Business Partner
portfolio and price increases implemented
over the past yedar Qur renewai income has
increased as we have focused on managing
customer renewals and developing
relationships with major Business Partners,
particuletly I finahcldl services whose
custorners typically opt to retain therr
products for langer

This 1s despite some challenges that could have
had a detnimental irmpact on our performance
including weaknesses in the labour market
subdued GDP growth and high levels of credit
card and mortgage defaults In addition the US
has seen increased regulatery activity with the
creation of the Consume: Financial Protection
Bureau {CFPBI, which has introduced increased
comphance and regulation into our Business
Partner relaticnships

in 2011 our relatignship with Sovereign Bank,
a Santander Group subsidiary benefited from
a card re branding and reissue programme
where we uthsed our service to sales’
competency In our card activation channel, 1o
present Identity Protecton which resulted in
strong policy acquisiion and revenue growth

Regional trends 2011

Underylng

operating
profit

Revenue

Renewal

New sales rates Margins

North America

A

A

A A >

A Incraase > Lavel ¥ Dacreass

Growth has also been achieved through the
introduction of new product vaniants at Wells
Fargo Wachovia supported by increased
opportunities to market our products to therr
customers and an improved telemarketing
performance tn August we acquired Wells
Fargo s Preferred Program portfolic a
comprehensive conclierge service effectively
launching a new product line in North America
with an established membership base and
distribution plan

Preduct tnnovation 1s an important componant
of our growth strategy At the Amencan
Bankers Insurance Association Conference in
September we launched the concept of Sage
365 a new product that provides customers
with the essential tools to predict detect,
interrupt and stop identity fraud which affects
millons of people in North Amenica

Building on our expertise in delivering Lifestyle
Perks and consistent with our strategy to
develop Peckaged Accounts in this geographical
market we launched three packaged plans for

Citizens Financial Group Inc a wheily owned
subsidiary of the BBS Group Thus 15 the first
Packaged Accounts programme we have
launched in North America and we believe
these types of accounts provide relevant
and value-adding benetit to the customer

as well as a new revenue stream for our
Business Partners

Outlook

We expect continued growth of our North
America market in 2012 Our commitment to
product tnnovation and new Busimess Partner
relatienships will remain a prionty Fecusing on
providing an exceptional customer experience
will help budd our renewal income and see
more of our customers retan their products
for longer

The development of Packaged Accounts in

the North Amencan market 15 exciting and we
hope to expand the provision of these centrally
managed services to more Business Partners
in 2012

tl-1

M3IAIAA dnoug

{Z-£
asiaas Buneiadg

05 -82
BoLIBUIBAOT)

S6- 15

SJUDLIDIRIS [eraueuly




20

ASIA PACIFIC

CPPGroup Flc Annual Report and Accounts 2011
OPERATING REVIEW ASIA PACIFIC

Richard Brady
Regional Managing Director

Asla Pacific consists of five
geographical markets and
contributes 2% of Group
revenue These geocgraphical
markets are Hong Kong,
Singapore, Malaysia, India
and China

Hong Kong was the first market
launched in the region in 2004
Singapore {2005) and Malaysia
(2008} were the next to launch
Our india business commenced
operations in 2008 and China
followed in 2010

Regional highhghts

Financial Performance

20m 29 Orgaruc. constant
£m £m Growth curancy growth
Revenue 65 57 16% 21%
Qperating loss (22) {2 3 7% 3%

Key operating highlights
- Renewed whalesale contract with China Guangfa Bank (CGB} and new Business Partner
relationships with the CITIC Group and the China Industrial Bank (CIB}

- New contract signed with SBI Cards in India our tenth Business Partner since country
{faunch In 2008

- Regulatory challenges continue to Impact the outbound telemarketing channg! in Hong
Kong and credit card tax in Malaysia continues to negatively affect the number of credit
cards in circulation

Cur products

- Card Protection

- ldentity Protection

Stuategy for fuiure growth

- Development of [dentity Protection

— Scale Airport Anget

- Secure new Business Partner contracts o increase Card Protection vofumes

- Implement planned product upgrades and assaciated price increases on the renewal book

— Build the renewal book 1n India

Key economic and market indicaiors*

Number of

Bankable Financial cards mobila

Population  poputation 18+ GDP 1 cirgulatipn subsEnpLOnS

Ragon/country T} (m) (% real growth) {m) {m)
Hong Kong 71 61 60 580 137
Singapore 51 40 53 378 75
Malaysia 286 188 44 535 340
India 12008 7641 76 2991 6814
China 13409 10743 94 30100 210 7

Source Euromonior
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Asia Pacific which represents 2% of Group
revenue has seenrevenue increase 21%
on a censtant currency basis to £8 5 mullion
(2010 £5 7 millien)

Operaung loss for this region of £2 2 million
decreased by £0 1 milhion (2010 loss of

£2 3 milicn) impacted by continued
investment costs in China and regulatory
challenges in Hong Kong and Malaysia

Hong Kong

In 2011 there continued te be uncertainty

in Hong Kong regarding changes to data
privacy regulations specifically the transter

of personal data to third parties for marketing
purposes This resulted in a suspension

of most third party marketing activities and

a reluctance of our Business Partners to use
our telernarketing channefs As a conseguence
revenue was lower

With new product and channel propositions
developed during 2011 we are confident we
can reverse this trend and recommence our
sales activities in 2012

Singapore

Revenue in Singapore increased, dniven by
increased sales through channels managed
by CPP and gur Business Partners

The Association of Banks in Singapore has
anncunced that ts members plan to 1ssue
deactivated crednt and debit cards by June
2012 After this date customers will have

to call thenr banks 1o activate ther new or
replacement cards before using them

Cur card activation processes are weil
positicned to help prevent card fraud and
should support banks with this regulatory
requirement The introduction of the Co-Not-
Call registry in 2012 should also boost our
inbound sales to service offering as outhound
telemarketing channels become less viable

Regional trends 2011

Underlying
opsrating Renowal
Reverus  profit New sales  rates Margins
Hong Kong v v v A v
Singapore A A A A A
Malaysia v v > A v
India A A A A A
China A v A N/A A
& Increase[> Laval ¥ Decrease
Malaysia China

Malaysia has seen a marginal decrease in
revenue performance and s still being

affected by two key market changes Firstly
the ongoing impact of the credit card tax
introduced n 2010 followed by the introduction
of imitations on credit cards hnked to net
earmings Both measures have reduced the
number of credit cards in circulation and our
marketing cpportunities

The Personal Oata Protecucn Act that regulates
the processing of personal data concerning
individuals invelved in cormmercial transacuons
1s currently under review and 15 likely to impact
data shanng pracuces for the country s banks
Erforcement of the Act 1s scheduled for 2012
and we are reviewing all business procedures
relating to capturing and utilsing personat

data in the business

india

We are pleased with our performance in

this rapidly developing economy which 1s
consistent with our expectations India s now
the minth largest economy In the world,

as defined by nominal GDP

We have conunued to build our Business
Partner base ang have signed a cantract with
SB) Cards a joint veniure between the State
Bank of Indm {SBI}, the largest Indian banking
and financial services company (by turnover
and assets} and GE Money

We have also expanded our presence in the
growing debit card market with ICICI Bank

and Kotak Bank Consistent with our growth
strategy to develop new channels to market
our assistance products and services we have
successfully launched the positive option sales
channe! with three existing Business Partrers

Plans to implement a second product Identity
Protection, are well advanced and we expect
10 launch this in 2012

Revenue has grown strongly in Chine although
start-up Investrrent costs continlie to Impact
an operating profit in this recently faunched
geographical market

In 2011 we renewed our wholesale contract
with China Guangfa Bank (CGB) a bank based
in the Guangdang province bordering Hong
Kong With this contract we provide Card
Protection on a wholesale basis 1o its standard
and premium cardholders

Progress has alsa been made in securing new
Business Partner relatonships wath the CITIC
Group and the China Industrnal Bank (CIB)

Cutlook

The prospects for this region remain goed

In China we centinue to build Card Protection
volumes and develop new Business Partner
relatonships Revenue in India showed good
arewth and we expect I to Increase as

we Implement rew distribution channels and
bring new products ta market in this rapidly
developing economy

In our mare established markets 1h Asia
Pacific namely Hong Kong and Malaysia
regulatory challenges concerning data
protecucn and privacy have impacted
our performance We hope 1o overcome
these short-term challenges in 2012 and
to drive renewed growth
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FINANCIAL REVIEW

Summary
Growth
20m 2090 %
Revenue (£ milhons) 3461 3258 6%
Gross profit (€ millions) 1439 136 7 5%
Qperaung profit (£ milllons)
- Reported 297 44 9 {34)%
— Underlying’ 477 a8 7 {2)%
Profit before tax (£ millions)
- Reported 28 3 398 {29 %
— Underlying® 46 4 46 7 {1}%
Reported earnings per share (pence)
— Basic 10 64 16 33 {351%
— Diluted 10 59 16 03 134}%
Cash generated by operations
(£ millions} 552 530 4%
Drvidands (pence)? 242 754 1681%

1 Excludng legacy scheme share basad payments £1.2 milon (2010 £3 8 millionl and costs
assogated with the FSA Investigation £16 9 mihon (2010 £nl}

2 Excluding legacy schema share based payments £12 mdlion (2010 £3 8 milkon) costs
associaied with the FSA mvesugaton £169 mithon 2010 £rul} gred accalerated amortisaton
of debt 13sue ¢osts Enil (2010 £3 1 rulhon}

3 Compnses ot imtenm dividend paid in relauon o 2011 and imenm and finzi dvadends pad in
relaton to 2010

We have grown Group revenue by 6% year on year to £346 1 million
{2010 £ 325 B million) led by the growth of Packaged Accounts in
Noerthern Europe and strong growth in North America and Asiz Pacific
although growth in the UK has been impacted by the suspension of
ldenuty Protection sales in the Group s UK voice channels due to the
FSA wvestigation On a constant currency basis, Group revenue grew
by 7%

Overall expenditure on business partner commiss:ons reduced to

31% of revenue {2010 34%]) due to changes in mix Despite this,

cost of sales grew by 7% as the proportson of business from Packaged
Accounts increased and as a result gross profit grew by 5%

Underlying operaung profit has marginally deckned by 2% to

£477 milhon {201¢ £48 7 midlion} as a result of the impact of lost

sales due to the FSA investigation increased overheads in the UK and
continued investrment in the start up losses of Home 3 {our joint venture
with Mapfre Asistencial offset by performance in North Amernica and the
growth of Packaged Accounts in the UK This performance togather
with the ong-off costs ansing from the FSA investigation which compnse
anticipaied compensation payable to customers through a Past Business
Review, regulatory penales and cther costs and professional fees

‘In difficult circumstances we have

delvered 6% revenue growth with
only a marginal decline in underlying
operating profit of 2% "

Shaun Parker
Chief Financial Officer

associaied with the investigation and Past Business Review resulted in
reported operating profit for 2011 of £29 7 million which was lower than
prior year {2010 £44 3 million)

Nat interest and finance costs of £14 mifllon {2010 £5 1 milfion) were
considerably lower in 2011 as the Group reduced 13 fevel of net debt
and due to the one-oft cost i 2000 of £3 1 million from the write-of
of unamortised debt costs at initiel public offering {IPO} not being
incurred 2011

As a consequence of the decline in reported operating proft reperted
profit before tax reduced by 28% to £28 3 million (2010 £33 8 mulhon)
and underlying profit before tax has reduced by 1% 10 £46 4 milion
{2010 £48 7 millign)

Underlying profit after tax {excluding legacy scheme share based
payments accelerated amortisation of debt 1ssue costs and one off
costs associated with the FSA investigation) 1s broadly in ine with prior
year at £32 4 million {2010 £32 2 million) Taking these one-off costs into
account reported profit after tax has reduced by 34% to £18 1 million
{2010 £272 million)

Basic earmings per share has reduced by 35% to 10 64 pence
{2010 16 33 pence) and diluted earnings per share has reduced
by 34% to 10 59 pence (2010 16 03 pence}

QOur operations have continued to be highly cash generative with net
cash fram operating activities of £55 2 milion {2010 £53 § million)
contributing to & reduction in net debt from £2 2 milion at 31 December
2010 o a net funds postion of £11 9 million a1 31 December 2011

The Group will not be proposing a final dvidend for 2011 due o its
consideration of future capiial requirements after the agreement
reached with the FSA An intenm dwidend of 2 42 pence was pad
during the year (2070 total dvdend of 754 pence)

Group revenue breakdown

2011 2010 Growih

£m £'m %
Retall assistance policies 2581 2627 {2)%
Retall insurance policies 385 331 17%
Packaged and wholesale po'cies 4423 2656 59%
Non policy revenue 72 34 Mi%
Total Group revenue 3481 3268 6%

Whilst revenue from retail assistance policies has margmally decined
compared to 2010 revenue from setall Insurance policies and from
packaged and wholesale policies has grown strongly The growth in
revenue fiom retadl insurance policies principally relates to the Groups
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UK Mobile Phone Insurance business where the increasing sales of
higher priced smartphone insurance policies more than ¢compensate
for a dechine in the overall leve! of poticy sales Growth in revenue from
packaged and wholesale policies 15 due 1o the continued development
of the Group's Packaged Account activities in the UK

Non-policy revenue mamly anses from the Group s Arport Angel lounge
access business where customers typically do not subscrnbe to a policy
and instead pay a fee on each occasion that they visit an airport lounge

Underying financial performance

201t 2010
£'m Em
Reported operating profit 297 449
Legacy scheme share based payments 12 38
Costs assocated with the FSA investigation —
incuired in the year 21 -
Costs associated with the FSA investigation —
provided for in the year 14 8 -
Underlying gperating profit 477 487
Reported profit befora tax 283 398
Legacy schame share based payments 12 38

Cosis associated with the FSA invesugation —

incurred in the year 21 -
Costs associated with the FSA investigation —
provided for in the year 148 -

Accelerated amortisation of debt 1ssue costs - 31

Undertying prohit before lax 46 4 46 7

The Groups statutory resufis are adjusted to arnve at measures

which better reflect underlying performance Adjustment s made

for two items which are non-cash and relate to the period priar to the
Group s imitsal public offenng A further one-off adjustment 1s made to
the 2011 results to exclude the additional ene-off costs associated with
the FSA investigation of £16 9 mullion (2010 £nt) These costs comprise
anticipaied compensation payable 10 customers through a Past Business
Review regulatory penalues and other cosis and professional fees
associated with the invesugation and Past Business Review The first
non-cash adjustment refates to the accounting charge for the Group s
legacy share option scheme which amounted to £12 millien during the
year (2010 £3 8 milien) The second non-cash adjustment relates to the
unameriised portion of the debt costs which the Group incurred when
it refinanced its debt in Aprii 2008 and which were written off at the
ume of the IPQ when the exisung debt arrangements were terminated
and the Group agreed the current £80 million revolving credit facility
The value of this adjustment in 20711 was £nil {2010 £3 1 million}

After adjusting for these items underlying operating profit was

£477 million which was 2% lower than 2010 (E48 7 milhon) On the
same basis underlying profit after 1ax s broadly in Line with pnor year
at £32 4 milon (2010 £32 2 millont Basic underlying earnings per
share was 18 80 pence {2010 19 34 pence) and diluted underlying
earnings per share was 18 81 pence {2010 18 99 pencel

FSA investigation

In March 2011 the FSA launched an investigation into UK sales of the
Group s Card Protection and Identity Protection products We have
subsequently agreed with the FSA 1o underiake a Past Business Review
in relation 1o both of these products and to implement a numbet of
changes 10 the customer renewal process Further detalls regarding

the mvestgation are included i the Directors report on page 34

Provision of £14 8 million has been made at 31 December 2011

for estimated compensation to be pard through the Past Business
Review {based on estmates of likely response rates provided 1o
us by our advisers}, regulatory penalties and other related costs
together with £2 1 rmilion of costs incurred in 2011 on professional
fees Underlying opersting profit for 2011 excludes one-off costs of
£16 9 million associated with the FSA investigation

Furthermare we have suspended sales of Identuty Protection
threugh the Group s UK voice channels since commencement of the
investigation which has adversely impacted revenue and underlying
operating profit margn

Quarterly performance

Qi Q2 i} Q4 FY
2011 201 2011 2011 20m
% % % % %
Revenue growth'
Group 13% 6% 6% 0% 6%
Northern Europe 7% 8% 5% 31% 6%
Southern Eurape and
Latin America {6) % 16) % {2)% {5)% (5)%
North America 17% 14% 23% 1% 19%
Asia Pacific 17% 11% 20% 15% 16%
UK 15% 7% 4% 3% 6%
Spain 91% OU% (0% (121%  {(10§%
01 oz 03 Q4 FY
20m 2011 201 201 20m
% % % » %
Underlying operating
profe growath'?
Group 14% {5)% 8% {201% {2)%
Northern Europe 26% {91% % (28)% {61%
Southern Europe and
Latin Amenca (71% 5% 34% {15)% 2%
North Amenca 15% {81% 55% 14% 17%
Asia Pacific (731% 44% 6% 21% 7%
UK 19% (151% 8%  1301%  (10}%
Spain 6% 20% 58% (16)% 12%

Growth percentages stolad on 8 year on year basis
Exdluding legacy scheme share besed peyrments £12 million (2010 £3 B milhon) endd costs
essociated with the FSA invesugation €16 9 mellion (2010 £rul}

X3

The Group s performance in 2017 has been impacted by the FSA

investigauon and the resulting suspension of new sales of Idenuty
Protecuon in the Groups UK voice channels which has resulted in
signihicant varation in perfermance in the different quarters of 2011

Investment in developing markets

The Group s investment i 1ts new markets comprnses mainly start-up
losses which are accounted forin the cuifent yeas s ncome statement
For these purposes the Group considers the following markets 1o be
developing Heong Kong Singapore Home 3 India Mexico China and
Brazil In 2011 the total Invesiment in start up losses i the Groups
developing markets was £4 8 mitlion broadly consistent with the prior
year {2010 £4 2 mdlion}

LZ-¢l
MmaInad Bunesadp

ct—1

MaIAIBA0 AT

05 -82
8IURLIBACE)

|

G615

SludLalels (B1DURUIY



24 CPPGroup Plc Annual Report and Accounts 2071
OPERATING REVIEW FINANCIAL REVIEW CONTINUED

Key performance indicators

Regional Performance

20m 2010 Growth Organie
New assistance income constant
(£ millons] (ses tadle betow) 855 880 131% 2o 2010 Growth  gromth
Annual renewal rate 75 4% 759% {0 51% £m £m % %
Live pohcies (milions) [see Northern Europe
table below) 10 132 21% - Revenue 2495 2349 6% 7%
Cost/income ratio 55% 51% 4% - Oparating profit 336 356 {6)% (51%
Operating proft margin® 13 8% 15 0% {121%  Southern Europe and
1 Underlving operating pro®t as a percen age of reverua Laun America

- Revenue 44 4 467 {51% (7%
New assistance income (£ millions) 20m 200 Growth _ Operaung profit’ 106 105 7% 0%
Retall products 598 723 {(17)% North Amenca
Packaged and wholesale 25 6 157 63% — Revenue 258 385 19% 24%
Total new assistance income 855 BB O {31% _ Operaung profit’ Y] 59 17% 21%
Asia Pacific
'F‘i'vf ‘I’O"c‘e‘:‘ (m‘"‘o”ls' 55 o ':‘t’g)”;: — Revenue 65 57 16% 2i%
etall assisiance policies — T
Retall nsurance pohces ) 06 1% Operating prof (22) 23 7% 3%
Packaged and wholesale policies 36 32 M% 1 Excluding legacy schams shera Dased payments costs associated with the FS&
investigation and share of loss of joint venture

Jotal hve policies nao na2 (2)%

Total new assistance income for 2011 was 3% lower than 2010

New assistance income denved from the sale of retall products has
dechned as a result of the suspension of ldentty Protection in the UK
and the economic situation in Scuthern Europe This has been parually
offset by growth in new assistance income from the Group s Packaged
Accounts and wholesale activities On a constant currency basis

total new assisiance income for the Group was 1% lower than 2010

The Group annuzl renewal rate at 75 4% (2010 75 9%) was lower than
prior year This resulted from the anucipated mix effect of lower ranewal
rates in some of our international markets Caleulated on the basis of

a canstant terntory mix compared to 2010 the Group annual renewal
rate would be 76 0% which was in line with 2010 The reduction in
renewal rates in the UK due to lower renewal rates on Identty
Protection Card Protection ang mix effects is offset by increased rates
Ik our internaticnal markets including Spawn Turkey and North Amenca

Live policies have dechined by 2% to 110 million (2610 112 million)
Retall assistance policies have dechned by 6% to 6 9 million as our
policy base has reduced in the UK due 1o the suspension of new
Identity Protection sales in the Group s channe!s and lower new volumas
of Card Protection through the call to confim channel and in Sauthern
Europe due to the economic situation

Costfincome ratio which 1s expressed as a percentage of revenue has
increased year on year (o 55% (2010 51%) reflecung the growth of our
Packaged Accounts sales channels which generally have a lower revenue
per policy and higher direct costs

Underlying operaung profit margin has decreased by 1 2 percentage
points 10 13 B% {2010 15 0%) The impacs of the suspension of Identity
Protection sales in the Group s channels in the UK and mcreased UK
operating costs which are in part due to increased costs of regulatory
comphance have reduced Group operating profit margin Thase effects
nave been partially offset by continuing improvements to margin in
Germany Turkey and Spain

QOur Northern Europe region {UK Irelend Germany and Turkey) grew
revenue by 7% on 2 constant currency basis The principal dnivers of
growth were ldentity Protection renewals which benefited from new
sales in previous years, UK Packaged Accounts and UK Mobile Phone
Insurance which more than compensated for the lost Identity Protection
new sales following the suspension of sales of the product in the
Group s UK voice channels in March 2011 In total UK revenue grew by
6% in 2011 Ireland Germany and Turkey all delivered revenue growth in
the year Operating profit of £33 6 million {2010 £35 6 million) was 5%
lower than 2010 on a constant currency basis as operating profit margins
in the UK and Iretand reduced whilst operating fosses in Germany were
lower and operating profit in Turkey increased Margins i the UK were
matenally :rmpacted by the suspension of ldentity Protection new sales
in the UK s channels frorm March

Difficult economic and business conditions have persisted in Scuthern
Europe part of our Southern Europe and Latin Amenca region, which
comprises Spain ltaly Portugal France Mexico and Brazil This has
been particularly the case i Spain where revenue has declined by 12%
on a constant currency basis, but has elso impected ltaly Portugal and
Mexico have grown revenue through new Business Partners and first
year renewal streams respectively and Brazil trading commenced in
December Margins have expanded in the regicn as the sales mix

has shifted from new to renewal, with further )/mpravement resulting
from good cost control and teduced start-up Insses in Mexico as
revenue grows Operating profit for the region of £10 6 million (2010
£10 5 million) s ftat with prior year on a constant currency basis

Performance has been strong in North America as revenue has grown
by 24% on a constant curency basis This was due to growth in new
and renewal monthly bill volumes along wath the impact of product
price increases Operating profit has iIncreased by 21% on a consiant
currency basis

Asia Pacific conunues to be a market where we believe there i1s potenual
for significant growth and revenue in the year has grown by 21% on a
constant currency basis As expected the region incurred an eperating
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loss of £2 2 milion (2010 £2 3 million} reflecung thatitis sull in a
develcpmental stage Revenue growth in the neweast markets of

India and China has been driven by new and existing Business Partners
Hong Kong continues to be a dithcult market vath 1third-party marketing
activities suspended due to data privacy regulation Malaysia revenue 1n
the year has been impacted by the credit card tax introduced in 2010 and
imitations on credit cards inked to net earnings

Investment in Home 3 joint venture

Qur Home 3 joint venture with Mapire Asistencia secured Busingss
Partner contracts which have delivered total revenue of £18 miflion
(2010 £0 2 milion) The continuing development of Home 3 has required
further investment in capabilities n anticipation of the acquisiion of
new policies and customers The Group applies the equity method of
accounting far this joint venture of which the Group s share 1S 50%

and as a result our share of operating lesses for 2011 1n this start up
phase of the business was £12 millien (2010 £0 8 rullien)

Tax

The Group s effective 1ax rate in 2011 was 36 2% (2010 31 7%}

The increase in the rate reflects the lower proporuon of Group profit
generated and taxed In the UK at 26 5% as a result of the costs
assoclated with the FSA investigation the impact of profit in overseas
territonies texed at 8 higher rate and the incidence of losses in overseas
start-up subsichanes for which no tax deduction 15 avallable

Cash flow

201 200

£m Em
Underlying operating profit! 477 487
Share of loss of joint venture 12 08
FSA associated costs? {21) -
Depreciation amortisation and other non cash
tems 131 106
Working capital {4 7) (70
Cash generated by operations 55 2 530
Legacy scheme share option exercises {02) 37
Tax {12 §) {9 1)
Operatng cash flow? 42 4 a0 2
Caprtal expenditure {ineluding ntangibles) {12 6) 16 Q)
Investment in subsidiary and joint venture {10} {0 6)
Net finance costs (10) (14
Dividends (12 9) 41
IPO and share 1ssues* 02 313
Ner rmovement in cash/borrowings® 150 49 4
Net funds/idebt)® 19 22

1 Cxcduding legacy scheme share based payments and FSA s3sociated costs

2  Exgduding provision for amounts not yet settled

3 Excluding repayment of loan notes

4 Compnses shaie issue proceeds proceads from the exeicisa of shere opuons dabt (ssue
cosis ard repayment of loan notes

%  Exctuding eflect of exchange rates and amartisation of debt 1ssue costs

6§ Includes unamorised deblissue costs

Cash generated by operations amounted to £55 2 mullion (2010

£83 0 mullion} representung a cash conversion rauo (cash generated
by operations as a percentage of underying operaung profit} of 116%
{2010 109%}

In total the Group had a working capital inflow in the year 6f £9 0 mullion
{2010 outflow £12 7 million) Allewing for the movement associated
with our legacy share scherne loan notes and provision for costs
associated with the FSA investigation results in an adjusted working
capital outflow of £4 7 millon (2010 outflow £71 million) This reflects
the growth in our Mobile Phone Insurance busmess and our Packaged
Accounts offering where our Business Partners pay us for the services
provided to their customers

Continuing investmeant

We have continued to invest In our business with investment in tangible
and intang ble assets in the year of £119 millon {2010 £18 2 rmullion}
which represents 3% of Group revenue Tangible asset nvestment of
£2 4 million was mainly computer hardware including upgrades to our
disaster recovery capability and gur desktop systems Intangible asset
investment compnsed computer software and systems and Business
Partner intangibles Computer software and systems expenditure was
£5 1 million as we further developed our systems to enhance our
packaged services and e-commerce capabiliues, ta support new
market and producst launches

Investment in Business Partner intangibles of £4 3 milion was

£3 8 milhon lower than in the prior yvear as a result of two factors

Lower sales of [dentity Protecuon following the suspension of this
product in CPP channels in March 2011 led to lower ongoing Investment
with the single Business Partner with whomn we have this arrangement
We also made no investment in one-off opperuniies n 2011 which
compares to £2 5 milhon invested with two Business Partners in 2010
The net book value of our Business Partrer intangible at 31 December
2011 was £10 4 mulhon {31 December 2010 £9 8 million)

Dividend

As aresult of the FSA investgation and the agreement 1o carry out

a Past Business Review together with the FSA imposed restriction

on distributions from Card Protection Plan Limited the Group has
cons.dered its future capital reguirements carefully and will not be
propasing a final deadend for 2011 In totaf the Group has paid diwmdends
in the year n the form of an intenm dwvidend of 2 42 pence per share
12010 1otal dwvidend of 754 pence per sharel The Group s long term
dividend policy 1o distzibute approximately 40% of underlying profit
after tax to its shareholders remains unchanged The 2010 total
dividend of 754 pence per share was in accordance with this policy

Net funds

Net funds at 37 December 2011 were £119 milion an impravement
of £14 0 million compared to prior year, as a result of posiuve operating
cash flow The Groups insurance businesses maintan cash deposits
for solvency purposes which were £178 muliron a1 31 December 2011
Allowing for these deposits results in an adjus.ed Group net debt
position of £6 0 rmillion

The Group has in place an £80 million guaranteed revoiving credi
faciity supported by a club of three banks which expires on 31 March
213 The undrawn balance on this facility at 31 December 2011 was
£36 million

Shaun Parker
Chiet Financial Officer
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CORPORATE SOCIAL RESPONSIBILITY

Corporate Social Responsibility
The Group recognises the importance of
managing the impact of cur activities on

the community and the environment and in
deing so we seek to conduct our business in
& professional ethical and farr manner with all
our stakeholders including employees
customers Business Partners and supphers
As a business that helps customers deal with
strassful events, 1115 10 our nature 1o extend
cur support to our local communities and
develop our people o the best of our abiity
Qur Corperate Social Respensibiity framework
15 hased on four key principtes

- We are committed to supporting the
community and the environment in which
we operate

- We will always seek to employ and develop
the best people for the job, ensunng that
they conduct themselves with the upmost
integnity (n all internal and external dealings

- We endeavour to meet our customers
Business Partners and stakeholders
expectations in a responsible manner and

— We are commitied to ensuring that the
business and s employees operate m
a socially conscicus way

The commumity

CPP plays an active role In sponsoring
initatives in the local commumities In which we
opera.e where possible Central to this s the
suppert of young peoplé in the community wvia
education programrnes and sporting clubs

InYork home to our international headquarters
we have helped finance York City Football
Club s Community Programme for the last

five seasons Elsewhere our Tamworth contact
centre has supported sporting groups in the
tocal community such as crncket football and
rowing clubs

"As a business that helps customers
deal with stressful events, 1t IS in our
nature to extend our support to our
local communities and develop our
people to the best of our ability”

Paul Stobart

Chief Executive Officer

The Group has also supported grass roots
sporting clubs in the Chesterfield and
Altrincham areas

The Group supports the runming 1n the UK

of competitions such as Young Sparts
Photographer of the Year and Young Sports
Writer of the Year In addition, the Group and
our employees have committed their ume to
supporting the North Yerkshire Business
Education Partnership which aims to foster
closer links between business and education
through a number of initatives such as Green
Gnffins Nest an interschool competiticn for
students to devise a new way of enabling
schools to make an ecclogical difference to
therr local environment Additonally we support
a schools Stock Market Challenge that can see
up te 300 students buying and selling company
stock at any one event Qur employees alse
waork with York Cares an organisation that
helps businesses support local good causes

Sponsorship from CPP has been given to
youth imtiatives such as the Takeover Festival
supported by the Arts Council at York s Theatre
Royal Furthermore, we have provided support
to employees to give them the opportunity

to fundraise and assist local charnties

Our overseas inibiatives include support for
Fraser Homes a chantable organisation in
North Amenca In Southern Europe our
employees worked in partnership with Caritas,
a charity that collects food for those who are
disadvantaged in Madnd and have also taken
part in Companies Soldanty Day which sees
businesses support their local communities
Cur business in Spain has also achieved the
BisCert Ceruficate® for its commitment 10
integrating people with disabiities inta its
workforce The certificate was awarded
following an independent assessment and
verification af our practices and policies

Environment

During the year the Group has worked
to develop an ethos of environmental
respansibility in the UK our largest
operation, Initiatives have included

Energy efficiency

Year on year energy usage 1s falhing in spite
of business growth This s a result of
working to ensure that our bulldings
energy-management and monitoring
systems are effective and efficient

Mimimising the use of paper

We continue 1o encourage customers
Business Partners and suppliers to use onling
services as opposed to paper based services

Paper represents a considerable area of
consumptien for the Groug and whilst there

1s a need for the business to continue to use
paper for Its communications, we have a policy
of using recycled paper and double sided
priNting In our operations

Waste reduction and recycling

Qur UK operation recycles its general paper
cardbosrd and non-cenfidential waste

In addition confidential waste paper 1s
shredded and where possible, recycled

Redundant IT egqupment is disposed of in ine
with the UK Waste Electrical and Electronic
Equipment Directive 2007 with printer
cartridges and maobile phones sent @@
recycling organisations

Carbon footprint

We endeavour o reduce our carbon footprint
whilst also encouraging emplayees to reduce
therr own carbon footpnnt In the UK we are
encouraging employees 1o use public transport
cycle walk or car-share instead of using therr
awn vehicles
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Employees

We have placed an increasing armount of focus
on ensunng that engagement and mouvation
of our employees are sustained at & high level
We alsa belleve that strong business
performance 1S bullt on the integrity and
openness of cur employees with customers
Busmmess Partners and supphers

Ta achieve this we carry out an annual Group
Employee Engagement survey that takes place
across the entire Group in local languages

The survey provides us with an insight mto
how people feet about warking for the Group
therr relatignship with their manager and in the
UK vaiuable data on our employees attiiudes
towards Treating Custemers Fairly Action plans
are created at crganisaucnal departmental
and manager levels to ensure that employee
feedback is central to improving performance

In the UK all employees have been taken
through a fearning map exercise to
understand fully the histerical evoluticn
of CFP s business, and the behavioural
requirements reflacting the future needs
of the business

{ eadership development

The Group has developed its leadership
competencies which will be rolled out In 2012
The framewaork defines the behaviours which
will be critical to our next stage of growth -
innovation shaping and planning leadership
building capatiliy and delivenng resuits

This year the Group has made significant
nvestment In its leaders commencing

a leadership development programme for
160 people in the UK This programme will
te completed 1n 2012

Training and development

We are committed to the continual
davelopment of cur employees and offer

a range of development courses that support
employees throughout their career at CPP
These range from imitral iInduction support
through to a range of core skills modules

and development programmes

The Group ts committed t0 sUPPOrting career
planning for all of our employees and the annual
review process provides an opportunity for
every employee to discuss their persenal
aspirations and skills they would like to develop

Equal opportunities

The Group believes in equal opportunities for
all employees Applications for employment
are treated fairly and are based on mernit
wrespective of race gender religious

helief, disability, age marital status and
sexual orientation

The Group s policy 15 to give full and fair
consideration te applications for employment
made by those with disabilities taking into
account therr particular aptitudes and abilities
and the nature of work nvolved Should an
employee become disabled arrangements
would be made, wherever practicable to
enable them to continue ther employment
within the Group ncluding the provision of
approprate traimng where relevant

Health, safety and welfare

The Group I1s committed to ensunng that
empioyees have a safe healthy and pleasant
working environment The Health and Safety
Committee with the assistance of external
consultants manages and monitors the
effectivensass of its established Health and
Safety policies and procedures Health and
Safety training Initiatives are well established

We centinue to aim to help employees

10 balance their work and personal ives
Flexible working 1s accommodated and in
some Instances 1s supported through the use
of remote technology Other imitiatives such as
the Flexiple Benstits scheme allow employees
to make cheices on the provision of such items
as pension provision hfe assurance medical
and dental cover and childcare vouchers

Customers

The fair treatment of our customers lies at

the heart of what we do We have clearly
communicated promises through the Group s
values and these influence keoy areas of our
business Treating Customers Fairly 1s critical
10 the Group It makes good business sense
helping to retain satisfied customers for longer
and improving customer loyalty
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Charles Henry Gregson
Non Executive Chairman
Chairman of the Nomimation
Commitee and Member of the
Remuneration Audit and Risk
and Compliance Committees

Charles Gregson was appointed
Ngn Executive Chairman of CPP

in January 2010 He has slso been
Non Executive Chairrman of ICAP
plc since 2001 and had been
Executtve Chairman since 1998
Between 1978 and 1998 he

was responsible for the Garban
businesses that demerged from
United Business Media in 1998
and merged with Intercapital in
1999 to becomea ICAP He was a
Director of United Business Media
plec and 1ts predecessor companies
from 1886 untld 2007 He is
currently a Non-Executive Director
of International Personal Finance
ple Caledonma investments plc and
Chairman of 5t Jamess Place plc

Paul Stobart
Chief Executive Officer

As Chief Executve Officer

Paul Stobart is responsible for
developing and executing the
Group s busmmess strategy across
Europe North and South America
and Asia Paaific Appointed CEQ
in October 2017 Paul was until
31 May 2011 Execuuve Director
and Chiet Executive Officer of
Sage Northern Europe part of
Sage Group plc He qualfied as

a chartered accountant with Price
Watorbouse and spent five years
in corporate finance with Hill
Samuel before jeining Interbrand,
an international marketing services
consultancy in 1988 He joined
Sage in 1996 as Business
Ceveloprment Director to then
become Managing Director of
UK & Ireland in June 2003 before
baing appointed Chief Executive
Officer of Sage Northern Europe
in January 2011

Shaun Parker

Chief Financial Cfhicer
Member of the Risk and
Compliance Committee

Shaun Parker 15 responsible for
the Group s Finance Tax, Treasury
Risk and Audit functions Shaun
joined the Group in 2003 from
Diagec where he was Chief
Financial Officer of Guinness
North America prior 1o leading

the cross-functional team that
comgleted the integration of

the acquired Seagram Wines

and Spirits busmess Previcusly
Shaun worked for IC! Plc and
then Mars Inc (Pedigree Petfoods)
where he held 8 number of senior
finance roles iIn Germany and

the UK Shaun has extensive
International expenence ganed
through a number of regional roles
and through working and living in
Germany and the US

Hamish Macgregor
Ogston, CBE

Founder and Non-Executive
Director

Hamish Ogston founded the
Group 1in 1980 before becoming
Non-Executive Charrman in 1999
He acted in that capacity until
Charles Gregson s appointment

11 January 2010 Hamish continues
to contribute to the Group s
srrategic thinking as a Non-
Executive Director and acts in

an armbassadonal role helping

to introduce CPP to industry
orgenisations and other influental
stakeholders He was awarded a
CBE in the 2011 New Year Honours
tor his services to business and 1o
the community 1in York

Note Dunng 2011 2 combined Audit and Risk Commutiee structure operated With effect from January 2012 a separate Aucht Comrnitiee and a separate Risk and

LCompliance Committee are 1n operation
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Patnck De Smedt
Non-Executive Director
Chairman of the Remuneration
Committee and Member of
the Norminatuon Commitiee

'

Patrick e Smed: 1s Charman

of the Group Remuneration
Committee having been appointed
in August 2010 Patrick joined
Microsoft in 1983 as ane of its first
appointments in Europe and
enjoyed a 23 year career there
culminating in the rcle of Chairman
for Europe Middle East and Afnica
from 2003 until his retrement in
2008 Since then he has served

as Non-Executive Directer on the
boards of a number of public and
private European companies
mcluding Cption NV Victrex Plc
and Morgan Sindall Group Plc

He also serves on the advisory
board of the corporate finance
division at ING Bank N v

Les Owen

Non Executive Director,
Chairman of the Audit Commuttee
Member of the Nomination,
Remuneraticn and Risk and
Comphance Committees

Les Owen 1s Chairman of the
Audit Committee and member of
the Ngmination and Remuneration
Committess and was appointed
in September 2010 Les worked
far 35 years in retand financsal
services including 11 years as
CEQ of companies listed in UK
and Australia including AXA Sun
Life ithe Iife arm of Sun Life and
Provincial Holdings Ple) and AXA
Aszia Pacific Holdings He s a
qualfied actuary and serves

as Non-Executive Director on
the boards of a number of
International companies

Duncan Mcintyre
Non-Executive Director,
Chairman of the Risk and
Compliance Committee and
Member of the Audit Committee

Duncan Mclrtyre was appointed
in January 2011 Duncan has
substantial expenence of
developing and growing
businesses having previously

led Morse ple as Chief Executive,
taking it frem a small private
company to a mam market listing
and being a key architect in the
bulding of Monitise plc the

global leader in Mobile Money
solutiens histed on AIM A gualified
accountant he s also Chairman

of Monitise plc Profero Limited,
Climate Risk Management Limited
and Technetix Group Limited
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1 Paul Stobart
Chief Executive Officer

As Chief Executive Officer

Paul Stabart 15 responsible for
developing and executing the
Group s business strategy across
Europe Morth ang South Amenca
and Asia Pacific Appointed CEQ
in October 2011 Pauiwas untl
31 May 2011 Executive Director
and Chief Executive Officer ot
Sage Northern Europe part of
Sage Group plc He qualified as

a chartered accountant with Price
Waterhouse and spent five years
n corporate finance with Hill
Samuel before joining Interbrand
an international marketing services
consuliancy In 1988 He joined
Sage in 1996 as Business
Developmen. Director to then
become Managing Drrector of
UX & Ireland in June 2003 before
being eppointed Chiet Executive
Officer of Sage Northern Europe
in January 2011

2 Shaun Parker
Chigt Financial Officer

Shaun Parker is responsible for the
Group's Finance Tax, Treasury Risk
and Audit functions Shaun joined
the Group in 2003 from Diageo
where he was Chief Financial
Officer of Gwnness North Amenca
prior 1o leading the cross-functional
team that completed ihe

integraton of the acquired
Seagram Wines and Spinits
busingss Previously Shaun
worked for IC1 Ple, and then Mars
Inc {Pedigree Petfoods) where
he held a number of senicr finance
roles in Germany and the UK
Shaun has extensive international
experience gained through a
number of regional roles and
through warking and Iving in
Germany and the US

3 Stephen Kennedy
Cruef Operaung Otficer

Stephen Kennedy 1S responsible
for the operational performance
across the Group He joined the
Group In February 2005 from HFC
Bank where he was a Director of
several business units ranging
from branch netwaorks both in the
UK and Europe to more latterly
iending and central sales
operations which included
Hamiton Direct Bank, Marbles
Loans and all group telemarketing
activities Stephen s a member of
the Board of Leeds City Region
Local Enterprise Partnership

4 Neil Hamilton
Chief Informauon Officer

Since joning the Greup in

2002 Neil Hamilten has been
responsible tor the definition
and mplementation of a new IT

platform capable of meetng the
Group 5 ambitious growth plans
Prior to joiming the Group Nedld
was the Group IT Director for

the business process outsoUrCINg
division of Hays Group Plc

Before this Neil was head of IT
services for Perot Systems and
has held a vanety of other IT
management positions

5 Richard Coates
Group Markeung Dhrector

Richard Coates joined the Group
in 2003 and has led the marketng
function at CPP for the past eight
years Pror 1o jointng the Group,
Richard was Director of Marketing
and Strategic Planming for a major
hotel brand and previously held
positions with a number of
high-profile US-owned marketing
agencies Richard's responsibiities
extend acrass corporate sirategy,
business planning brand strategy,
product portfolio and channel and
market development His
quabhcauons include an MBA
from Leeds University Business
Schoal Richard 1s @ member of
the Board of Gavernors at York

St Johns University

6 Amold Wagner
Group Human Resources Director

Arnotd Wagner has worked for
over 35 years iIn Human Resources

{HR} He has held the Group

HR position in two FTSE100
companies for a total of 16 years
Mast of Arnold s career has been
in international roles and he lived
and worked in the US far two
years Arnold has considerable
experence across the range of MR
actvity with 8 particular emphasis
cn orgsrusation development
1alent management succession
planning and remuneration
policies all areas on which he
has focused since joining CPP

i May 2011

7 JohnTitchener
Group General Counsel and
Company Secretary

John Titchener 15 responsible for
the Group s Legal, Secretarat and
Compliance functions He joined
the Group 1n April 2041 having
previously been General Counsel
for the Europe, Mrddle East and
Africa region of Swiss Reinsurance
Company L.td He 1s an employed
barmister and has more than 20
years exparience in the financial
services industry having held
senior roles in legal business
development and compliance at
GE and Willis, the internaticnal
insurance brokers
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GROUP OPERATIONS COMMITTEE

1 Mike Kneafsey
Managing Director UK and Ireland

Mike Kneafsey has more than

20 vears expenence of sales and
marketing \n the financial services
industry Before joining the Group
in 2008 he was Regional Managing
Director far retail banking at
Barclays Plc in the North of
England Scotland and Northern
Ireland leading a team of 5 000
staff Previously Mike spent 17
vears at HSBC holding senior-
management positions In Its
branch and contact centre
businesses and with First Direct
before becorming Sales and
Service Director for M&S Money

2 Angel de Leon
Regional Managing Director
Southern Europe and Latin
America

Angel de Leon joined CPP 1n 2010
and has an extensive background
in financial services Most recently
he held the postions of Director

ot Private Banking and Director

of Payment Systems at Banesto
Prior to thus he worked for
companies such as Amencan
Express and Visa International and
was Regional Director for Southern

* The members of the Group
Executive Commitiee also form
the Group Operations Committee

Europe at Kessler Financial
Services a leading company

In lovalty programmes and

co branding agreements for
financial institutions |n addien
he was Managing Director for
Western Union Internaticnal for
Spain and Portugal Based in
Madnd Angelts responsible for
our Southern Eurgpean and Latin
American countries

3 Dave Pearce
Regional Managing Director, North
America

Since Jjoining the Group in 2005
Dave has led record develcpment
and performance across North
Amenica His expertise In the retall
and financial seciors includes
serving as Director of Marketung
for Wells Fargo Home Mortgage

a dwvision of Wells Fargo Bank

N A, and as Chief Marketing
Oftficer for Liberty Enterprises
{now Harland Clarke), a leadng
provider of payment and securnty
solutions for financial Inshituttons
Dave atso has deep expernence

in the consurmer packaged goods
industry (CPG) as Lirector of Sales
& Marketing for the $800 mithon
international division of Green
Giant and supporter of brands

ncluding GlaxoSmithKline

EJ Brachs and Pillsbury Daves
qualifications include an MBA
In Marketing He s an adjunct
professor at Normandaie
Commumity College in
Minneapolis Minngsota
where he teaches marketing
and strategic planning

5 Tim Haig

Director

Tim has been providing support

to country management teams
inTurkey Germany and India as
well as shanng sales best practice
across the Group since Apnl 2001
Prior to this appointment Tim

was the UK Sales Director having
joined CPP in April 2006 Before
CPP Tim held numercus seniar
positicns with Experian over a 10
year period that included Director
of Sales Director of Custamer
Service and Diractor of Operations
and Service Tin s early career was
spent with HFC bank

4 Richard Brady
Regional Managing Director Asia
Pacific

Richard Brady joined CPPGroup
Plcin March 2011 as Managing
Director of the Asia Pacific

Regian He s responsible for the
development and perforrmance

of the Group acrass the region
Richard has a strong background
and extensive expenence in
Banking and Financial Services
over 28 years Before joining the
Group Richard was CEO of Olve
Tree, a UK firrm offering investmeant
products for financial advisers
Prior to that he was the UK
Business Development Director

of Zurich Assurance Vice President
Agency Sales for AtA in Shanghai
(AIG Group) and Dwmisional Director
of a listed UK nationa financial
advisory business
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DIRECTORS" REPORT

The Directors present their Annual Report and avdited financiat
staternents of tha Group for the year ended 31 Decernber 2011

Principal activities

The principal actvities of the Group during the year were the provisian
ot Life Assistance products with operations in 16 couniries n both
daveloped and developing markets CPP s products and services are
dasigried 1o mast a range of consumer neads 1n particular relating to
credit and debit card ownership personal identity mobile telephones
travel and the home CPP 15 also prominent in the provisicn of Packaged
Accounts where products and services are seurced (o create a tallored
package for bank account customers The activities of the Graup
prmarily focus on prowiding custerner assistance dunng stressful ife
events such as foss or theft of a wallet purse mobile telephone

or keys as well as supportin the event of identity theft

Further detalls of the Group s activities and a review of the business
are set out N the Group overview and Qperating review sections of
tha Annual Report on pages 1 to 27

Detals of the key performance Indicatars used by the Directors to
assist in management of the business and to provide evidence of the
achievement of its strategies are included on page 11

Informatton relating to the environment and employees 1s included
n the Corporate Social Responsibility report on pages 26 and 27

These secuons ara by refarence part of the Directors repont

Diwvidends

As a rasult of the FSA investigation and the agreement to carry out

a Past Business Review together wath the FSA imposed restriction
on distnbutions frem Card Protection Plan Limited, the Directors have
considered the future capital requirements of the Group carefully ang
do not propose paying a final dividend for 2011 As a result the total
drvidend for the year was the intenim deadend of 2 42 pence paid on
12 Qctober 2011 (2010 total dividend of 7 54 pence per ordinary share}
The total dvidend of 2 42 pence per share 15 not in accordance with
the Group s long term dividend policy of distnbuting approximately
40% ot profit after tax to (s shareholders

Directors

In aceordance with the Company s Artcles of Associzuon all serving
Directors retired from the Board at the Company s first Annual General
Meeting on 19 May 2011 The retiring Directors being eiigible

all otfered themselves for re election and were re-appointed an

19 May 2011

The Directors who served throughout the year except as neted were as
follows

Charles Gregson  Charman

Eric Woolley Chiet Executive Ofhcer {resigned 1 October 2017)
Paul Stobart Chief Execunve Officer  (appointed 1 Octeber 2011)
Shaun Parker Chret Financial Officer

Harmish Ogston Non-Executive Director

Nor-Executive Director
Non Executive Director  (resigned 31 March 2011}
Patnick De Srmedt Non-Executive Director

Les Owen

Peter Morgan

Duncan Mcintyre  Non Execuuve Director

In accordance with the Company s Arucles of Assoclation Paul Stobart
as a Director appointed during the yvear will offer himself for re-election
to the Board at the Company s Annual General Meeting

Detalls of powers of Directors procedures for appointment and
re-election of Directars, Directors' iIndemnity insurance and procedures
for managing Directors’ conflicts of interest are included in the
Carporate Governance statement on pages 38 to 43

Biographical details for each Director are set out on pages 28 and 29
Deatals of committee membershigs are set out on pages 40 to 42 of
the Coiporate Governance statement

Detals of Directors beneficial iInterests in and options over the
Company s shares are 58t cut in the Remunsration report on pages
44 10 50

These sections are by reference part of the Directors repoert

AGM

The Annual General Meeting of the Company 1s to be held on

16 May 2012 The notice of the Annual General Meeting and on
explanation of the nor-routineg business are set out In the explanatory
circufar that accornpanies this Annuzl Report The notice of the Annual
General Meeting speafies deadlines for exercising voting nghts and
appoINting a proxy or proxies to vole in relation to resolutions to be
passed at the meeting

Capital structure

Details of the issued share capital together with movements in the
Company s 1ssued share capital for the pernod can be found in note 29
to the financial statements The Company has one class of capial
ardinary shares which carry no nght to fixed income  Each fully paid
share carries the nght to one vote at a general meeting of the Company

Details of the Group s employee share schemes are set out In note 30

A specal resolution was passed at the Company s Annuat General
Meeting on 15 May 2011 which allows the Directors 1¢ allot shares up
ta an aggregate amount equal to one third of the Company s existing
1ssued ardinary share capital

Pursuant 10 Article 5 of the Company's Articles of Assoccration and
subject to the provisions of the agplicable regulations statutes and
subordinate legislaton the Company 15 enutled to purchase its
own shares

The Company did not purchase any of its own shares during the year

Change of control provisions

Some agreements to which the Company or 1ts subsidaries are a party
may be at nsk of termination by counterparlies in certain restricted
circumstances in the event of a change of control of the Company
Furthermore the Directors are not aware of any agreements between
the Company and its Directors or employees that provide for
compensation for toss of office or employment that occurs because

of a takeover bid

Supplier payment policy

The Group s policy 1s to agree terms of payrnent with all supplers
ansure that these terms are undarstoad and abwde by the agreed
termns of payment At 31 December 2011 invoiced trade creditors were
equivalent to 18 days purchases (2010 20 days) based on the average
daily amount invoiced by suppliers during the year
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Chantable and pohlitical donations
During the year denations to local chanties made by the Group
amounted 1o £31,000 {2010 £30 000}

No poliical dorauons were made dunng the year {2010 £nil)

Substantial shareholdings

On 26 March 2012 the Company had been nobified 1n accordance
with the Disclosure and Transparency Rules of the Financial Services
Authonty ol the noufiable interests in the ordinary share capital of the
Company setlout in the table below As {ar as the Directors are aware
as at 26 March 2012 no person had a beneficial interest in 3% or more
of the voiing share capital except for the following

Ordinary

shares
Name {thousands) %
Hamush Ogston 58 021 %
Schroder Invesiment Management Lid 31421 18%
Mondrian Investment Pariners Lid 9 838 6%
Aberforth Partners 7774 5%
Henderscn Global Investars 6 010 A%

Hamish Ogston holds 57% cf the 1ssued shares of the Company Under
the terms of a Relatonship Agreement between Hamish Qgston and
the Company dated 1B March 2010 for so long as Harmish Ogstan (or
any person connected o hira) holds 1h aggregate 30 per cent or more
of the ordinary shares in the capnal of the Company [or the attached
voung nghts in these shares) Harnish Ogston (and each persen
connected to him} shall not

— Vote in favour ot or propose, any resolution to amend the Company s
Articles of Association which would be contrary 1o the principle of the
independence of the Company from Hamish Ogston (and each person
connected to him}

— Take any action which precludes any member of the Group from
carrying on 1ts business independently of Harmish Ogston {and each
peraon connected to him} and

— Taks any acton (o7 omit to take any action) to prejudice the
Company s status as a listed company ar s suntabibity for hsting
or the Company's campliance with the Listing Rules and Disclosure
Rules save in crcumstances of a takeover or merger of
the Company

Going concern

The Directors have preparad the financial statements on a going
concern basis consistent with their views formed after making
appropriate enguines as cuthned in the Corporate Governance
statement on page 43 wwhich 1s by reference part of the
Directars report

Principal risks and uncertainties

There are a number of potential nsks and uncertainttes which could have
a matenal impact on the Group s future development performance and
pos:ion and could cause acwal results to differ matenally frorm expecied
and historical results The pnncipal nsks and uncertanties facing the
Group and the acuons taken by the Directors 1o address them are

Geaographic markets

The Group has operations In several geographic markets with varying
levels of business matunty in terms of size opserating model and
product basa The Group is subject to the risks inherent in operating
and developing international operations

Given the UK s sigmificance 1n the corporate structure the Group's
operating results are at nsk fram fluctuations in performance of the UK
business The FSA investigation into certain ISsues surrounding the sale
of its ldenuty Protection and Card Pratection products in the UK has
creatad uncertainty about the products and some of the sales channels
through which they are marketed The ongoaing difficult macroeconoamic
backdrop in Southern Europe and banking sector conditions 1n Spain
continue 1o prevail In this part of the Group s business

The Group s Risk Pelicy summarses the processes used 10 identfy
evaluats and monitor risks faced in each of the Group s operating
geographical markets as well as the Beard's appetite for risk A serles
of Group Board Policies and delegated responsibihties tagether with
ongoing management aversight and support are in place to manage the
principal nsks The impacts which varying ecenomic social and political
canditiens inindiwidual countries have on the Group's nsk profile are
regularly considered and appropnate management actions implemented

Eurozone operations

With the Group aperating in Euro denominated countries and reporting
In Sterhng the current position with the potential for the Eurozone to
break up presents a nsk to the Group Risks to the carryng value of the
Group's Euro based subsrdianies Euro denominated intragroup loans,
translation of Furo based trading acteaties and other Eure based
balances exist Where appropriate mitigation actmwities to further himit
exposure have commenced including asset repatnation to Sterling in
the UK and adjusting counterparty mits

Current pradicuons {In Focus implications of a Eurozone Break-up
Euromenitor International 8 December 201 1) indicate that a Eurozone
break up could precipitate a deeper recession across the whole of
Europe impacting on employment and consumer spending impacting
demand for CPP's products in the Group's Euro countnies This may
be mitigated by grawth af new business streams from CPP's non
Euro developing markets

The part of the Group s net assets and profit before tax anginating
n the Eurozene are included 1n note 27 to the finencial statements

Regulation

The Group hes a number of regulated subsidianies and a regulated
joint venture and as such the nisks of non-compliance with current
regulation continuance of the Group s licence to trade 1n any given
terntory or future changes to regulatory framewarks are ever present
Oversight and govarnance procedures coupled with a prudential nsk
management framewaork are maintained centrally and 10 each key
terntory to embed operauonal and financia! compliance

At the request of the Board two leading firms of lawyers have been
engaged to adwise the Group One 1s focused on the business standards
operated by the Group's UK regulated subsidiaries with the aim of
demonstraung that these meet or exceed legal and regulatary
requrernents The second addresses compliance systems throughotrt
the Group and the controls apphcable to therm The Board intends to
implement the recommendations frem its legal advisers as soon as
practicable to enhance and strengthen its framewaork for managing
comphiance nsk and assunng comphance with regulatory requirements
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The Board has 1aken other inibistives to Imprave the effecuveness of its
regulatory complhance including the following

« The legal and compliance staff has besn increased and the level of
expertise on regulatory and cornphance subjects deepened through
external recruitment

- A Governance Committee has been established which diracts and
oversees change in the Group s systems and contrals for preventing
detecung and miugating compliance nsk including requiatory matters

— The Group has warked constructively with the FSA 1o ensure the
documents descnbing and explaiming its products and services
cornply with relevant legal and regulatory requirements and

- The guality and comprehensiveness of compliance reporung
has been revised and improved io enable management and the
Board 1o identfy rends and address regulatery and complhance
topics effectively

Davelopments in and the increasing burden of the requlatary
environment are closety monitared to enable the Group to pra-actively
respond to patential future change Changes in regulation or new
regulatory bodies {for example the new Consumer Financial Protection
Buredu {CFPB} in the USA ur the upconmung spht of the FSA s regulatory
responsibiinies in the UK) not only potentally impact the Group s
operations andg product base but might also impact Business Partners
appetite or the Group s products and thus revenue generation Close
relavonships with Business Partners assist proactive management

of this rnsk

Much of the Group s product base 1s regulated in local markets and
as such is open to analysis by local regulators Two such analytical
developments in the UK are in respect 1o the FSA's reviews of

Packaged Services For Current Accounts ' and Sales of Maobile
Phone Insurance  both of which are being considered by the Group
Irnplernentation of conclusions from these reviews In the UK by the
Group and i1ts Business Partners could adwversely affect the Group s
sales and profitability

Potental changes in tax legislation either direct or indirect 1n any of the
Group s geographic operating markets are ever present The impact of
emergng tax legislavon s monitored by management and the Beard
Appropriate action would be taken to mitigate any adverse impact {rom
crystalisation of tax legislation changes

FSA Investigation

The Group announced on 28 March 2011 that the FSA had initiated

an invesiigation into the Group’s sales processes in the UK for sales of
Identity Protection and Card Protection producis The Group announced
at the same ume its decision 1o suspend sales of Identity Protection
through 1ts UK voice channels in response to the FSA investgation The
Group continues Lo renew ldentity Protection with existing customers
when ther current policy expires

Since March 2011 the Group has worked constructively with the

FSA in relation to1ts investigation and progress has been made on
Improving 11s producis sales processes and customer facing actviies
The Group remains focused on providing a markat leading service ta our
customers During the FSA investigation 1t was (dentfied that the Card
Protection product has a feature namely post notification fraud cover,
which in actual factis not required as post nouficauion iL1s the 1ssuing
bank that covers any fraud This feature has been in our Card Protection
product for many years however was removed during 2011 The
{eature has been commonplace (n card pratection products in the
market offered by other companies

Dunng 2011, the design and content of the UK s products has baen
reviewad and apprepnate modifications made reflecting discussions
with the FSA Changes to the Group s product development processes
have also been made

On 24 February 2012 the Group announced that it had reached
agreement with the FSA on the scope of actions necessary to address
certain faiings \n its sales processes 10 the UK The Group has
acknowledged that thers were falings in its telephone salas practices
and elements of its product design It has agreed to make changes to
Its renewals process in order 1o highlight more clearly 1o customers that
they have the nght not to renew the preducts and to explain clearly the
henefits and limitations of the relevant product It has atso agreed to
carry out a Past Business Review under FSA supervision of direct sales
of its Card Protection and Identity Protection products made since 2005
and to offer tedress (o cusiomers where appropriate Thus 1s an event
afier the balance sheet date and 1s referred to in note 34

- Renewals Process The Group has agreed with the FSA to make the
foliowing changes to the renewal process of its Card Protecton and
Identity Protection products The post renewal cancellation period
will be extended from 14 to 60 days, dunng which time a customer
seeking to cancet ther policy will cbtain a full refund A renewal pack
will be sent to customers 80 days befere renewal explaining to the
custorner thewr nght to cancel and the advanteges and limitations of
the relevant product 30 days alter the palicy renewal date CPP waill
send the customer a reminder that their pohicy has renewed and that
they have another 30 days in which to cancel therr policy in order to
obtain a full refund All commumcations wath the customer dunng the
renewal process will be approved in advance by tha FSA The
changes will be mplemented by 1 May 2012 Based an customer
surveys and feedback, the Group remains confident that its
custormers continue to place great value on its products and services
across the offered range However the risk exists that an adverse
rmpact on renewal rates rrray occur as a direct result of the
redesigned renewal process

— Past Business Review The Group will undertake a Past Business
Review to ascenain those customers who may have suffered
detrimant {and the extent of any loss) as a result of sales or renawal
conducted by CPP of its Card Protections policies since 14 January
2005 and sales of Idenuty Protection through CPP s telephone sales
channels since 14 January 2005 {but, in both cases only where the
ongnal sale did not involve one of CPP s Business Partners making
an intreduction or conducung the sale) The Past Business Review
exercise will be conducted under the superasion of a FSA-apponted
‘skilled person' and will comprise a number of customer contact
events Including consecutive mallings and telephone calls The
purpose of the Past Business Review will be to offer customers the
opportunity for redress by way of reimbursement in the event that
they have been mis-sold the Group's products

Prior to launch and mainly for operational reasons, a pilot customer
contact exercise will be undertezken using equivalent matenals and
procedures as will be used for the wider exeraise CPP expects that
the pilot exercise should be completed during the second quarter
of 2012 with a view 1o then commencing the wider Past Business
Reviaw and settlement of customer clams for redress

In assassing the likely financial impact of the remedial action tg

be taken the Group has with its adwvisers considered a number of
assumptions including customer response rates 1o the Past Business
Review Based on its expenence of customer complaints to data
customer satisfaction surveys and 1he results of exercises conducted
0 similar ercumstances and on the adwvice ot cur adwsers the Group
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has been able to reasonably predict 1ts exposure to direct redress
payments The assumplions, however cannot be guaranteed, and
given the publicity generated by the FSA's investigation into CPP
there rernans the risk that customer redress rates in particular could
materially exceed those assumed Notwithstanding such uncertainty
118 likely that the results of the pilot contact exercise will provide
further assurance on the probable outcome of the full review

- Dispostiion of Assets The Group has agreed with the FSA certain
restrictions on the disposition of assets by Its subsidiary, Card
Protection Plan Limited {CPPL} These include probibiions, without
pricr FSA consent of any matenal movements of assets by CPPL
within the CFP Group matenal changes to s capital structure or
remuneration policy, payments of dividends by CPPL or any other
significant alteration in the composition or quality of CPPL's assets

The anticipated impact of the above actions agreed with the FSA
tegether with an estimate of regulatory penalties and professional
fees are included in the Group s provision of £14 8 milion {or costs
associated with the FSA investigation described in note 25
Approxirnately half ¢f the amount provided relates to an estimate
tor the agreed Past Business Beviews This elerment of the provisicn
could vary depending upon cuslcrmer response rates

It currently remains uncleqr what steps the FSA may wash o take,

if any and against whom In relaton to UK sales of CPP's Card
Protection and ldentity Protection products that are not within the
scope of the Group s Past Business Review or in respect of any similar
products available to the market from other providers There can be ho
guarantee that the FSA wili not seek (o take action on & wider industry
basis Untl such time as the FSA makes a determunation on these
1ssues and the repercussions are understood for the industry as a
whole the Group 15 unable 16 assess the potental impact on s
Business Partners or the Group s relatonship with them including
any financial consequences

The agreement with Lhe FSA does not merk the end of the FSA
investigation which 1s conunuing There ts a nsk that the investigation
rmay result in further acton which may have an adverse impact on the
Group s hinancial performance Dunng 2011 the investigation has
created uncertainty around the UK s Identity Protection and Card
Protection products which 15 continung to have a matenal impact on the
Group s ability to selt its full range of products in the UK The Group may
suffer reputational damage which might have further impact on the take
up of iis products with 1ts custorners angd on 11s ability to contract with
its Business Partners This could lead 1o reduced sales levels for the
Group s products

The mvestigation has placed additonal pressure on management
and statf in the UK the impact of which 1s being actively managed

Business Partner relationships

The Group mainly operates 2 Business to Business to Consumer
model and as such a relatively high proportion of the Group s revenus
and profit1s attributable to sales through relationships with 1ts
Business Partners

Relatronships with key Business Partners are actively managed on

a local basis and globally where appropniate to ensure that the valus
0 the Group of these relationshups 1s optimised Agreed contractual
terms support the Group s operations with Business Partners which
are subject 1o the normal course of re-negonation when identified n
the contract

Future revanue and profit could be adversely impactied by detenoration
of existing or falure to develop new Business Partner relationships
An example of this 1s Barclaycard one of our Busingss Partners whe
shortly after the Group s announcement of the FSA s investigatien on
28 March 2011 suspended new sales to ther UK based customers
threugh therr call to confirm channel Furthermare following a
competitive tender in line with 11s normal business practice Barclaycard
informed the Group that it does ngt intend 1o renevwr 1ts contract when
1t expires on 31 March 2012

In additon 1f the Group s Business Pariners merge with or are acquired
by other entities that are not already Busimess Partners such Business
Partners may reduce or discontinue their use of the Group s services
Business models in the UK retall banking sector are subject to change
and adapuon which may impact the Group s revenue and profit

As previously announced the Group has developed a new non-insured
service product ldentity Safa which 1t had hoped to introduce inta the
UK s call to confirm and card activation voice sales channels during
2013 Following extensive discussions with the Group s Business
Partners it 1s now expected that the new ldentity Safe product s
unlikely to be adopted by Busingss Partners in the UK until after the
FSA investigation 1s concluded although extension 1o a number of other
product iniatives wath UK Business Partners has occwrred  Although
Group and UK management continue to work closely and actively with
Business Partners in the UK reaction of Business Partners to actions
which may anse from the FSA s investigation including any actions on
a wider industry basis and the resultant impact on the Group s Business
Partner relationships remains uncertain

A large proportion of the UK s Phonesafe business revenue s
attributable 1o the Group s relationship with one Business Partner
T-Mobile The current contract between the Group and T Mchbile has
been extended 1o Septernber 2012 Following the merger between
T-Mobtle and Orange Everything Everywhere Limited have inisated

a tender process for iInsurance provision post September 2012 which
covers both the existing T-Mahile and also the Orange mobile phone
schernes The Group 1s included in Everything Everywhere Limited s
tender process the outcome of which could be increased new
Phonesafe revenue from an enlargad customer base or loss of existing
new revenua streams from the T-Maobile customer hase or samewhsre
In between The Group 1s actively participating in the tender process

Across the Group external pressures anse from competilive activities
Business Partners pressure on commercial margins and the ability to
establish and grow operations The Group proactively addresses these
compettive pressures through seeking to develop new products
enhancing existing products, delivering a high quality cusiemer
experience and operating through diverse marketng and customer
acquisition channels
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Sales channe! management

The Group uses & selected number of sales channels to take 1ts
products to markst A nisk to revenue growth anses if axisting channals
cease 1o be avalable or viable and the Graup is not able to wdentify and
exploit alternative channegls As proviously announced on 28 March
2011 the Group decided to suspend new sales of Identty Protection
through 1its UK voice channels in rasponse to discussions with the

FSA which impacted revenue growth in the UK

An example of changes 10 channel availsbility 1s 10 Hong Kong where
in 2010 heightened loca! public concern over the transfer of personal
data 10 third parues such as CPP {or marketing purposes resulted
in a suspension of all third party marketing across husinesses in Hong
Kong Most third-party marketing has remained suspended through
2011 which has continued to postpone our telemarketng activities in
the Hong Kong markel

The Group contnues io acuvely explore and investn new andg
alternative salas channels through which to distribute its products to
cnd custorners a key element of which (s product presence and seliing
on the internet

Borrowing facilities

The Group entered into an £80 million Revohving Credit Facdlity (RCF)
with Barclays Plc The Royal Bank of Scotiand Plc and Allance &
Leicester Plc (part of the Santander Groupi on 17 February 2010

The RCF expires on 31 March 2013

It 15 the Intention of the Group te negotiate appropnate lending faciies
weell in advance of the matunty of the current RCF A nisk exists that one
or more of the current lending banks wall not wish to parucipaie In the
new facility or the Group will not be able to refinance its debt The
Group 15 currently in discussion with the banks about its ongoing debt
tacihities and the Board is currently considening other tinancing options
As at 31 Cecember 2011 the Group had funds drawn down under the
RCF of £43 5 million However this was ofiset by £54 8 million of cash
As at 31 December 2011 the Group was in a net funds position of

£11 9 rmilhon

Data secutity, IT and telephony systems

[he nature of the Group s praducts sales channels and delivery models
mean that its reputanon cash flows or operatuons could be adversely
aftected by falures of the Group s own IT or telephony systems or
those provided by third parties Examples of such failures include
ternporary or permanent loss of customers data data security breaches
or adverse impacts 10 contractual service levels

The Group has continued t¢ iInvest significani capital in the maintenance
improvement and secunty of nts {T and data management systems
lapplicatons databases platforms telephony sysiems and networks}
for s worldwide operations and for the secunty and pnvacy of
customers data An independent review has recently been
cornmissioned by the Board 1o provide assurance over the Group s
design of data management controls Key performance indicators of

the Group s pnncipal supplier network their equipment and services are
actively and continuously monizored The UK business which operaies
the Group s international IT data and telephony networks 1s 1SO 27001
accredited and the majonty of countries in the Group are certified {0 the
payment card Industry data secunty standard (PC) DSS)

Key supplier contracts

The Group has a number of suppliers who either support or provide
elements of the product base or the Group s operating structure

Where a single supplier provides sigrufitcant services the nsk of koss or
interruption of services exists Finangial and operaticnal stabiity of these
supphers is monttored and additional or dual supply 1s iImplemented i
appropnate crcumstances

Fraud

The Group s product base, in particular the insurance of mobila
phone handsets in the UK introduces an inherent nsk of claims fraud
A specific operauonal team momitors external fraud and actions are
taken to minimise claims settlements that nmught be fraudulent

The Group s policy on fraud and corruption requires managers and statf
10 act honestly with integnty and to safeguard all Group resources for
which they are responsible at all umes Additienally management
aversight and conwrals are designed to be able to identify and mimimise
inherent fraud nsks across the Group

Financial nsks

The Group s operations expose it to financial nsks including capital
maintenance foreign exchange interest rate quidity credit and
insurance nsks Further details of these risks together vath miugaung
actions are provided in note 27 to the financial statements

Homecare Insurance Limited (HIL) ts currently preparing to comply

with the future requirements of the Solvency Il Directive 1n respect of
capital maintenance As part of these preparations and to reflect HIL s
nsk profile a Partial Interna! Model has been developed which 1s subject
to approval by the FSA prior 10 being used to deterrmine capital
requiremnents A nsk gxsts that the FSA will not approve the Parual
Intarnal Maodel and HIL will have to use the Standard Model which may
give rise to a higher regulatory capital requirement when Solvancy 11 1s
implemented n January 2014

Auditor
Each of the persons who 1s a Directer at the date of approval of this
report confirms that

— So far as the Director 1s aware, there 1s no retevant audit information
of which the Company s Auditor 15 unawadre and

-~ The Director has taken all the steps that he ought to have taken
as a Director in order to make himself aware of any relevant audit
informancn and to establish that the Company s Auditor s aware
of that information

This confirmation 15 given and should be interpreted in accordance with
the prowsions of Section 418 of the Companies Act 2006

Delaitte LLP have expressed their wallingness to continue in office as
Auditor Aceordingly a resclution to reappoint them wall be proposed at
the Annual General Meeting

By order of the Board

John Titchener
Group Genaral Counsel and Company Sacratary

26 March 2012
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STATEMENT OF DIRECTORS’

RESPONSIBILITIES

The Direciors are responsible for prepanng the Annual Repart and
Accounts i accordance with applicable law and regulations

Company law requres the Directors to prepara financial statements for
each hinanoal year Under that law the Directors are required Lo prepare
the consohdated financial statements 1n accordance with International
Financial Reporung Standards as adopted by the Eurepean Union

{ IFRS ) and Article 4 of 1he 1AS Regulation and have elected to prepare
the Cornpany financial stalements in accordance with United Kingdom
Generally Accepted Accounting Pracuce [United Kingdorn Accounting
Standards and apphcable law) Under company law the Directors must
not approve the accounts untl they are sausfied that they give a true
and farr view of the state of affairs of the Company and the Group and
of the profit or loss of the Group for that penod

In preparing the cansolidated financial statements nternational
Acrounung Standard 1 requires that Directors

~ Property select and apply eccounting policies

- Presemt Inforrmation including accounting pohcies in a
manner that prowvides relevant relable comparable and
understandable information

- Prowde additional disclosures when compliance with the specific
requirements in IFRSs are msufficient to enable users to understand
the impact of particular transacuons other events and conditions
on the Group s financtal posiuon and financial perfermance and

- Make an assessment of the Company s ability to conunue as

a goIng concern
In preparing the Company financial siatements the Directors are
required to
- Select sunable accountung policies and then apply them consistently
-~ Make judgements and esumates that are reasonable and prudent

— State whether applicable UK Accounting Standards have heen
tallowed subject to any matenal depariures disclosed and explaned
n the financial staterments and

- Prepare the Company financial statements on tha going concern basis
unless 1t ts Inappropnale 19 presume that the Company will continue
In business

The Dhrectors are responsible for keepng adequate accounting records
that are sufficient to show and explain the Company s transactions and
disclose wath reasonable accuracy at any tme the financial position of
the Campany and enabla them 1o ensure that the financial statements
comply with the Companies Act 2006 They are also responsible for
safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud and

other irregulatiues

The Directors are respansible for the maintenance and integrity of the
corparate and financial information included on the Company's website
Legislaton in tha United Kingdem goeverning the preparation and
dissermination of financial statements may differ from lagislation in
other jurisdictions

We confirm that to the best of our knowledge

- The financial statements prepared i accordance with the relevant
financial reporting framework give a rue and farr view of the assets
hamhities, financial posiion and profit of the Company and the
undertakings ncluded in the consolidation taken as a whole and

- The busingss review which 1s incorporated into the Directors' report
and the Group overview and Gperating review sections of the Annual
Report includes a fair review of the development and performance of
the business and the posiion of the Company and the undertakings
included in the consolidation taken as a whale together with a
descriptan of the pnncipal nsks and uncertainties that they face

By order of the Beard

Shaun Parker
Chief Financial Otficer

26 March 2012

Paul Stobart
Chief Executive Officer

26 March 2012
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CORPORATE GOVERNANCE STATEMENT

Comphance with the UK Corporate Governance Code
The Board 1s responsible to shareholders {or strategic direction,
tgdnagement and control of the Cormpany s actvities and 15 commtted
to the highest standards of corporate gevernance in delivering n

thess areas

Threugheut the financsal year the Bodrd cansiders that the Company
has comphed with the provisions set out in the UK Corporete
Governance Code [the Code), as published by the Financial Reporting
Councit in May 2010 and available on 1ts websiie www frc org uk except
as descnbed in the section entitied Compliance with the UK Corporate
Govermnance Code” below

The Board

Throughout the year the following Directors served on the Board
Charles Gregson as Non-Executive Chainman Shaun Parker as Chiet
Finaneial Ofticer and Harmish Ogston Patnck De Smedt Les Owen
and Duncan Mcintyre as Non-Executive Directors

During the year and up to the date of this staterment the following
changes to the Board were made

— Paul Stobart was appointed as Chief Executive Officer on 1 October
2011

~ Eric Woolley resigned as Chiet Executive Ofticar 1 Cctober 2011 and
- Peter Morgan rettred as a Non-Executive Dirsctor on 31 March 2011

Faollowing the changes descnbed above the Beard 1s now comprnsed
of the following

- Charles Gregson as Non-Executive Charman,
- Paul Stobart as Chief Executive Officer
- Shaun Parker as Chief Financial Officer, and

- Harmsh Ogston Les Owen, Patnek De Smedt and Duncan Melntyre
as Non-Executive Directors

The Board met 25 times dunng the year which included a number
of meetings 1o address the FSA invesugation and the consequences
lor the Group

The Board operates withun a formal schedule of matters reserved to 1t
This schedule 15 reviewsd and updated on a regular basis Other powers
are delegated to the vanous Board committees and seniar management
Detalls of Board and commuttee attendance dunng the year are set out
in the table under the section headed Directors’ attendance at Board
and committee meetings” on pags 40 Details of the various roles and
respansihlities of the Board cammittees are set out on pages 40 {o 42
Papers for Board and committee meetings are arculated in advance

of the relevant meeting and where a Drector 15 unable 1o attend he
continues to be provided wath a full copy of the papers and has the
opportunity to cormment on the matters to be discussed

The Board considers that its pnmary role 1s to provide leadership to the
Group to set the Group s long term strategic objectives and to develop
rabust corporate governance and nsk management practices

The Board compnses individuals with wide rang:ng business skills and
expenence and considers that the balance of skills and experience 15
appropriaie 1o the requirements of the business The Board considers
that the balance between Executive and Non-Executive Directors allows
1t 10 exercise objecuvty in decsion making and proper conire! of the
Company s business Each member of the Board has had access to all
information relating to the Group the adwice and semaces of the
Company Secretary {who Is responsible for ensurtng that Board
procedures are {ollowed) and as required exiernal advice at the
expense of the Group

Chairman and Chief Executive Officer
The roles of the Chairman and the Chief Executve Officer are separate
clearly defined in wnting and have been agreed by the Board

The Charman Charles Gregson (s responsible for leadership of the
Bodrd, ensuning its effectveness on all aspects of its rofe and setting

s agenda The Chairman has no involvement in the day-io-day business
of the Group

The Chief Executive Officer Paul Sicbart 15 the executive responsible
for the day-to-day running of the business and I1s accountable to the
Board tor its operatonal and hnancizl performance

On his appointmant as Chairman Charles Gregson did satisfy the
independence criena as set out In the Code However following his
appointment as Charman hie 1s assumad 1n accordance wath the Code
not to be ndependent The Board, whilst recognising the reasoring in
the Code behind this assumption has concluded that Chatles Gregson
1s independent, being independent in character and judgement and
being free from any relationstips or circumstances which are likely

to atfect or could appear to affect his judgemant

Throughout the year the Chairman has held regular informal
meetings with Non-Evecutive Directors without the Executve
Dvrectors being present

Board balance, independence and appointments
During the year the Board has reviewed the structure size and
composition of the Board {together with an evaluation of the Board s
balance of skills knowledge and experience), the membership of
the vanous Board commidtees and the expected ime cormmitment
and the policy for Board appointments for Executive and
Non-Executive Directors

The Directars am is to ensure that the balance between Non-Executive
Directors and Executive Directors of the Board raeflacts the changing
needs of the Group s business

The Board has reviewed the independence of each of the Non-Executive
Dnrectors that have served on the Board throughout the year and
concluded that Duncan Mcintyre Les Owen and Patnick De Smedt

are independent Hamish Ogsion founder and largest sharehalder 15
not considered independent As such together wath the two Executive
Drrectors Paul Stobart and Shaun Parker the Board durning the year
has sausfied the Code requirements that at least hal! the Board
excluding the Charman should comprise Non-Executive Directors
determined by the Board to be independent The Non-Executive
Directors are cansidered to be of sufficient calibre and expenence

to bring sigificant influence to bear on the decision making process

On joining the Board Non-Executive Directors receive a formal
appointment letter which identifies the tme commitrment expected
of them A potential director candidate 1s required to disclose all
signiticant outside commitments prior to appointment and the Board
has approved a policy requining disclosure and approval by the Board
of all additional appointments for Executive or Non-Executive Directars
The terms and conditions of appointment of Non-Executive Directors
and service contracts of Executive Directors are avalable 1o
shareholders for nspection at the Group's registered office dunng
normal business hours

Biographical detals of all Directors are given on pages 28 to 29

Information and professional development

The Board receves detailed reports from executive management

on the performance of the Group at 1ts Board meetings and other
intormation as necessary Regular updates are prowded on relevant
legal corporate governance and financeal reporting developments and
Directors are encouraged to attend external serminars on areas of
relevance Lo therr role
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Appropriate training and inducuon are made avadable to any newty
appointed Director having regard to any previous expenence they
may have as a Director of a public company ot othenanse An angoing
programme of training 1s 1n place and all mermbers of the Board are
encouraged Lo participale in thus programme Directors are also
encouraged to devote an element of thair time to sell development
through avadable trairung This 15 1n additon to any guidance that may
be given from time to me by the Company Secretary

All Directors have access 1a the advice and services of the Company
Secraetary The Company Secretary or his nomines 1s the sscretary for
all the Board commitiees The removal and appointment of the
Campany Secretary 15 a matier reserved for Board approval The Board
also ohtains advice from professional advisers as and when requured

Performance evaluation

The Board fed by the Charman has carried cut a Board effectiveness
review through an independent third party The evaluation was based
on written questionnaires completed by current Directors and some
face to face interviews Thess were used 10 create a written report with
recommendations The overall results of the evaluation were presented
to and discussed by the Board in December 2011 The performance of
the Chairman was included in the above process and took into account
the views of the Executive and Non-Executive Directors Following this
review the Directors have agreed that the actions in respect of certain
processes identfied for improvement should be implemented and
intend to review this implementation regularly

Re-election

All Directors are subject 1o elecuicn at the first Annual General Meeting
following therr appmntment by the Board The Company s Articles of
Association state that at every Annual General Meeung any Director
who has been a Director at each of the two preceding Annua! General
Meelings and who was not appointed or re-appointed by the Company
in general meeting at or since such meeting shall rewre as Dwector

A retnng Director shall be eligible for re-appointment In practice this
means that every Director stands far re-election at least once avery
threa years

The Coda recommends that all Directors of FTSE 350 companies
retire and are put up for re-election at the Annual General Meating
Although the Company 1s not currently a FTSE 380 company, the
Company considers this 1o be best practice and accordingly, all

the Dwrectors {save for Paul Stabart who seeks first electon as below)
offer themselves for re-election at the 2012 Annual General Meeting

The Board explains the reasons why it believes each Director should
be elecied or re-efected in the Notice of Meeting for the next Annual
General Meaeting As referred 1o above, Paul Stobart who was
appointad as a Director duning the year will be subject to election

at tha torthcorming Annual General Meating The Board beheves that
1s performance continues o be effective and ihat the election of
Directors 15 also consistent with the Board s evaluation of the size
structure and composition of the Board

Relations with shareholders

The Board remains committed 1o mantaiming good relauonships with
shareholders There 15 a good dialogue with institutional shareholders,
although cere 15 exercised o ensure that any pnce-sensitive informatcen
1s released at the same Lrme 1o all shareholders i accordance with the
requirernents of the UK Listing Authority The Chief Executive Officer
and the Chie! Financial Officer meet with instituttonal shareholders on a
regular basis and are available for additonal meetings wharse requesied
Institutional shareholders wall in future be given the opportunity o mest
with the Charrman andfor other Non-Executive Directors if they have
concerns that have not or cannot be addressed through the Chief
Executive Officer or the Chief Financial Officer

The Chairman s responsible for ensuring that eppropnate channels of
commurucation are established between the Chief Executrve Officer
{and the other Executive Directors) and sharcholders and ensuring
that the views of the sharehclders are made known to the Board this
includes feedback prepared by the Group s brokers on meetings hetd
with institutionat sharehaolders

The Company recognises the importance of ensunng effective
communication wath all of iIts shareholders An a2nnual financial report
15 distnbuted to all shareholders and 1o ather parties who may have an
interest in the Group s performance This report together wath a wade
range of other information ncluding the half-yearly financial report
intenm management statements  regulatory announcements and
current details of the Company s share price, 15 made available on

the Company s website

Insurance
The Company has arranged appropriate INSUrance Cover in respect
of any potenttal htigaiton against Directors

Board commuittees

The Audit and Risk Cornrmttes, the Nomimaton Comrmittee and the
Remuneration Commitiee are sitanding commitiees of the Board The
Board established during the year a Governance Comrmittee with terms
of refaerence to formulate governance arrangements for the Group and
make recommendations to the Board

The written terms of reference of the committees including therr
cbjectives and the authonty delsgated to them by the Board are
avallable upon request from the Company Secretary or via the Group s
website at www cppgroupple com and are reviewed at least annually
by the relevant committee and the Board All commitiees have access
to independent expert advice The chairman of each committee reports
1o the Board

Conflicts of Interest
A register of conflicts of nlerest 1s maintaned by the Company
Secretary Entnes in the reqistar are discussed by the Board as required
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Directors’ attendance at Board and committee meetings

The Directors attendancs record for the year at the Board and committee meetings was as follows

Audit and Risk RBemunerduen Nomingtian

Board Committee Committee Commuttes
Charles Gregson Non-Executive Chairman 24 {25} 8(8) 6 (6] 2(2)
Paut Stobart* Chief Cxecuuve Otficer 55
Eric Weolley** Chief Executive Qfficer 17 120}
Shaun Parker Chief Financial Officer 25 {25}
Duncan Mclntyre Non-Executive Director 25 {25} 5(b)
Peter Morgan™** Non-Executive Director 34 33 21(2)
Hamish Cgston Non-Executive Director 22 (25}
Les Owen**** Non-Executive Director 24 (25} 818} 6 {6) 2{2)
Patnick De Smedt Non Execuuve Director 20 (258} 6 {B) 2{2)

Apponted to Board ¥ October 2011
Resigned fron the Board 1 October 2011
Resigned from Board and Audir and Risk Conim ttee 31 March 2011

Appointed to he Audi and Pisk Coemmittee 1 Apnl 2011

ihe figures in brackets represent the maximuam number of teetings from appointment for which the indiwidual was a Board or committee member

Audit and Risk Commuttee

Membership and meetings

Set out below 15 the current membership ot the Audit and Risk
Committee

- Les Owaen (Chairman)
- Charles Gregson and
- Duncan Mcintyre

Les Owen took over as Chairman of the Audit and Risk Comimittee
on 1 Apnl 2011 following the retirernent of Peter Morgan on 31 March 2011

The Company Secretary acts as secretary to the Audit and Risk
Committee Other indnaduals attend at the request of the Audit and Risk
Committee Chairman and dunng the year the external Auditor senior
management Chief Executive Officer Chief Financial Officer, Head of
Risk and Audit and Head of Commpliance would usually attend meetings
10 report to the Audit and Risk Commuittee and provide clanfication and
explanations where appropriate The Audit and Risk Commiitee also
meets with the external Auditor without executive management present
on a regular basis The Audit and Risk Committee met on eight
ocecasiens duning the year and detalls of attendance at Audit and
Risk Committee meetings are set out In the table under the heading
Directors attendance at Board and commitiee meetings’

The Board is satisfled that Duncan Mcintyre has recent and relevant
finangial experience as referred 10 in the Smith Report

Role of the Audit and Risk Committee

The role of the Audit and Risk Commititee 1s to assisi the Beard in
discharging its duties and responsibilitres fer financial reporung,
corporate governance and internal cantrel The Audit and Risk
Commitice is also pnmarily responsible for making recommendations
to the Beoard in relation to the appointment rg-appaintment and removal
of the external Aucitor and to approve the Auditor s remuneration and
terms of engagement The Audit and Risk Commuttee s duties include
keeping under review the scape and rasults of the audit werk 1ts cost
effecuveness and the independence and objectivity of the Auditor
The Audit and Risk Committee also monitors the volume and nature
of nor-audit services provided by the Auditor The Audit and Risk
Commuttee s also responsible for monitonng and reviewing the
effectiveness of the internal audit and nsk functiens and the capital
adequacy requirernents of the Group s refevant subsidiaries on an
ongaing basis

A full copy of the terms of refarence for the Audit and Risk Committee
can be obtaned on regquest from the Company Secretary or via the
Group s websile al www cppgroupple com

To reflect the Group s continuing development ot its governance
sltuctures the Board has agreed that with effect from January 2012
the roles of the current Audit and Bisk Committee should be split with
the formation of a separate Audit Commattee and a separate Risk and
Compliance Commitiee Each committee will be chaired by a different
Non-Executive Director in addition separate Internal Audit and Risk
Management teams wifl be formed from the current mult-disciplined
Risk & Audit team

During the year the Audit and Risk Commuttee discharged its
responsibilities by performing the following activities

Financial statements

Buring the financial year and up to the date of this report the Audit and
Risk Committee reviewed and discussed the financial disclosures made
in the annuat results announcemeant Annual Report and Accounts half
yearly financial report intenm management statements and the other
trading statements made by the Group together with any related
management letiers letters of representation and reports from the
external auditors Sigmificant financial reporting 1ssues and judgements
were considered together with any significant accounting pelicies and
changes proposed to them

Internal control and risk management

The Audit and Risk Commttee has reviewed the Group s internal
control and nsk managerment systems It has received preseniations
from senior management on the major risks faced by the Group and the
procedures established to identily assess manage monitor and report
on these nsks

During the year the Audit and Risk Committee has reviewed and
updated the Group s Risk Strategy and Risk Appeute statemants
to reflect the current operating environment of the Group

In the UK, Homecare Insurance Limited is subject to the European
Comrnission s Salvency Ll Directive due to be implemented by

1 January 2014 Tha Drraciive 1s aimed at producing a more censistern
solvency standard for insurers acrass Europe snsuring that capital
requirements are more reflective of the nsks being accepted During
the year the Audit & Risk Cammitiee has monitored progress of the
Group s Sotvency Il project and enhancements made in the UK to nisk
managemen: and governance systems as required by the Directive




CPPGroup Plc Annual Report and Accounts 2011

47

External Auditor

The Audit and Risk Committee bas responsibility for overseeing

the relatonshsp with the external Auditor and approves the external
Auditor s engagerment letler audit fee and audit and client services plan
{including the planned levels of matenality) The external Auditor attends
the Audit and Risk Committee meetings as appropriate and meets at
least annually with the Audit and Risk Commuittee without executive
management The Chairman of the Audit and Risk Committee also
maeets privately with the external Auditor

Durning the year the Audit and Risk Commitiee recevad regular
detailled reports from the external Auditor including a formal writien
report dealing with the audn objecuves the Auditor s qualfications
expertise and resources effectiveness of the audit process procedures
and policies for maintaiming independence and compliznce with the
cthical standards 1ssued by the Auditing Practices Board The external
Auditor s management letter 1s reviewed as 1s management s response
to1ssues raised The Audit and Risk Committee maonitors the latest
ethical guidance regarding rotaton of audit partners Non-audit services
provided by the external auditors are monitored by the Audit and

Risk Commuttee

During the year the Audit and Risk Comrmitee has reviewed detaled
reports covenng the planming and resuits of external audit work which
included challenge to management s assumptions In addition the
Audit and Risk Commuttee considered a review of the external Auditor s
client service provision and arrangements for partner rotation The lead
external audit partner Stephen Williams 15 due to rotate after 2011
reporung s complete, assuming that the resolution to adopt Deloitte

as auditors for a further year 1s passed by shareholders The Audit

and Risk Committee 1s satisfied with the performance of the external
Auditor during the year and the palicies and procedures in place to
maintain ther aecuvity and independance Having considerad the
quality objectivity and independence of the audit teams and their work
completed across the Group the external Auditor s reporting and the
levels of communication and service, the Audit and Risk Committee has
recommended that Deloiite he re-appointed at the forthcoming Annual
General Meeting

Internal Audit

The Audit and Risk Commuittee approves the annual internal audit plan
and methodology and moniiors progress against the plan during the
vear 30 audit reports across the Group (2010 21) identifying some
150 key recommended actions (2010 100) in respect of the Group s
system of internal control were considered by the Audit and Risk
Committee Progress egamnst actiens wentified in these reports and
the external Auditor s management letier as well as other contrel
related actions raised by third parties are monitored by the Audit and
Risk Committee at quarterly intervals

The Risk and internal Audil team 1s led by a Chartered Accountant with
maore than 20 years' sucht expenence in the financial services sector
The team comprises a total of four auditors whose tenure in the Group
vares up ta 10 years The Audit and Risk Committee has approved the
department s terms of reference and has established procedures to
monitor and review the department s effectiveness including feedback
fram the external Auditor and senior management The Audit and Risk
Committee has assessed the resources the depariment has 10
complete 1ts rermit and has approved the use of co-sourced exiernal
consultants to supplement wark parucularly in areas requinng specialist
skidls e g Infermation Technology and Salvency il The appointment and
removal of the Head of Risk and Audit I1s the responsibihity of the Audit
and Risk Commuttee The Risk and Internal Audit department continues
1o have unrestrigted access to all Group documentation premises
functions and employees as required to enable it to perform its
funcuions The Head of Rigk and Audit has direct access to the Board
and the Audit and Risk Commuttee Chairman and ts accountable to the
Audit and Risk Commitiee meeting regularly with the Audit and Risk
Cammuttee Chairman without executve management

Other activities
During the year other significant activies addressed by the Audit and
Risk Comimittee were as fellows

— The rewtew of regular reports from the Head of Complance and

— The raview of the Audit and Risk Committee 5 own terms
of reterence

Regular updates are provided to the Audit and Risk Cornmittee on
developments in financial reporting nsk management and related legal
and corporate governance matters

A formalised whistle-blowing policy and procedure for staif 1o raise
issues regarding possible improprieties in matters of financial reporting
ar other mattars has been sstablished and was reviewed during the
year The Audit and Risk Committee 15 responsible for monitering the
effectiveness of the Group s whistle-blowing procedures and any
notifications made The Audit and Risk Committee 1s charged with
ensuring that appropriate arrangements are In place for employees

to be able to raise maiters of possible impropricty in confidence and
performing suitable subsequent follow-up action

An alternative reporting channel also exists whereby perceived
wrangdoing may be reported via telephone to an external third party

The Audit and Risk Committee has access to the services of the

Risk and Internal Audit and Company Secretanal depariments and

15 authorised to obtain independent professional advice 1f 1t considers
It necessary

Auditor’s independence and objectivity

The external Auditor provides some non-audit services pnmanky (n
the provision gt taxation and in relation 1o corporate transactions that
may arise from time to time 1IN order to ensure that Auditor objectivity
and independence are safeguarded the following controls have

been implermented

- Formal guidance on the use of the Auditor for non-audit work has
been agreed by the Audit and Risk Committes In summary, this
ensures that work would usually only be awarded when by virtue
of the Auditor s knowtedge skills or expenence the Auditor s clearly
10 be preferred cver alternative suppliers

— The Audit and Risk Commuttee receives and reviews each year an
analysis of all non-audit work awarded to the Auditor over the financial
pericd and

— The Audit and Risk Commiitee receives each yeat a report from the
external Auditor as to any mattars that the Auditer considers bear on
its independence and which need 1o be disclesed to the Audit and
Risk Committee

Norination Committee
Membership and meetings
Set out below 1s the current membership of the Nomination Commitiee

— Charles Gregson {Nomination Comrmittee Chairman)
— Patrick De Smedt and
— Les Owen

Peter Morgan was 2 Member of the Nomination Commitiee durning
the year up untl his retirerment on 31 March 2011, Charles Gregson
{Charman) Patrick De Smedt and Les Owen served as members of
the Norunation Committee throughout the year

Role of the Normination Committee

A full copy of the terms of reference for the Nomination Committee can
be obiained by request to the Company Secretary or via the Group s
website at www cppgroupplc com
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GOVERNANCE CORPORATE GOVERNANCE STATEMENT CONTINUED

The Momination Commuttee s prncipal funcuan I1s 1o carry out a formal
selection process for Executive and Non-Executive Directors and
subsequenily to propose to the Board any new appointrnents {this
includes recornmending Directors appointed dunng the year for election
by shareholders at the Annual General Meeting atter their appontrent)
Ulumate responsibility for the appaintment of Directors resides with
the Board

The Noemination Committee oversess successian planming for Directors
and senior managers below Board feval

The Chairman of the Nomination Commitiee reperts to the Board
on the outcome of meetngs

During the year the Neminaton Commitiee met two imas

The Nomination Commuiltee engaged the services of professional
advisers particularly in relation to the appointment of the new CEO
Paut Stobart

Durng the year the Normination Cammittee considered the following
principal items

- Areview of the current structure size and composition of the Board

- Engaging an independent third party te carry out an evaluation of
Board eftectiveness

- The ume commitment expected of Non-Executive Directors
- Leadership and succession planning

— The proposed elscton of Directors at the forthcoming Annual
General Meetng, and

- The appointment of the new Chief Executive Officer

Governance Commitiee
A full copy of the terms of reference for the Governance Commitiee
can be obtained by request 10 the Company Secretary

The Governance Committee s pnncipa! function 1s 1o review governance
procedures In the Group to ensure they are fit for purpose and
consisient with current best practice The Governance Committee

15 not expected to hecome a standing commitiee of the Company

The Chairman of the Governance Committee reports to the Board on
the outcome of Its meetings and makes recommendatons to the Board
about governance procedures The Governance Commitiee has advised
the Beard on engaging the services of protessional advisers particularly
n relation to compliance procedures and controls and Board reporting
and management information

During the year the Govemnance Comnuttee met three tmes lthas
considered the following matters

- The mplementauon of replacing the Aucht and Risk Commitiee with
a separate Audit Cormittee and Risk and Comphance Committee

- The estabhshment of the Group Executive Commitiee of the
Company to assist the Chief Executive Qtficer in the performance
of his duties

- The Board compesition and commuttee structures of the Company s
UK subsidiary undertakings

— The Group s comphance procedures and controls

— The Group's policies and procedures to engure Its customers
are treated farly and

- The form and content of Board reporting and management
infarmation

Report of the Remuneration Committee

The full detalls of the composition and work of the Remunerauan
Commuttee are provided in the Remuneration Report set out on pages
44 to 50

internal control

The Board has overall responsibility for the Group s system of internal
control and for monitoring Its effectiveness The Audit and Risk
Cornmittee has been in operation throughout the yedr and oversees
the Group s system of internal control Matenal nsk or control matters
togather with the appropriate remedial action are reporied by the Audit
and Risk Committea to the Board The Board rmonitors the ongoing
process by which cntical nsks to the business are :dentfied evaluated
and managed This process Is consistent with the Turnbull Guidance on
Interna! Control and the revised guidance 1ssued by the Financial
Reporung Councii in October 2005 and has been in place for the year
under review and up to the date of approval of the Annual Report and
Accounts The key elemants of the Group s system of internal control
include regular meetings of the Risk Management Group {(an executive
management forum) and of subsidiary company boards together with
anntal budgeting monthly financial key performance indicators and
operatonal reporting for all businesses within the Group

Compliance is monitored by management the Group s compliance
departments Internal Audit and to the extent it considers necessary to
support its audit report the external Auditer Included in the description
of Regulatory sk on page 33 are the actions and initiatives taken by the
Board to improve the effectiveness of its regulatory complance some
of which are currently in train A number of other changes 1o the system
of internal cantrol are identified in the description of the FSA
Investigation on page 34

The Beard assesses the effectiveness of the Group s system of internal
contral {including financial operational and comphance controls and risk
management systems) on the basis of

- Established procedures, including those already descnbed which are
in place to manage perceived risks

~ Reports by management 1o the Board on specific aspects of the
Group system of internal control and sigruficant control 1ISsues

- Under the direction of the Risk Management Group the conunuous
Group-wide process for formally identifying evaluating and managing
the significant nsks 1o the achievernent of the Group s objectives and

- Reports o the Audit and Risk Committee on the resuits of internal
audit revigws and work undertaken by other departments including
compliance and information secunty

The Group s system of internal control 1s designed 1o manage rather
than climinate nsk of failure to achieve the Group s cbjectives and ¢an
only prowvide reasonable and not absolute assurance against material
mis-staterment or loss In assessing what constitutes reasonable
assurance the Board considers the matenalty of financial and non-
financial nsks and the relationship between the cost of and benefit
from the system of internal control

The Board regularly reviews the actual and forecast performance
of the business compared with the annual plan as well as other key
performance indicators

Lines of responsibiity and delegated authorties are clearly defined

The Group s policies and procedures are regulerly updated and
distributed throughout the Group The Audit and Risk Commitiee
receives reports on a regular basis on cormphance with the Group s
policres and procedures

On behalf of the Board the Audit and Risk Commuttee confums that
through discharging its respansibilities under its terms of reference

as descnbed on page 40 1t has reviewed the effectiveness of the

Group s system of nternal controls and is able to confurn that necessary
actions have been or are being taken to remedy any identified falings

or weaknesses




CPPGroup Plc Annual Report and Accounts 2011

43

Homecare Insurance Lunuted and Card Protection Plan Limited
finsurance and insurance intermediary companies of the Group
respecuvely) are subject 1o regulation by the Financial Services Autharity
and as such undertake a solvency/capital adequacy assessment process
on a reguiar basis Quipul from these assessments ofe subject to
review and approved by the indwidual Boards of these companies

and ara reviewed by 1he Financial Services Authority from time to ume
The assessments include considerauon of the nsks that the Group s
business faces tn 11s operating environment the assessment of the
likelihood of the risks crystallising and therr potenbal matenality and

the effectiveness of the control framewark in muugatng each nsk
Homecare Insurance Limited 15 currently preparing to comply with

the future requirements of the Solvency Il Directive

The purpose ot each assessment s 1o estabhsh the level of capital
resources that the busginess should maintain beth under current market
conditicns and under a range of scenarlos 11 order to ensure that
financial resources are sufticient to successiully manage the effects

of any risks that may crystallise

Using a framework of key controls the Risk and Internal Audit
departrnent reviews the extent to which the system af internal control
1s effecuve 1s adequate 1o manage the Group s significant nsks and
sateguard the Group ¢ assets and in conjunction with the Company
Secratary and the Group s Legal and Complance teamns ensures
comphance with legal and regulatory requiremnents It provides
independent and objactive assurance on risks and controls to the
Board and senior management

Internal Audi s work 1s focused on areas of greatest nsk 1o the Group,
as determined by a structured nsk assessment process invohang
Executive Directars and senior management The output from the
process I1s summansed i an annual audit plan which 1s approved by
the Audit and Risk Commuttee The Head of Risk and Audit reports
regularly to the Audit and Risk Committee and Chief Financial Officer

The role of laternal Audit and the scope of its work continue to
evolve 1o take account of changes within tha business and emerging
best practice

Compliance with the UK Corporate Governance Code
The Direciors consider that the Company has been in full compliance
with the provistons set outin the Code throughout the year except as
described below

The Board has not apponted a Senior Independent Nan-Executive
Drrector A decision as to who should take up the role of Senior
Independent Non-Execuuve Director has not yet been made by the
Beard The Board expects to i} this role in 2012

The Directors are not subject to annual re-election The Articles of
Asscciation of the Company require a Director appointed dunng the
year to be reappointed at the next annual general meeung of the
Company In addivon all Directors are reappointed no less freguently
thar every third anhual general meetng The Baard, however has
agreed 1o be subject to annual election at this year s Annwal General
Meeting as reterred to on page 39

Going concern

In reaching their view on preparation of the Group s accounts on a going
concern basis the Board considered a wide range of siressed scenanos
and has taken external adwce These scenanos included the known
impacis and possible direct and indirect iImpacts ansing from areas
idenuiied in the rnisks and uncertamties facing the Group which include
the FSA investigation and the actions taken by the Directors to address
it included on pages 34 1o 35 of the Directors repoert

Hawng considered the outcomes of all these scenanos the Directors
have a reasonable expectation that the Group has adequate resources
to conbnue o cperate for the foreseeable future and accordingly the
Directers have continued to adopt the going concern basis in preparing
the financial statements

In this assessmant the Directors have taken into consideration the
following In connecuon with preparation of the accounts on a going
concern basis

— The Group s business actvibies togsther wath the factors hkely to
affect its future development, performance and position are set out
in pages 7 to 12 of the Group overview section and pagas 14 to 25
ot the Operating Review secuion of this Annual Report

— The financial position of the Group its cash flows Liquidity position
and existing borrowing tacilities are descrnibed in the tinancial review
on pages 22 1o 25

- In addition note 27 to the financial statements includes the Group's
objectives policies and processes for managing its capital its financial
risk management cbjectives details of its financial instruments and
1ts exposure to credit igquidity Interest rate and Insurance fsks

~ The sources of finance avalabde to the Group which include the
Group s £80 mulion Revolving Credst Facihity which expres on 31
March 2013 115 the intentien of the Group 1o negotiate appropnate
lending faciities well in advance ot the matunty of the current RCF
A sk exists that one or more of the current lending banks will not
wish to parucipate i the new facility or the Group will not be able to
refinance its debt The Group 1s currently in discussion wath the banks
about 1ts ongoing debt facihties and the Board 15 currently considenng
other financing opttons At the 31 December 2011 the Group had
positive net funds of £171 9 million Under the scenanos that the
Directars consider most ikely debt funding 1s not required at 31
tMarch 2013 when current facihties expire

— The potential iImpacts from the FSA investigation on the continued
resources which may be required by the business including a number
of assumptions around custemer response rates to the Past
Business Review

Although agreement was reached wath the FSA 1 rematns unclear what
further steps the FSA may wish to take 1f any and against whom in
relation 10 UK sales of CPP's Card Protection and Identity Protection
products that are not within the scope of the Group's Past Business
Review or in respect of any similar products avallable 10 the market
from other providers There can he no guarantee that the FSA will not
seek to take actton on a wider industry basis Until such time as the FSA
makes a determinanon on these issues and the repercussions are
understood for the industry as a whole the Group 1s unable to assess
the poienual mpact on s Susiness Partners or the Group s relationship
with them ncluding any financial consequences

Although the Directors believe that there 1s unlikely to be a matenal
impact on the Group resuliing from these potential events it does
reman a possibility and therefore leads o the disclosure of a contingent
hability Given the possible impact of the contingent hability there s a
material uncertainty which may cast doubt as to the Group and
Company's ability to continue as a going concern and therefore 1t may
be unable to realise s assets and discharge its habilities in the normal
course of business

Nevertheless having considered the above uncertainty and afl
the avalable informauan the Directors are of the view thatntis
approprate 1o coninue to adopt the going concern basis in
prepanng the financial statements
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REMUNERATION REPORT

This report has been prepared on behalf of the Board by the
Remuneratian Committee and I1s in accordance with the provisions

of the Companies Act 2006 (the Act} and schedule 8 of the lLargs

and Medium-sized Companies and Groups (Accounts and Reports)
Regulatans 2008 The report also meets the relevant requirements

ot the Listing Rules of the FSA In accordance with the Act, a resolution
will be proposed at the foerthcoming Annual General Meeting of the
Company to approve this report

The Act requires the independent Auditor 1o report to the members

of the Company on certain information contained 1n the report and to
state whether inthe Auditor s opimion  that information has been
properly prepared in accordance with the Act The report has therefore
been divided into twao sections showing the audited and unaudited
information separately

Throughout the year the Remuneration Committee has complied with
the UK Corporate Governance Code 2010 This report sets out the policy
far the financial year just ended for the forthcoming year and subject to
ongoing review for subsequent years

UNAUDITED INFORMATION

Role

The Remuneration Committee {the Commuttes) has responsibility for,
on behalf of the Board determining the remuneranon policies and
practces for the Executive Directors the Group Cperations Committee,
the Company Charman and the Group-wide remuneration policy more
broadly inimplementing these pohcies and practices the Company aims
to support the implementation ¢f a business strategy which creates
vatue tor shareholders over time

The Commitige s terms of reference are avaliable on the Company s
websile or you can request a copy from the Company Secretary

Membership

Patrick De Smeagt has been a member and Charman of the Commitiee
since 19 August 2010 Peter Morgan served as a member of tha
Comruttee until he resigned from the Board on 31 March 2011

Other members of the Commuttee are Charles Gregson and Les Owen
All members of the Committee are considered by the Board 1o be
independent [Charles Gregson being independent on his appointment
as Chairman of the Board)

Adwvisers

New Brnidge Street (NBS) has served as independent adviser to the
Commuttee throughout the year (NBS being a brand of Aon Hewaitt
Limited) In addition to adwvising the Committee NBS also provides
adwvice o the Company on implementing decisions made by the
Committee Neither NBS nar any other part of the Aan Corporation
Group provide any other services to the Company The Chief Executive
Otticer the Group HR Director and the Group Head of Tax assisted
both the Board and the Committee as required albert taking no part

In discussions directly relaung to therr own remuneration The Company
Chairman absents himseifl from discussions with respect to his

own pay

The Cemnuttee met six tirmes in the year and 1s scheduled to meet
four trmes in the forthcoming financial year Addrional meetings may
he held should any matters anise that require the consideration of
the Commuitee

Remuneration policy

The remuneration of Executive Directors comprises both fixed and
variable elemenis Fixed remuneration 1s basic salary pension and
flexible benefits and vanable performance-related remuneration 1s in
the form of an annual cash bonus {partly paid in cash and partly deferred
in shares) and tong term incentive arrangements  Significant werghting
1s given to thea variable element of pay which will be denved from

the Company s performance which 15 strongly aligned to shareholder
value creation

Bath the Board and the Committse recognise the importance of

an effective remuneration policy in the achievement of the Group s
successful financial perfarmance The aim of the remuneration policy
is to

— Provide overall remuneration to Executive Directors thatis
competitive and sutficient to atiract motivate and retain individuals
of the quahity required to dehiver successtul performance and

— Align rewards with the Group s perfarmance

It 1s the intention of the Commitiee to ensure the remuneration policy
strongly aligns the interests of the Executive Dhrectors with those of
shareholders and the Company For example this s demonstrated by
the payment of ne annual bonus for the 2611 financial year and the
absence of any base salary increase for the Executive Directors for the
fortheorning year

It 15 the Remuneration Committee s view that the current executive
remuneration policies are compatible with the Company s nsk
management policies and systermns In hght of 1ssues regarding systems
and controls that were raised during the FSA investigaton the
Committee has instigated a further risk raview n order to ensure the
execulive remuneration palicies reman fully aligned with the Company's
nsk appetite and with compliance requirements

In determining executive remuneraton the Committee has regard to
pay levels and struclures elsewhere in the Group in ensuring that pay
15 coherent overall Regular interaction between the Charman of the
Remuneration Commitiee and the Company s HR function ensures that
this 1s the case

The Company s approach to non-executive remuneration is set by the
Board with account taken of the tme and respensibilty invelved in each
role, including where applicable the Charrmanship of Board Committees

In ine with the Assooation of Briish Insurers’ Guidelines on
Responsiblg investrment Disclosure the Committee wall ensure that the
incentive structure for the Executive Directors and semor management
will not raise environmental social or governance (ESG) nisks by
Inadvertently motivaung rresponsible behaviour More generally, with
regard to the overall remuneration structure there 1s no restriction on
the Committee which prevents it from taking account of ESG matters

Key activities
Key activities of the Committee are to

— Carry out an annual strategic review of the remuneration framework
for Executive Directors and the Group Operations Commitiee to
ensure that the remuneration policy supports the Company's strategic
goals as explained in the Group everview section of the Annual
Report & Accounts

— Determine the remuneration and benefits packages of mdividual
Executive Directors and senior executives within the framework of
the Group s agreed remuneration policy
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— Determine the remuneration of the Chairman
- Rewview remuneraiion arrangements for the Group

— Set and review performance targets for Executive Directors and
the Group Operations Commitee

- Assess annually the Company s and individuals’ performance
against targets 1¢ determme the level of executive bonus,

— Approve and grant awards under the Cormpany’s long term
ncentive plans

— DBetermine and review the contractual terms of Execuuve Directors
and

— Rewiew the governance arrangerments for giobal remuneration

Remuneration for Executive Directors
The main components of the remuneration package for Executive
Directors are

Basic salary

Basic salary far each Executive Director 1s determined by the
Commutiee taking into account the roles, responsibilities performance
and expenence of the individual and pay levels etsewhere in the Group
The Commitiee's policy 1s to adopt @ broadly median base salary
positoning vis-a-vis appropnate comparable benchmark companies

Salaries were reviewed in January 2012 Fellowing the January 2012
review, the Commitiee decided there should be no increase in
Executive Directors salary (as per the table below) or for senior
management Across the Group as a whole there was an average
basic pay increase of 2%

Current salary

Salary to effective from

31 December 1 January

2011 2012
£ 000 £000 % Ingrease
E Woolley* 412 412 0%
S Parker 288 268 0%
P Stobart* 113 450 0%

Enc Woolley resigned as CEO from the Board on 1 Octobar 2011 gnd s employmant
ceased en 22 March 2012 Paul Stobart jored the Board as CED on t Getober 2011

Eric Woolley signed a compromise agreement on 16 Septernber 2011
which prowvided for his employment 1o end on 22 March 2012

Pensjon arrangements

An ermnptoyer contnbution of up to 15% of base salary is paid Into a
private pension scheme of the Executive Director s choice Where

1t 1s nat 1ax efficient to receive a pension payment the Executive may
reguest a cash payment m ey The Committee does not compensate
for changes in the 1ax consequences of the payment

Benefits

Each Executive Director 1s @ member of the Company s flexible

benefits fund Enc Woolley was entitled to an allowance of £20 000

per annum and Shaun Parker a £15 000 allowance per annum Paul
Stobart is entitled to an allowance of £20 000 per annum  In additicn
Paul Stobart 1s entitted to a sum after the deducuon of income tax and
employees’ Matonat Insurance Contnbutions equal to £1 500 per month
ta cover travel expenses Each Executive Director (s enttled to 30 days
holiday per annum

Executive Bonus Scheme

The Company s senior exgcubves including the Executive Directors
participate in the Executive Bonus Scheme For the 2611 financial year
the maximum banus award thai could be achieved was 100% of basic
satary, with the on-target amount 50% of basic salary

The Executive Bonus Scheme payment was dependent upon the oversll
Greup performance and individual performance measures For the 2011
financial year 70% of an executive s bonus was based on Group
performance and 30% was based on the achievement of perscral
objectives and KFIs set for the role

Group performance which determined 70% of an Executive Drirector s
maximum bonus was based upan the Group s underlying cperaung
profit against stretching targets set at the start of the year This element
could also be subject 1o a quality of earnings adjustment as deterrmired
by the Cornmittee

The critena used to determing the remaining 20% were based on
personal objectives such as customer satisfaction and retention product
development and international expansion

In ight of the Group s financial performance in 2011 no Executive
Drrector and no member of the Group Executive Comimittee recenved
a bonus in relation to the 2011 financial vear

Whilst all Group Operations Committes members contributs to the
overall Group performance the performance of the relevant region

15 also taken into constderation in this factor tor those below Board
executives with regional responstbibiies Regional performance 1s
assessed following a review of the regioral growth delivery of regional
objecuves and a jJudgement of the financials against a gquality of earnings
assessment The exact percentage award 15 agreed by the Committee
and approved by the Board an an individual basis

The concept of annual bonus clawback applies to bonuses which
permits the Company to reclaim or reduce paymenis if 1t subsequently
comes to light that the performance upon which bonuses were paid
was Incorrect or Is required to be restated

The Company intends that the senior executives including the
Executive Directors will participate in an Executive Benus Scheme

tar the 2012 financial year This Scheme will be structured on the same
basis as the Scheme for the 2011 financial year in terms of maximum
banus opporturity and the use of financial and personal abjectives

The tinancial targets will be set ance the impact of the FSA investigation
has been fully assessed They will be appropriate and challenging in the
context of the assessmeant

Deferred Share Bonus Plan

The Committee supports the principle that the payment of a
proporuon of any annual benuses paid in future penods should be
deferrgd and paid in Cempany shares as it further ahgns executives
with shareholders

Accordingly annual bonuses awarded under the Executive Bonus
Scheme are also subject to the Deferred Share Bonus Plan [DSBP)
arrangements Any bonuses awarded up to 50% of maximum potenual
1 ¢ up to target bonus) will be paid as cash Where the benus exceeds
50% of maximum potental | ¢ s above target) half of the additicnal
bonus above target will be paid as cash and half will be deferred into
awards over shares under the DSBP Deterred shares will vest on

the third anriversary of grant subject to continued employment at

ihe Company

As under the Executive Bonus Plan the concept of clawback applies
to OSBP awards

While awards were made under the DSBP in the 2011 financial year
these were made before the commencement of the FSA INvestigation
anid were based on performance against the bonus targets for the 2010
financial year (as reported last year) No DSBP awards will bg made to
an Executive Director in connection vath performance in the 2011
financial year as no bonus was payable for perfarmance in that year
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Lnng term incentive schemes
For Executive Directars only one long term incentive plan operates
which can be summarised as follows

2010 Long Term Incentive Plan (LTIP}

Under this plan Executive Directors and key indmiduals may each
year he issued swards over ordinary shares in the Company up to

o maximum of 200% of salary However the Committee's narmal
policy 1s to grant LTIP awards not exceeding a face value of 125%

of salary and 100% of salary 16 the Chiefl Execulive Officer and Chief
Financial Officer respectively Lower levels of awatds are made to
less senor executives

The normal policy thus far has been far awards 10 have a three year
vestng penod and be subject to performance cond:tions relatng 1o
adjusted Carmings Per Share EPS) and Total Sharehalder Return {TSR)
as follows

— 75%% of the award has been dependent on the satisfaction of an EPS
performance target EPS s measured over the three years following
grant and vesting will occur on the follow:ng basis

EPS growth over the
peorformance penod

Vesung percentage of
75% of the total award

Lessthan 12% p a 0%
Equalto 12% pa 25%
Equal to or greater than 17% p a 100%

Between 12% pa and17% p 8 On a straight Ine basis

~ The abave EPS targels at the discretion of the Committee may be
amended If RPl over the pertormance period s negative or greater
than 4% p a The Committee notes that RPlis above 4% and s
keeping any potentizl change to targets under review The EPS
caleulauon 1s based on a fully diuted basis, adjusted for taxaton and
ather nems 1o reflect underlying financial pesfarmance

— 25% of the award has been dependent upon the Company s TSR
parformance over a single three year penod against the consutuents
of the FTSE 250 (excluding any Investment Trusts) Vesting far this
portion of the award waill gogur on the following basis

TSR rankirg against the
comparaior group

Vesti~g percentage of
25% of the total award

Belovy median 0%
Median 25%
Upper quintle 100%

Between meadian and upper quintile On a straight ne basis

In addiion and notwithstanding the Company s TSA performance,
this part of the award subject to the TSH condiion will only vest to
the extent that the Committae 1s satisfied that the underlying financial
perfarmance over the vesung penod warrants the level of vesung
under the TSR performance condition

The Commitiee considered that this combination of performance
conditions was the most appropriaie way of rewarding Executive
Oirectors because it took Into account both the long term returns 10
shareholders and the Group s financial growth The TSR performance
condiion 15 monitared on the Commuttee s behal! by NBS whilst the
Group s EPS growth 1s denved trom the audited financial statements

It 15 the Commuittee's intentton to make {urther awards under the LTIP
in 2012 but only once the impact of the FSA investigation 1s known
This will allow the Commuittee to consider all relevant facts before
determining the size structure and appropnate challenging performance
conditions of such awards Full detaits of these awards will be disclosed
IN Next year s repoit

LYIP Award to Paul Stobart

Paul Stobart commenced employment after the grant date of the
March 2011 LTIP awards and after the commencement of the
FSA investgauon

The Cornmitiee's objectives when structunng Paul Stobart's 2011 LTIP
award werc as follows

- To ensurg Paul I1s apprapnately incentivised to generate substantal
and sustainable long-term returns o shareholders via an enurely
performance-inked award

- That Paul's award should be made under the terms of the existing
LTIP rather than be made under a separate one-off' recruitrment plan

- To ensure that where possihile Paul's award not only provides an
alignment of his interests with those of shareholders but also with
tha forward looking interests of othar LTIP participants and

- That the award should take account of the circumstances and
challenges facad by the Company now rather than the circumstances
that prevalled at the ume of the grant of the 2011 LTIP awards to
other participants

Conseguently Paul was granted an inital LTIP award over shares worth
165% of salary (within the 200% of salary LTIP kmii) based on 8 share
price of 131 pence (1e the share price prevalling on the date the
Committee agreed the award] 11)s intended that this award be subject
to the same performance conditons as will be applied to the LTIP award
made in 2012 to cther participants thereby prowiding alignment of
Interests across the senior management population whao receve LTIP
awards However if no LTIP awards have been made in 2012 by six
weeks following the date of the Company’s annauncement of its 2012
intenm results Paul's 2011 award will be subject to stmilar EPS and
TSR based perfarmance conditions as have been applied o past LTIP
awards (1 e 75% of the award will be based on a shding scale of three
vear EPS growth targets of 12%-17% p a albeil with the base year
heing 2011 from whuch grawth 1s measured with the remaming 25%
subject 1o the retatve TSR condition, measuret from the date of grant)

Other share plans

2010 Restricted Stock Plan (RSP)

The RSP s a non-performance based share plan aimed 10 incentivise the
second level of management across the Group and Executive Directors
ara not eligible 1o parucipate Employment s the only performance
conditton attached to this plan

UK Save As You Earn Scheme (SAYE)

The Company launched a Save As You Earn scheme (Share SAVE Plan)
in September 2010 and made an additional offer In September 2011
All employees in the UK including Executive Directars are eligiolo

o partcipate In the SAYE scheme Options were granted under

this scheme in September 2011 at an opuion price of 125 pence
represanung a discount of 20% to the market value applicable at

the ume of grant Consistent with HMRC rules the scheme is not
subject to any performance critena other than employment

Dilution imits
In ine wath the ABI guidehnes the rules of the above incentive schemes
provide that

- Commutments to I1ssue new shares or re-issue treasury shares when
aggregated with awards under all of the Company s other schemes
must not exceed 10% of the 1ssued ordinary share capital in any
rolling 10 year period commencing on Admission and
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~ Commitiments 1o 1ssue new shares of re-issue treasury shares under
executive (discretionary) schemes should not exceed 5% of the
issued ordinary share capital of the Company in any ralling 10 year
penad commencing on Admission

Current headroom under these imits 1s 7 4% and 3 2% respecuvely

Service contracts

The contracts of Enc Woolley and Shaun Parker who served duning the
financual year were subject 1o a notice penad 1o and from the Cempany
of six months  Enc Woolley was emplayed under a service agresment
with CPP Hoidings Lumited (formetly named CPPR Group Ple prior to iis
acguisition by CPPGroup Plc) dated § May 2008 Shaun Parker 15
employed under a service agraement with CPP Group Plc dated

1 January 2010 Paul Stobari 1s employed under a service agreement
with CPPGroup Plc dated 16 Ssptember 2011 which s subject to a
notice perod to and from the Company of twelve months

The Company may terminate the employrnent of Executive Directors
by makang a payment in heu of notice cquivalent to basic salary and
fixed banehts only

Currenily nerther of the Executive Directors holds a non-executive
dirsctor role elsewhers

The Artcles of Associauon require a Dsrector to stand for election
by shareholders at the first Annual General Meeung following their
appointment and by rotation every three years thereafter

Non-Executive Directors

Non-Execunve Directors receive a fixed fee for therr services to the
Group These fees are set for each individual Non-Executive Director
by the Board on an annuga! basis Fee levels for the Chairman and
tNon-Executive Directors reflect the tme commitiment in preparing and
attending meetngs and the responsiniity and duues of the positions
The palicy 1s o pay a market rate aganst other companies of a similar
size and complexity Non-Executive Directars are not entiiled 1o any
cther banefits pension arrangemants or 1o participate in the Group s
share incentive schemes Details of annual fees for 2011 are provided
In the table below

Audit & Risk  Remuneraucn
Basic Commuttee Commutiee
annual fee Chairman Chairrman
£ 000 £ 000 £ 000
Charles Nan-Executive
Gregson Chairman 125
Duncan Non-Executive
Mcintyre Direcior 40
Peter MNon-Executive
Morgan”® Director 40 10
Harmish Non-Execuuve
Qgsion Director 40
Les Owen*  MNon-Executive
Durector 40 10
Patnick Non-Executive
De Smedt  Drector 40 10

Pater "organ was tha Charman of the Audit and Fuss Commul & untl hss res gnation from
the Bearg on 11 March 2013 at which paint Les Owen was sppointad as the Chairman of
the Audit and Risk Committaa

It has been decided to spht the Audit and Risk Committee into two
separate committees from 1 January 2012 Duncan Mcintyre will charr
the new Risk and Compliance Committee for which he will receive an
additional fee of £10,000 Les Owen will chair the Audit Commitiee

There are no service agreements for Non-Executive Directors However
a format letter ot appointment ss 1ssued te all Non-Executive Directars
to confirm the terms of therr appointment Non-Executive appointments
terms provide for an iniwa! period of appaintment of three years (which
may be extended at the iberty of the Board} normally terminable on
one month s notice by either party Non-Executive Directors are
included 1n the requirement for all Directors to stand for election by

the shareholders at the Annual General Meetng following their imtial
appointment and 1o stand for re-election on a three year rolling

bas:s thereafter

With regard to the current Mon-Execuuve Directors Charles Gregson
entered into a Non-Executive appointment letter with CPP Group Ple
on 14 January 2010 It had been agreed that from Admission the terms
oif his engagement be transferred to the Company Hamish Ogston
entered into a Norn-Execuuve appaintment letter with the Company
which was conditional on and eftective frorn Adrission on 24 March
2010 although he was appointed as a Director of the new holding
Company at the date of incarporation on 9 February 2010 Patnck De
Smedt was appointed on 19 August 2010 Les Owen was appointed
on 21 September 2010 and Duncan Mclntyre was appointed on

1 January 2011

Share ownership guidelines

Pursuant to a letter agreernant with Harmish Ogston dated 18 March
2010, Charles Gregson has agreed {rom Admussion to apply all of the
net fees he recaives from his positan as Chairman ot the Company to
making on-market purchases of shares in the Company untl he has
committed n total, at least £250 000 in purchasing shares

Paut Stobart, the Chief Executive Officer and Enc Waolley the outgoing
Chiet Executive Officer agreed 10 commit 50% of he post tax gain
from any vested shares in the form of shares held by them until the
qualifying holding of the equivalent of one and a half year's salary 15 met
Shaun Parker tha Chuef Financial Officer, agreed to commit 50% of the
post tax gain from any vested shares in the form of shares held unul
the qualifying holding of the equivalent of one year s salary 15 met
These arrangements only apply to share awards made on or after
Adrmission and not to any awards under the legacy plans

Each Non-Executve Director has agreed to commit to making on-market
purchases of shares in the Company wathuin a two year peried from the
date of their appontment unul they have commitied in total to at least
£50,000 in the purchasing of such shares
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Performance graph

The graph illustrates the TSR performance on a cumulative basis with dividends reinvested as at the end of the financial year compared with the

FTSE 750 and FTSE SmallCap Index baing the equity market indexes in which CPPGroup Plc has been a member since Admission

AUDITED INFORMATION

The remuneration and benefits payable to each Director in respect of therr services for the year ended 31 December 2011 15 set out in the

following table

2011
2011 2011 2011 Annual
Basic annual Annual Annual pension 2011 2010
salary Benelits Banus*** contribution Total Total
£ 000 £7000 £ 000 £'000 £ 000 £ 000
Executive
Ertic Woolley" 412 20 - 62 494 759
Shaunt Parker 268 15 - 40 323 504
Paul Siobart (since 1 October 2011} 113 14 - 17 144 -
Non-Exacutives
Chartes Gregson 125 - - - 125 119
Duncan Mclntyre 40 - - - 40 -
Peter Motgan™* 22 - - - 22 83
Hamish Qgston 40 - - - 40 45
Les Owen 50 - - - 50 11
Patrick De Smedt 50 - - - S0 18
Aggregate emoluments 1,120 49 - 118 1,288 1519

Enc Woolley resigned hiom the Boaro on 1 October 2011
Peter Margan resigned from the Board on 21 March 2011

Annual honus awaris ara subject to tre provisions of the Deferred Shara Bonus Flan
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Share options, long term incentives and potential future awards and entitlements to shares
Long Term Incentive Plans
Deatails of awards held granted and exercised in respect of the LTIP s are detailed below

As at As at

1 Jangary Granted Exercised Lapsed 31 Dacembar

Director 24401 n year In year n year 2011
Eric Woolley 212766 157 933 - - 370,692
Sheun Parker 110 638 80 340 - - 190,978
FPaul Stobart - 566 794 - - 566,794

The 2011 LTIP awards for Enc Wolley and Shaun Parker were granted as nil cost options on 4 March 2011 and vest on 4 March 2014 subjeci to
performance conditions When awards were granted the market value of shares was £3 00 The 2011 LTIP award for Paul Stobart was granted as
a nil cost aption on 28 Nevember 2013 and vests on 1 January 2015 subject to performance condinons When awards were granted the market
value of shares was £1 24 Awards vest subject to continued employment and the sausfaction of performance cenditions as sst aut on page 46

Following the termination of Erc Woolley s employment on 22 March 2012 all 370 638 of his LTIP optiens granted under the 2010 and 2011
awards lapsed and can ne longer be vested

The market price of ardinary shares of the Company as at 31 December 2011 was £1 12 and the range during the year was £1 12 to £3 29

Deferred Shate Bonus Plan

As at As at

1 January Granted Exercised Lapsed 31 December

Director 200 n year in year N year 201
Eric Woollay - 14 333 - - 14,333
Shaun Parker - 9,967 - - 9,967

Enc Woolley s DSBP gptions vested on his last day of employment with the Company These must be exercised wathin 12 months 1 e before
22 March 2013 ar they will lapse

The market price of archnary shares of the Company as at 31 Decernber 2011 was £1 12 and the range dunng the year was £1 12 to £3 29

SAYE Share Option Plan
Detals of options held granted and exercised in respect of the SAYE scheme are detaled below

As 8t As at Exercise

1 January Granted Exergssed Lapsed 31 December Price

Drector 2011 n year In year In year 2011 £
Shaun Parker 4 545 - - - 4,545 198

There were no additional grants to Executive Chrectors under the SAYE scheme dunng the year
The market price of ordinary shares of the Company as at 31 December 2011 was £i 12 and the range during the year was £1 12 to £3 29

Lagacy Plans

Prior to Admission the Company operated the CPP Group Plc Executive Share Qption Plan 2005 (the 2005 Plan) and the CPP Group Holdings
Limited Exit Plan 2008 (7008 Plan} for which options were outstanding Conditional upen Admission 21l outstanding oplions under the Legacy
Ptans {the Qld Opuions) were automaucally surrendered in considerauon tor the grant of an equivalent new opton over Ordinary Shares (the New
Opuons) The exchange was determined on the basis that for every one share in CPP Group Plc held under the Old Opuons immedately pror to
the Shara for Share Exchange the holder of that Old Opuon was granted a Mew Option over 16 Ordinary Shares in CPPGroup Plc The exercise
price per share of the New Cpuons was equal to the exercise price per share of the Old Options reduced by a factor of 16, so that immediately
follow:ng the surrender and exchange ot Old Options for New Options the aggregate exercise cost of the New Option (s the same as the
aggregate exercise cost of the Old Option The rules of the Legacy Plans were apphed 1o the New Opuons save that references in the rules to
the “Company and “Shares are ¢onstrued as meaning the Cormpany and Ordinary Shares

The gptions in the Legacy Plans were exercisable as follows 50% on 24 March 2010, 25% on 24 March 2011 and 25% on 24 March 2012
There are no perforimance conditions attached to these shares other than those relating to employment

An additional executive aption {the Executive Opticn) was granted to Ernc Woaolley on 21 Apnl 2009 on substanually the same terms as the 2008
Plan The parues ta the Executive Option and the Company agreed that in relation to all outstanding options held by Enc Woolley under the Legacy
Plans and the Executive Opuion, on Admission any one or more of his outstanding opuons may be exeraised up to 50% of the aggregate up to
75% of the aggregate on the first annwversary of Admission and up 1o 100% of the aggregate on the second anniversary of Admission
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The follovang options are held by Enc Wooalley and Shaun Parker under the 2005 Plan the CFP Group Hoklings Limited 2008 Flan and i relation 1o
Enc Woollay only, the indmadual Executive Option together known as tha "Legacy Plans

As Bt As at

1 January Granted Exercised Lapsed 31 Decomber
Director Legacy Plan Qption pnca 2011 In Year in year n year zom Expiry date
Enc Woolley 2005 £2 28 944 784 - - - 944,784 214219
2008 £179 1 648 000 - - - 1,648,000 19/06/18
Loan note’ n/a 620 673 - 310 336 - 310,337 nfa
Shaun Parker 2005 £2 28 415 648 - - - 415,648 2112419
2008 £179 352 009 - - - 352 000 19/06/18
Loan note' nfa 235 228 - 117 613 - 112,613 nfa

1 Cenan oplion holders in the 2005 Flan hold loan notes which have similar vesting conditions 1 the ap.Jons under the 2005 Plan The above table shows the valua of thesa loan notes

Following the terrmination of Enc Woolley s employment on 22 March 2012 he retained 844 784 ESOP 2005 opuons which must be exercised
wathint ten years of grant [by 20 December 2019 or they will lapse

Of the 1 648 000 ESOP 2008 options 1 620,488 vested on 22 March 2012 These must be exercised within six months of termimatcn ar they will
lapse Of the remamng 27 512 options which were unvested at terrmination 60% 1 e 16 507 options lapsed iImmediately and the remamning 40%
1e 11005 options must be exercised wathin ten years of grant by 18 June 2018} or they will lapse

The remainder of Ernc Woollay s loan note vested on 24 March 2012

The market price of ordinary shares of the Company as at 31 December 2011 was £1 12 and the range dunng the year was £1 12 10 £3 29
Directors’ shareholdings

The Directors of the Company have beneficial interests in the Company s ordinary shares as follows

31 Dacember

31 December 2011
201 Non-

Interast in orainary shares of 10 pence each Beneficial beneficial Total
Executive
Paul Stobart - - -
Enc Woolley - - -
Shaun Parker 9,600 - 9 600
Non-Executives
Charles Gregson 157,873 - 157,873
Duncan Mclintyre 13,340 - 13,340
Peter Morgan 51,696 - 51,696
Hamush Ogston 98,021,288 - 98,021,288
Les Owen 22 984 - 22,984

Patrick De Smedt - - -

There have been no purchases of shares by Directors since 31 December 2011 to the date of this report

Approval of report
The Committes considers that the vanaus components of the Directors remunerauon set out above combined to produce an overall package that
achieves an appropriate alignment batween the nterests of the Directors and these of the Shargholders and the Company

The Directors Remuneration Report was approved by the Board on the 26 March 2012 and signed on behalf of the Board by

Patrick De Smedt
Charman of the Remuneration Cammitiee

26 March 2012
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INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF CPPGROUP PLC

We have audited the financial statements of CPPGroup Plc for the year
ended 31 December 2011 which comprsa the consolidaled income
statement the consohdated statement of comprehensiva incoma the
consoldated and Company balance sheets the consolidated statement
of changes in equity the consolidated cash flow statement and the
related notes 1 to 458 The financial reporting framework that has been
apphed in the preparation of the group financial siatements 1s applicahle
law and Internaticnal Financial Reparting Standards {IFRSs) as adopted
by the European Union The financial reporting framework that has been
apphed in the preparaticn of the parent company financial statements
1s apphcable law and United Kingdom Accounting Standards {(United
Kingdom Generally Accepted Accounting Practice)

This report 1s made solely 1o the Company s members as a body In
accordance wath Chapter 3 of Part 16 of the Companies Act 2006

Qur audit work has been undertaken sp that we might state to the
Company § members those matters we are required to state to them
1 an auditor s report and for no other purpose To the fullest extent
permitted by law we do not accept or assume responsibility to anyone
other than the Company and the Company s members as ¢ body for
our audit wark tor this report or for the opinions we have formed

Respective responsibilities of Directors and Auditor
As explained more fully in the Statement of Directors’ Responsibilities
Statement the directors are responsible for the preparation of the
financial staiements and for being satisfied that they give a true and
fair view Qur responsibility 1s to audit and express an opinion on the
hnanaial statements in accordance wath applicable law and International
Standards on Auditing (UK and Ireland) Those standards require us

to camply with the Auditing Practices Board s Ethical Standards

for Auditors

Scope of the audit of the financial statements

An audit invelves obtaming evidence about the amounts and disclosures
in the financial statermnents sufiicient to give reasonable assurance that
the hnanaial sietemants are free from matenal risstatement whether
caused by fraud or error This includes an assessment of whether the
accouniing policies are appropnate to the Group s and the Company s
circumstances and have been consistently applied and adequately
disclosed ihe reasonableness of significant accounting esumates
mada by the directors, and the cveiall presentation of the financial
statements In additon we read all the financial and nen-financial
information in the annual report to Identfy matenal inconsistencies
wath the audited financial statements If we become aware of any
apparent matenal mis-statements or INCONSISIENGIES We consider

the imphicatiens for our report

Opimion on financial statements
In our opirion

- the financial statements give a true and tair view of the state of the
Group s and of the Company s affarrs a5 at 31 December 2011 and
of the Group s profit for the year then ended

— the consolidated financial statements have been properly prepared
in accordance with IFRSs as adopted by the European Union

— the Company financial staterments have been properly prepared m
accordance with United Kingdom Generally Accepied Accounting
Practice and

- the inangial statements have been prepared in accordance wath
the requiremenis of the Companies Act 2006 and, as regards the
consolidated financial siatemenis, Article 4 of the IAS Regulaton

Emphasis of matter

In forrming our opimon on the financial statements which1s not
modified we have considered the adeguacy of the disclosure made
in notes 4 and 32 to the financial statements concerning the FSA

investigation and the Group s ability to continue as a going concern
This disclosure includes maternal uncertainties in relation to the impact
of Past Business Reviews and possible contingent habiliies for which
reliable estimates cannct be made

The 1atal financial iImpact of these matters 1s subject to sigmificant
uncertainty in that they are dependent upon certain factors oulside

of the control of the Group These conditions indicate the existence
of a matenal uncertainty which rmay cast deubt about the Group s and
the Campany's abibty to conunuea as a going concern and therefore
that it may be unable to realise s assets and discharge its habiites
in the normal course of business

Having considered these matters the directors have concluded that it
Is appropriate 1o prepare these financial statements on a going concern
basis The financial staterments do notinclude the adjustments that
would result of the Group er the Company were unable 1o continue as a
going concern Qur opinien I1s not modified in respect of these matters

Opinion on other matters prescrnibed by the
Companies Act 2006
In our opimicn

- the part of the Remuneration report to be audited has been properly
prepared in accordance wath the Companies Act 2006, and

- the information given in the Cirectors report for the hnancial year
for which the financial statements are prepared 1s consistent with
the financial statements

Matters on which we are required to report by
exception
We have nothing to report in respect of the following

Under the Companies Act 2006 we are required to repart to you i 1n
our opinion

- adeguate accounting records have not been kept by the Company or
returns adequate for our audit have not been received from branches
not visited by us or

- the Company financial statermnents and the part of the Remuneraton
report to be audited are not in agreement with the accounting
records and returns or

- certain disclosures of Directors remuneration specified by law are
not made or

— we have not receved all the information and explanations we require
for our audit

Under the Listing Rules we are regquired to review

t

the Directors statement contained wathin the Corporate Governance
statement in relalion 10 going concern

the part of the Corporate Governance statement relatng 1o the
Company s compliance with the nine prowvisions of the June 2010
Combined Code specified for our review and

- certain elements of the report to shareghclders by the Board on
Directors remuneration

SCm——

Stephen Willams

{Senigr Statutory Auditor)

for and on behalf of Deloitte LLP

Chartered Accountants and Siatutory Auditor
Leeds Urnited Kingdom

26 March 2012
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FINANCIAL STATEMENTS COMSOLIDATED INCOME STATEMENT

CONSOLIDATED INCOME STATEMENT

For the year ended 31 Decemnber 2011

2011 2010
Note £'000 £ 000
Revenue 346,136 325 803
Cost of sales (202,229) (189,077)
Gross profit 143,907 136728
Administrative expenses
Legacy scheme share based payments 30 {1,167) {3841)
FSA associatad costs 25 116,892) -
Other administrative expenses (94,989) {87,147}
Total admuinistrative axpenses {113,048) 90 888}
Share of loss of joint venture 17 (1.181) {843)
Cperating profit
Operating profit before legacy scheme share based payments and FSA associated costs 47 237 48 736
Operating profit after legacy scheme share based payments and FSA associated costs 29,678 44 895
Invastmen) revenues 9 423 341
Finance costs — non-dervative instrumeanis 10 (1.795) {5 482)
Profit before taxation 28,306 39 754
[axation Il {10,255) (12,804)
Profit for the year from continuing operations 6 18,051 27150
Attnibutable 1o
Equity holders of the Company 18,215 27 180
Non-controling interests 28 {164) =
18,081 27150
Basic a2nd diluted earnings per share from continuing operations Pence Pence
Basic earmings per share i3 10 64 16 33
Diluted earmings per share 13 1059 16 03
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CONSOLIDATED STATEMENT
OF COMPREHENSIVE INCOME

Far the year ended 31 December 2011

53

2011 2010

£ 900 f 000

Profit for the year 18,051 27,150
Other comprehensive Income and expenses

Cxchange differences on translatien of foreign operations 120 311

Other comprehensive income for the year net of taxation 120 341

Total comprehensive income for tha year 18,171 27 491

Attnbutable to

Equity holders of the Company 18,335 27 491

Non-controlling interests 28 {164) -

18171 27 49
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FINANCIAL STATEMENTS CONSOQOLIDATED BALANCE SHEET

CONSOLIDATED BALANCE SHEET

As at 31 December 2011

2011 200
Note £000 £ 000
Non-gurrent assets
Goodwill 14 16,521 16 536
Other intangible assets 15 22,626 22 085
Property plant and equipment 16 14,473 15,389
Investment in joint venture 17 - 184
Deferred tax asset 26 1,987 3 809
55,607 57873
Current assets
Insurance essets 18 24,552 21493
Income tax recevable - 96
Inventories 19 329 289
Trade angd other recevables 20 30.667 30 275
Cash and cash eguivalents 21 54,924 25 040
110,472 77193
Total assets 166,079 135 166
Current habilities
Insurance habihties 22 (8.878) {10417}
Income tax habilhives (2 818) {6 266}
Trade and other payables 23 {67,884] {69 321)
Provisions 25 {11,393) (860}
{30 973) {86 864)
Net current assets/{liabilities} 19,499 9671
Non-current habilities
Bank loans 24 {43,041) (27 199}
Deferred tax habilities 26 (634) (459}
Provisions 25 {4 279) (859)
(47,954) (28 517}
Total habilities (138,927) (115,381}
Net assets 27,152 19 785
Equity
Share capital 29 17,106 17 024
Share premum account 33,300 37 301
Merger reserve (100 399) {100 399)
Translation reserve 2,456 7 336
Equalisation reserve 22 6423 6 196
ESQP reserve 11,606 9 599
Retaned earnings 56,824 52728
Equity attributable to equity holders of the Company 27,316 19 785
Noncentrelling interest {164) -
Tatal equity 27,152 19 785

Paul Stobart
Chief Executive Officer

Chief Fifancial Otficer

Company registration number 07151159

arch 2012 and signed on its behalf by
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CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY

Far the year ended 31 December 2011

Share Norn-
Share premium Merger Translatron  Equalisation ESOF Retained controling Total
capital accoun reserve reserve reserve reserve earnings Total interest Equity
Note 000 £000 £ 000 £000 £ 000 £000 £ 000 £ Q000 £000 £ 000

At 1 January 2010 151562 - (100 398} 1,995 4913 5,783 29552 [43,004) - 43 004)
Total comprehensive
ncome - - - 341 - ~ 27,150 27,49 - 27491
Movement on
equalisation reserve 22 - - - - 1283 - {1 283} - - -
Current tax credit on
equalisation reserve
movement 11 - - - - - - 358 358 - 358
Equity settled share
based payment charge - - - - - 4,216 - 4216 - 4216
Deferred tax on share
hased payment charge 11 - - - - - - 1,078 1078 - 1 078
Exercise of share
options I8 583 799 - - - 1400) - 8174 - 8174
QOther ordinary share
ISSUES 29 1289 24 310 - - - - - 25 599 - 25 599
Divdends 12 - - - - - - 14 127) 4 127) = 4127)
At 31 December 2010 17 024 32301 {100 399) 2338 6196 4592 52,728 19785 - 19785
Total comprehensive
income - - - 120 - - 18,215 18,335 {164) 18171
Movement on
equalisation rescrve 22 - - - - 227 - (227) - - -
Current tax credi on
equalisaticn reserve
movement I - - - - - - 60 60 - 60
Equity settled share
hased payment charge - - - - - 2,169 - 2,169 - 2 169
Deterred tax on share
based payment charge 11 - - - — — - (1,027} 1,027} - {1,027}
Exercise of share
options 29 82 999 - - - (162) — 215 - 919
Dividends 12 - - - - - - {12925} (12 925) - {12,925}
At 31 December 2011 17,106 33,300 {100 399} 2 456 6423 11,606 56 824 27,316 (164} 27,152
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FINANCIAL STATEMENTS CONSOLIDATED CASH FLOW STATEMENT

CONSOLIDATED CASH FLOW STATEMENT

I or the year ended 31 December 2011

2011 2noe
Note £000 £ 000
Net cash from operating activities Kl 41,547 38,362
Investing activities
Interest receved 423 341
Purchases of property plant end equipinent {3 297} 3 719)
Purchases of intangible assets (9,334) (12 241)
Acqumsition of subsidiary net of cash acguired - 340
investment In joint venliure {997) 977
Met cash used in Investing activities {13 205) (16 256)
Financing activities
Omvdends paid {12,925) {4127)
Repayment of bank loans (1,500} (143 383)
Proceeds from new bank loans 17,000 66 700
Interest paid {1.452) 11.709)
Cost of refinancing - {$,080)
Issue of ordinary share capital 1,081 31173
Met cash from/{used in) financing activities 2 204 (49 426}
Met increasa/{decreasa) in cash and cash equivalents 30,546 (27 3200
Fffect of foreign exchange rate changes [662) 119)
Cash and cash equivalents at 1 January 25,040 52 379
Cash and cash eguivalents at 31 December 21 54,924 25040
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FINANCIAL STATEMENTS NOTESTOTHE CONSOLIDATED FINAMCIAL STATEMENTS

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

1 General information

CPPGroup Plc 1s a company incarporated in England and Wales under the Companies Act 2006 and dormiciled in the United Kingdom Its registered
otfice 1S Holgate Park York Y026 4GA The Group comprises CPPGroup Plc and 11s subsidianies The Group s principal acuvity durning the year was
the provision of Life Assistance products

The consohdated financial siatements are presented in Pounds Sterling the functional ¢urrency of the Company Foreign operations are included
n aceordance with the policies set out in note 3

2 Adoption of new Standards

New Standards adopted

The following Stendards and Interpretations have becoma effective and have been adopted in these financial statements Therr adoption has nat
had any material impact on the Group No Standards or Intarpreiations have been adopted early in these financial statements

Standard/Interpretation Subject

I1AS 24 (revised November 2009) Related Party Disclosures

Armendment to IAS 32 {Octoher 2009) Classification of Rights |ssues

Amendment to IFRIC 14 (Novermber 2009) Prepayments of a Minimum Funding Reguirement

IFRIC 19 Extingushing Financial Liabilities with Equity Insiruments

Amendments to IFRS 1 (January 2010} Limited exemption from cormparative IFRS 7 disclosures for first time adoption
Improvements to IFRSs 2010 (May 2010) Annual improvements

Standards not yet applied
At the date of authonisation of these financial statements the following Standards and Intcrpretauans which have not been applied in these
financial statements were 1n 1ssue but not yet effective (and in some cases have not yet been adopted by the EU)

Standard/Interpretation Subject Periad first apphies | Yaar ended)
Arnendments to IFRS 7 {October 2010) Disclosures — Transfers of Financial Assets 31 Decembar 2012
Amendments to IFRS 1 {December 2010} Severe Hyperinflation and Removal of Fixed Dates for First- 31 December 2012
ume Adopters
Amendments to 1AS 12 {December 2010) Deferred Tax Recovery of Underlying Assets 31 December 2012
1AS 27 {revised May 2011) Separate Financial Statements 37 December 2013
1AS 28 {revisad May 2011) Investments in Associates and Joint Ventures 37 December 2013
IFRS 10 Consolidated Financial Statermnents 31 December 2013
IFRS 11 Joint Arrangernents 31 December 2013
IFRS 12 Disclosure of Interests in Other Entities 31 December 2013
IFRS 13 Fair Value Measurement 31 December 2013
1AS 19 frevised June 2011} Employee Benefits 31 December 2013
Amendments to 1AS 1 [June 2011) Presentation of ltems of Other Comprehensive Income 31 December 2013
Amendments to IFRS 7 (December 2011) Disclosures — Offsetting Financial Assets and Financial 31 December 2013
Liabthtes
Amendments to 1AS 32 [December 2011) Offsewung Financial Assets and Financial Liabilities 31 December 2014
IFRS 9 Financial Instruments 31 December 2015

The Directors do not anticipate that the adaption of these Standards and Interpretations in future penods will have a matenal irgact on the Group

3 Sigmficant accounting policies

Basis of preparation

These consahdated financial statements on pages 52 to 85 present the performance of the Group for the year ended 31 December 2011
The financial statements have been prepared in accordance with International Financial Reporing Standards (IFRS) as adopted by the EU
IFRIC interpretatons and with those parts of the Companies Act 2006 applicable to companies reporung under IFRS and therefore comply
with Article 4 of the FU 1AS Regulatten The consolidated financial statemenis have also been prepared under the historical cost basis

The Company was incorporated on 9 February 2010 and acquired by way of & share for share exchange the entire Issued share capital of
CPP Group Plc {the previous ultimate holding company of the Group) on 24 March 2010 as part of a group reconstruction The reconstruction
did not change either the identity or relative nghts of the ulumate shareholders of CPP Group Ple and, therefore comparative information has
been reflected in the consolidated financial statements using the pnnciples of merger accounting for group reconstructions
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FINANCIAL STATEMENTS NOTES TOTHE CONSQLIDATED FINANCIAL STATEMENTS CONTINLUED

3 Sigmificant accounting policles continued

Going concern

The Board of Directors have at the time of approving the consohdated financial statements a reasocnable expectation that tha Company and the
Group have adeguate resources to continue in operational existence for the foreseeable future Thus they continue to adopt the going concern
hasis of accounting in prepanng the consolidated financial statements Further detaills of the Direclers assessment are set out in the Corporate
Governance statement on page 43

Basis of consolidation
The consolidated financial statements include the results cash flows and assets and hatiities of the Company and the entities under 1ts contral
Control 1s defined as the abiity 1o govern the financial and operating policies of an investee entty so as to obtain bensfils from Its activities

The results of subsidiaries acquired or disposed of dunng the year are included in the consolidated income statement from the effective date ot
acquisition or up to the effective date of disposal Adjustments are made, where necessary to the financial statements of subsidiaries to bring
therr accounting policies into line with Group policies All intra-Group transactions balances income and expenses are eliminated on consohdation

Joint ventures
Investments In joint ventures are accounted for using the equity methad of accounting The Group share of the net assets of joint ventures
meluding associated goodwill 15 included in the consolidated batance sheet

The Group s share of its joint ventures post-acquisiion profits or losses is recognised in the cansolidated income statement When the Group s
share of losses in a joint venture equals or exceeds its interest In the joint venture the Group does not recogruse further losses unless it has
incurred obligations or made payments on bshalf of the joint venture

Non-controlling interests
Norn-contreling interests represent the portion of profit or loss and net assets s subsidianes that 1s not held by the Group and s presented within
equity in the consolidated balance sheet separately from Company s equity holders

Government grants

Grants receivable from government bodies are recognised to the extent that the Group has substantively met the cond:tions of the grant
Grants receved in respect of which Group obligations are ongoing are deferred and recognised over the penod in which the conditions are
fulfilled Government grants are presented as a reduction in applicable expenses

Provisions

Prowvisicns are recognised when the Group has a present obligation as a result of a past event, 115 probable that the Group will be required to settle
that obhigation and a rehable estimate can be made of the amount of the ebligation The amount recognised as a provision 1s the best estimate of
the consideration required to settle the present obligation at the balance sheet dats teking into account the risks and uncertainties surrounding the
obligation Where a provision 1s measured using the cash flows estimated to settle the present cbligation its carrying amount 1s the present value
of those cash flows

When some or all of the economic benefits reguired to settle a provision are expected to be recovered from a third party a receivable is recognised
as an assel if 111s wirtually certain that rembursement will be recerved and the amount ot the recesvable can be measured rehably

Share based payments

Prior 1o the Company s shares being hsted an the London Stock Exchange on 24 March 2010 the Group issued share optians to certamn of 115
asmplayees through the Executive Share Opticn Plan {ESOF) Costs in relation to the ESOP are prasented within legacy scheme share based
payments in the consohdated income statement

Subsequent to its isting the Group has 1ssued share options to certain of its employees under the Long Term Incentive Plan {LTIP) the Restricted
Stock Plan (RSP} the Deferred Share Bonus Plan (DSBP) and the ShareSAVE Plan Costs in relation ta these plans are prasenied wathin other
administrative expenses in the conschdated income statement

Share options are treated as equity settlad if the Group has the ability to determine whether to settle exercises in cash or by the 1ssue of shares
Share options are measured at fair value at the date of grant based on the Graup s esumate of shares that will eventually vest and adjusted for
the etfect of nen-market based vestng conditions each year Non-market vesting conditions include a change \n control of the Group and are
considered by the Directors at each year end The fair value of equity settled share based payments 15 expensed in the consolidated income
statement on a straight hne basis over the vesting penod with a corresponding increase in eguily  subject to adjustment for forfeited options

Share options ate treated as cash settled if the terms of the scherne require or the Directors intend to settle share optons with a cash payment
Cash settled options are measured at far value at date of grant and then subseguently revalued at each year end For cash setiled share based
payments a habdity 1s recognised for a proportion based on the vesting penod of the far value as calculated at the balance sheet date
Movements in the provision are charged to the consolidated income statement

The fair value of share options is measured by use of the Biack Scholes optian pricing mode! and Monte Carle simulaton medel
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3 Significant accounting policies continued

Assistance products

Recognition of revenus

Revenue atinbutable to the Group s assistance products 1s generally comprised of the prices paid by customers for the assistance products net
of underwnung fees and exclusive of any sales taxes

Revenue s generally split into two categenes introducbion fees and claims management fees Introduction fees are recognised on inception of
the arrangement Clarns management fees are recognised over the penod of the underlying contract and where revenue 1s deterred to match
the Group s future servicing obligations under asststance product contracts ihe amount deferred corresponds to the relevant fair values of the
unprovided services The amoum deferred 15 sufficient to cover future claims handhing costs and an appropriate profit margin and 1s calculated

by reference to histoncal experience of claims handling costs and incidence Provisions for cancellations are made at the tme revenue Is recorded
and are deducted frorm revenue

In the US and certan other of the Group s assistance products there are no introduction fees [n these arrangemenis revenue 1s comprsed of the
subscrnptions received from members net of underwnung fees and exclusive of any sales taxes These subscripuons are recogrused over the life
of the service provided

Wholesale Packaged Accounts and other revenue Is generally compnsed of fees billed direcily to Business Partners, exclusive of any sales taxes
and s recognised as those fees are earned

Non-policy revenue 1s compnsed of fees billed directly 1o customers or Business Partners for services provided under separate non-poficy based
arrangemants Such revenue 1s recognised exclusive of any sales taxes as those fees are earned
|

Cost of sales

Cost of sales attnbutable to the Group's essislence products represents the costs of acguinng customers and includes marketing costs and
commissions paid 1o Business Partners Commissions are recognised in ine with the revenue 1o which they relate Marketing costs include all
telemarketng direct mail and fulfilment costs These costs are expansed as incurred

Insurance contracts

Insurance contracts are those contracts that transfer significant insurance nisk at the incepuon of the contract Insurance nsk s transferred when
the Group agrees Lo compensalte a policyhalder if a speciied uncertain future event (other than a change in a financial vanable) adversely afiects
the pobcyhalder

Recognition of revenue
Ravenue atinbutable to the Group s Insurance contracts comprses premiums paid by customers and 1s exclusive of any sales taxes and similar
duties Premiums fram insurance policies are recognised as revenue on a straight ine basis over the ife of the policy

Prowisions for unearned premiums are made represeniing the part of gross premiums wetten that 1s estimated to be earned in the {ollowing or
subsequent financial periods on a straight line basis for each policy The prowision for unearned premiums 1s recerded under insurance liabilines
on the consolidated Lalance sheet

Cost of sales
Cost of sales attnbutable to the Group s nsurance contracts consists of the casts both direct and indirect of acquinng insurance policies
commissions reinsurance preimiums payable to third parties and insurance claims incurred (net of reinsurance recoveriesk

Acquisition costs are amartised over the life of the average policy Acguisition costs which are expensed in the following or subsequent accounting
penods are recorded i the balance shesi as deferred acquisiten costs and includs a propertionate allowance for commissions and post sale set up
costs incurred in respect of unearned premium net amorused at the balance sheet date

Reinsurance premiums are accounted for in the same accounting penod as the premiums for the related business

Insuranca clfatms provisions

Claims incurred compnsa the Group s claims payments and tntermnal settlement expenses duning thea period together with the movement i the
Group's provision far outstanding claims over the penod, including an estmate for claims incurred but not reported Difterences between the
estimated cost and subsequent settlement of clams are recognised in the consolidated income statement in the year in which they are settled

Rensurance recovenes are accounted for In the same accounting penod as the related claims

Equalisanon reserve

An equalisation reserve has been established in accordance wath the requirements of the Equalisauon Reserve Rules comained within the
Prudential Sourcebaok for insurers and the General Prudential Sourcebook Maevemnents on the reserve are shown as a movement between
retainad earmings and the egualisaion reserve
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FINANCIAL STATEMENTS NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED

3 Signrficant accounting policies continued

Goodwiil

Goodwill arising on the acquisition of an entity represents the excess of the cost of acquisition over the Group s interest in the net far value of the
identifiable assets liabilittes and contingent hatilities of the entity recogmsed at the date of acquisition Goodwill ts inttially recogrised as an asset
at cost and 15 subsequently measured at cost less any accurnulated impairment losses

Goodwili 1s not subject to amorusation but 1s tested for impairment annually

On disposal of a subsidiary or joint venture operation the attnbutable amount of goodwill 1s included in the determination of the gain or loss
on disposal

Impairment

For the purpose of imparment testing goodwalt 1s allocated te cash generating units |f the recoverable amount of a cash generating unit1s less
than 11§ carrving amount  the imparrment loss 1s allocated first 1o reduce the carrying amount of any goodwill allocated to the unit An impairment
loss recogmised for goodwill 1s not reversed in a subsequent penod

Intangible assets
Externally acquired software
Externally acquired software 1s measured at purchase cost and 1s amortised on a straight linae basis over its estimated useful Iife of four years

Intarnally generatad softwara
Internally generated intangible assets ansing from the Group s software development programmes are recogrised from the point at which
the following conditions are met

~ An asset is created that can be enufied

- It s probable that the asset created will generate future economic benefits and

- The development cost of the assel can be meaasured rehiably

Imernally ganerated software 15 amarused on a straight Iine basis over its esumated useful ife of four years

Conlractual arrangements with third parties

Somae af the Group s contractual arrangemenss give rise to intangible assets Where a contractual payment gives access 1o and control of future
economic benefits, v the form of tulure renewal Incorne streams  this amount 1S recognised as an asset and then amortsed in line with the
forecast benefits over tha shorter of the contractual arrangement and the penod when benefits are expected 1o anse

Intangibla assats arising on business combinations
Intanginle assets ansing frorm business cormnbinations are ibially stated at thesr farr values and amortised over therr useful ecenomec lives
as follows

Business Partner relaticnships In line with projected related revenues

Business Partner relaticnships represent the present value of net revenues and costs expected 10 ¢nse from contractuat arrangements and
non-contractual relationships with exsting and prpeling Business Partners at the date of acquisition

Amartisation of contractual arrangements with third parties 1s charged 1o cost of sales, amorusation of alf other intangible assets 1s charged
to other admiristrative expenses

Property, plant and equipment
Property plant and equipment are shown at purchase cost net of accurnulated depreciation

Depreciation 1s prowvided at rates caleulated (o winite off the costs, less esumated residual value, of each asset aver its expacted useful life
as follows

Freehold property 40 years straight fine

Computer systems 4 years straight hine

Furniture and equipmant 4 ygars straght ine

Leasehold Improvements QOver the shorter of the [ife of the lease and the asset

Fraeahold land s mot depreciated

Cash and cash equivalaents

Cash and cash equivalents comprise cash in hand and bank deposits with a term from inception of three months or less less bank overdrafts
where there 1s a nght 1o offset Bank overdraits are presented as current habihues to the extent that there 1s no right to offset with ¢cash balances
in the same currency

Leases
Operating lease rentals are charged to the consolidated income statement on a straight ine basis over the term of the lease
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3 Significant accounting policies continued

Taxation

The current tax payable 15 based on the 1axable profit for tha year The Group s hability tor current tax s calculated using tax rates that have heen
enacted or substanbally enacted by the balance sheet date

Deterred 1ax 1s the tax expected (o be payable or recaverable an differences between the carrying amounts of assets and liabines in the financial
sta.ements and the corresponding tax bases used n the computation of taxable profii and 1s accounted for using the balance sheet hability
method Deferred tax habiliues are generally recogrised tor all taxable temporary difterences Deforred tax assots are regarded as recoverable
and therefore recognised only to the extent that it 15 probable that taxable profits will be avatable against which deductible temporary differences
can be utllised

Deferred tax batwhtes are recognised tor taxable temporary differences arsing on investments in subsiciary undertakings and jointly controlled
entiigs except where the Group 1s able to control the reversal of the temporary difference and it 15 probable that the temporary difference wall
not reverse in the foreseeable future

Deferred tax s calculated at the tax rates that are expected to apply In the penod when the hability 1s setled or the asset 1s realised Deferred tax
1s charged or credited in the consolidated income statement except when 1t relates to items charged or credited directly to equity in which case
the deferred tax 1s also dealt with in equity

Deterred tax assets and habihities are oftset when there 1s a legally enforceable nght to set off current tax assets against current tax labihtics
and when they relate to Income taxes levied by the same taxation authonty and the Group intends to settle its current tax assets and liabilities
on a net basis

Pension costs
Pension casls represent coninbutons made by the Group to defined contribution pension schemes These are expensed as incurred

Foreign currencies

In preparning the financiabinformauon of the indwdual entiies that comprise the Group transactions in currencies other than the enuly s
functional currency are recorded at the rates of exchange prevalling an the date of the transactions At each balance sheet date monetary assets
and Labilities that are denominated in foreign currencies are retranslated at the rates prevailing on the balance sheet date Nen-monetary items
that are measured in terms of historical cost in a foreign currency are not retranslated

0On censolidation the assets and liabibuies of the Group s overseas operations are translated at exchange rates prevailing on the balance sheet
date Income and expense items are transtated at the average exchange rates for the penod Exchange differences are classified as equity and
transterred to the Group s translation reserve

Goodwill and fair value adjustments ansing on the acquisition of foreign entittes are treated as assets and Yabilities of the tareign entity and are
translaied at tha closing rate

On disposal of foreign operations, the cumulative amount of exchange differences previously recogrised directly in equity for that foreign operation
are to be transiorred 1o the consolidated incoma statement as part of the profit or loss on disposal Cumulative retransiation differences hava been
reset 1o zero at 1 January 2007 the date of iransiion to IFRS

Financial instruments
Financial assets and financial izbiliues are recogrised in the conselidated balance shaat when the Group becomes a party to the contraciual
provisions of the instrument

Financial Assets

Trade recevables, loans other receivables cash and cash eguwvalents that have fixed or determinable payments that are not quoted in an active
market are classified as loans and recewvables Loans and receivables are measured at amortised cost using the effective interest method less
allowance for any estmated irrecoverable accounis

Equsty instruments
An equity instrurnent 1s any contract that ewidences a residual inderest in the assets of the Group afier deducting all of its Itabiliues
Equity mnstruments issued by the Group are recorded at the proceeds received net of direct 1ssue costs

Financial habilitias
Financial habiities including borrowings are iniially measured at the proceeds received net of transaction costs They are subsegquently measured
at amortised cost using the effective interest method

Derivative financal instruments
The Group s actvities expose it to the financial nsks of ehanges in interest rates For material nsks the Group uses derivative financtal Instruments
principally interest rate swaps to reduce 1ts exposure 1o INterest rale movements

When denvatives are used they are itidlly recogrised at fair value at the date a denvative contract 1s entered into and are subsequently
re-measured to ther far value al each balance sheet date The resulttng gain or loss 1s recogrised in the consohidated income statement
immediately unless the denvalive 1s designated and effective as a hedging instrument
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FINANCIAL STATEMENTS NOTES TO THE CONSOLUIDATED FINANCIAL STATEMENTS CONTINUED

4 Critical accounting judgements and key sources of estimation uncertainty

Cnitical judgements i1n applying accounting policies

Recogmition of deferred tax assets

The recognition of deferred tax assets 1s based upon whether 1t 1s more Iikely than not that sufficient and suitable taxable profits will be avallable

in the future against which the reversal of temporary differences can be deducted Recognition therefore involves judgement regarding the future
financial perfarmance of the particular legal entity ar tax group in which the deferred tax asset has been recognised

A deferred tax asset in relation to US goodwill has not been recogmsed on the basis that a change in control of the Group may result in a loss
of that asset This s considered appropriate as the Directors are not entitled to direct or restrict trading in the Company s shares and so are not
In a position 1o conclude on the kelihood of such g change 1 ownership Recegrition of this deferred tax asset would reduce the tax charge
for the year

KEV sources of estimation um:ertamiy

Faur valugs of share based payments

Dsterrniming the fair value of share options granted requires estimation of share price volatiity expected option exercise dates within a range
nsk free ratas of return and dwidend yrelds Details of the assumptiens made are given in note 30

Changes to assumptions would change the share based payment charge for current and subsequent periads Valuations for equity settled share
based payments are set at grant and revised for changes in non market conditions

Amortisation of deferred insurance acquisition costs

Determining the amortisation penod for deferred acquisition costs of nsurance revenues requires estimatcn of the lives of Insurance policies
and cancellation profiles based on historical Information taking account of known events impacung on forecast lives and cancellauons Detalls
of assumptions made are given in note 7

Chenges 10 assumed policy lives or canceflation profiles would change the penods in which the acquisition costs are charged to the consolidated
mncome statement

Goodwiil impairmeant raviews

Determining whather goodwill 1s impaired requires an estimation of the value in use of the cash genserating units to which goodwili has been
allocated The value in use calculation requires the Group to estimate the future cash flows expected to anse from the cash generating unit and
a suitable discount rate in order to calculate present value Detalls of key assumpticns made are given in note 14

Any shortfall between the carrying amount of goadwill and its farr value 1s recogrised as an iImpairment charge in the consalidated income
staterment

FSA associated costs

A provision of £14 8 million has been recorded at 31 Decernber 2011 for costs associated with the FSA investigation into the Group 3 sales
processes in the UK desunbed in the Direclors Report on page 34 The provision includes anticipated compensation payable to customers
through a Past Business Review in relation to sales of renewals conducted by CPP of its Card Protection policies since 14 January 2006 and
sales of [dentity Protecten through CPP s telephone sales channels since 14 January 2005 {but 1in both cases only where the oniginal sale did
not involve cne of CPP s Business Partners making an intraduction or conducting tho sale) together with other costs and professional fees
assoclated with the investugation and Past Business Review Approximately half of the ameunt provided relates to an estimate for the agreed
Past Business Review this element of the prowision could vary depending upon customer respense rates

Intangrble assets ansing from contractual arrangements with third parties

Where contractual payments have given nse to future economic benefits these amounts are carned in intangible assets and amortised over
the contract terms The amaortisation profile 1s calculatad by estimated future renewal performance This performance 1s dernved from histornical
renewal performance

Changes to the esumates of renewal performance would change the pernods in which the contractual payments are charged to the consolidated
nceme statement

Current tax

The Group Is required to esumate the corperation 1ax payable for the year in each of the terntones in which it operates Applicable 1ax regulatons
are complex and reqguire that Judgement be exercised tn calculaung the taxable profiz In many countries in which the Group operates filed tax
positicns remain open to challenge dy local tax authontes for several years Corporation tax 15 therefore accrued basad on the Directors
assessment of terniory specific tax law and bkellhood cf setilement

Any changes to estimates of uncertan tax positions would be reflected in the consolidated income statement
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5 Segmental analysis

IFRS 8 requires operaung segments to be idenufied on the basts of internal reports about components of the Group thai are regularly reviewed

by the Board of Directors to allocate resources to the segments and 1o assess their performance

The Group 1s managed on the basis of four broad geographical regions

~ Northern Eurcpe (UK Ireland Germany and Turkey) °
- Southern Europe and Laun Amenca (Spain, Portugal France Italy Mexico and Brazl),

— Marth Amenca (USA) and

- Asia Pacific (Hong Kong Singapore Malaysia India and China)

Segment revenues and performance have baen as follows

Southern
Northern Europe and North Agia
Europe Latin America Amenca Pactfic Total
2011 201 2011 2011 2011
£ 000 £ 000 £ 000 £ 000 £ 000

Year ended 31 Decemhber 2011
Revenue — external sales 249,487 44,356 45,752 6,541 346,136
Cost of sales {149 050) (22,411) {27,084} |13 684) {202 229)
Gross profit 100,437 21,945 18,668 2 857 143,907
Depreciation and amarusation (7,884) {304) {205} (33} {8,426)
Other administrative expenses {58,982) {11.011) {11,596} (4.974) (B6,563)
Regional aperating profit/{loss} befare legacy scheme share
basad payments, FSA associated costs and joint ventures 33571 10,630 6,867 {2,150} 48,918
Share of loss af joint venture {1,181}
FSA assooiated costs {16,892}
L egacy scheme share based payments {1,167}
Operating profit aftar legacy scheme share based payments,
FSA associated costs and Joint ventures 29,678
Investment revenues 423
Finance costs — non-dernvative INstruments {1,795}
Profit before taxation 28,306
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5 Segmental analysis continued

Southern
Northern Eurcpe and North Asia
Eurcpe Latn Amerca America Pacilic Toral

2010 2010 2010 2070 200

£ oot £ 000 £ 000 £ 000 £ 000
Year ended 31 December 2010
Revenus — external sales 234 945 4G 718 38479 5 661 325 803
Cost of sales (137 682) (25 689) {22 164) {3 552) {189 077)
Gross profit 97 263 21029 16 325 2,109 136 726
Depreciation and amartisation (6 979 {303} {139) {27} {7 448)
Other admimistrative expenses (54 722) {10 266} {10 319) (4 392) {79 699)
Regional gperating profit/(foss) before iegacy schemne share
based payments and joint ventures 35582 10 460 5 867 (2310 49 579
Share of operating loss of Joint venture (843)
Legacy scheme share based payments {3 841}
Operating profit after logacy scheme share based paymaents
and jomnt ventures 44 895
Investment revenues 341
Finance costs — non-denvalive INstyumenis {5 482)
Profit before taxation 39 754

For the purposes of resource allocation and assessing performance, operating costs and revenues are allocated to the regions in which they are
earnad or ncurred The above does not reflect additional net charges of central costs of £1 222 000 {2010 £1 178 000) presented within Northern
Lurgpe in the tables above which have been charged to other regions for statutory purposes

Segment assets

2011 2010

£ 000 £ 000
Notthern Europe 117,399 91 543
Southern Europe and Laun Amenica 9,348 8378
North Amenca 18,478 12,557
Asia Pacfic 2,346 2,158
Total sagment assets 142,571 114,637
Unallocaled assets 18 508 20529
Consolidated total assets 166,079 135 166

Goodwll deferred tax and investments 1n joint ventures are not allocated to segments

Capital expenditure

Intangible assets

Property plant and equipment

2011 2010 201 2000

£ 000 £ 000 £ 000 £ 000
Northern Europe 8992 13112 1,994 4 597
Southern Europe and Latin America -] 51 322 k¥
North Amenca 396 108 99 291
Asia Pacific 21 3 20 46
Consolidated total additions 9,417 13274 2,435 4971
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5 Segmental analysis continued
Revenues from major products

201 2010

£ 000 £ GC0
Retall assislance policies 258,048 262 707
Retal nsurance policies 38,529 33 042
Packaged and wholesale pobcies 42,325 26 630
Non-policy revenue 7,234 3424
Consolidated revenue 346,136 325 803

Major product streams are disclosed on the basts monitored by the Board ot Directors For the purpose of this product analysis

reta:d assistance

policies  are those which may be insurance backed but contain a bundle of assistance and other benefits ' retall Insurance policies’ are those
which pretect against a single insurance nsk, packaged and wholesale polictes  are those which are prowided by Business Partners to ther

customers 1 relation 1o an ongoing product or sernce which 1s provided for a specified period of ume  “non-policy revenues  are those which
are not In connaction with providing an ongoing service to policyholders for a specified penod of tme

Disclosures in notes 7 18 and 22 regarding accounung for insurance centracts provide (nformation relating to all contracts within the scope ot

IFRS 4 and therefore include both retall insurance policies and the insurance components of retall assistance and packaged and wholesale policies

Major product streams have previously been monitored a5 assistance products

being those which are predominantly insurance backed but

contain a bundle of assistance insurance and other benefits, and insurance products  which cover a single insurance nsk as set out 1n the

table below
2011 2010
£ 000 £ 000
Assistance producis 294,844 286 796
Insurance products 51,292 39 007
Consolidated revenue 348,136 325 803

Geographical information

The Group operates across 8 wide number of terntonies of which the UK Spain and the USA are considered individually material Revenue from
external customers and non-current assets {excluding investrnents In joint ventures and deferred tax) by gecgraphical location are detaled below

External rovenuos

Non current assets

2011 2010 2011 2010

£ 000 £ 000 £ 000 £ 000

UK 233,859 221,474 38,658 39,609
Usa 45,752 38,479 13,287 12 988
Spain 26,717 289 802 551 487
Other 39,808 36 048 1084 886
346,136 325803 53 620 53,980

Information about major customers

There are no customers (n either the current or the previous year from which the Greup earns more than 10% of its revenues
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FINANCIAL STATEMENTS NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED

6 Profit for the year

201 200
Note £000 £ 000

Profit for the year has been arnved at after chargingf{crediung)
COperaung lease charges 2,623 2 630
Net fareign exchange gains {205} {34)
Depreciation of property plant and equipment 16 3,240 3233
Amortisation of intangible assets 15 8,850 6929
L.oss on disposal of property plant and equipmént {13) -
FSA associated costs 25 16 892 -
Fauity setiled share based payments 2,187 4279
Cash settled share based payments 12 464
Tota! share based payments (see note 30) 2,259 4,743
Other staff costs 63,372 66,279
Total staff costs 65,631 71,022
Movement on allowance for doubtful msurance recevables 18 {125) -
Government grdant income (325) 875}

NDuring the year the FSA carried out an investigation into certain UK sales of the Group s Card Protection and Identity Protection producis 4s
described in the Drectors’ Report on page 34 FSA associated costs compnse anticipated compensation payable to customers through a Past
Business Review in relation 10 these sales regulatery penalues and other costs and professional fees associated with the investigation and Past

Business Review

Government grant ncome relates to the Chestertield call centre opened in 2008

Fees payable to Delaitte LLP and therr associates for audit and non-audit services are as follows

' 2011 2010
£'000 £ 000
Payable to the Company 5 Auditar for the audt of the Company and consolidated financial statements 58 58
Fees payable to the Company s Auditer and therr asscciates for other seraces 1o the Group
— Audit of the Company s subsidiaries pursuant to legislation 429 411
Total audit services 487 469
Audit related assurance semvices 59 53
Taration comphance services 39 34
Other taxation adwvisory services 9 49
Carporate finance services - 1105
Other services 54 -
Total non-audit services m”m 1241
658 1710

Corporate finance services In the prior year related to the Company s 1ssuance of new shares on IPO duning that year end were charged to the

sharg prerium account
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7 Insurance revenues and costs

Revenues and costs ansing from all of the Group s insurance contracts as defined by IFRS 4 are set out below An analysis of the Group s retall

insurance only policies 1s set out In note 5

Revenue earned from insurance activities

2011 2010
£'000 £ 000
Gross premums wnitén 77,044 549 790
Change in provision for unearned premiums 1,425 (183)
Earned premiums 78 469 58 607
Gosts incurred from insurance activities
2011 2010
£ 000 £ 000
Remsurance prermiums mourred 6,289 3489
Claims paid
— Gross amount 25,824 14130
- Reinsurers share 13,572) 12 184)
- Increase in prowision for gross cams {180) 1 254
- Decrease in provisicn for reinsurance clams {607) (381}
21,465 12818
Acquisition costs
- Costs incurred 20,707 22 399
- Moverment in deterred acguisition costs (139} {5 252)
20,568 17 147
QOther expenses 15,773 11 281
64,085 44 736

The followang assumptions have a significant impact on insurance revenues and costs

- Unearned prermiums an prepaid insurance policies are recognised as revenue on a straight line basis aver the ife of the policy

— Deterral of acquisiion costs Post sale set up costs are recegnised on a straight line basis over the expected Iife of the policy Commission costs
are recognised on a straight line basis from the end of the imitial acceptance period aver the expected Ife of the relevant policies, 1aking account

of the expected levels of cancellations

Changes to the expected hte of classes of policies will therefore impact the peniad in which these items are recognised

There have been no sigrificant changes in these assumptions dunng the current or previous years

8 Staff costs

Staff costs during the year {including Executive Directors)

2011 2010
£ 000 £ 000
Wages and salarnes 55,344 57,027
Social security costs 6,464 6 420
Share based payments (see note 30) 2,259 4,743
Pension costs 1,564 2832
65,631 71022

Average numbar of employees
2011 2010
Northern Eurgpe 1,677 1716
Southern Europe 275 3086
North Amerca 191 150
Asia Pacific 48 48
2,091 2220

Detaills of remuneration of Directors are included in the Remuneration Report on pages 44 1o 50
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FINANCIAL STATEMENTS NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED

9 Investment revenues

2011 2010

£ 000 £ 000

Interest on bank depasiis 423 3n
10 Finance costs — non-denvative instruments

2011 2010

£ 000 £ 000

Rank loan intarest 1,316 1,628

Arnortieation of capitakised loan \ssue costs 366 3738

Qther 113 1156

1,795 5482

Amartisation af capitalised loan 1ssue costs includes £ ndl (2010 £3 119 000) of sccelerated amortisation ansing on early repayment of the Group s

previous bank loans

11 Taxation

20Mm 2010

£000 £ 000
Current tax charge
UK corporation tax 5,370 B 520
Fareign tax 4,030 3594
Adjustments in respect of prnior years {115} (B56)
Total current tax 9,285 11 458
Deferred tax charge/{credit)
Ornigirration and reversal of tming differences 1,330 225
Impact of change in UK tax rates 164 67
Adyustments in respect of prior years (524) 854
Total deferred tax 370 1146
Total taxation charge 10,255 12 604

UK corporation 1ax |s calculated at 26 5% (2010 28%) of the estimated assessable profit tar the year Taxation for other junsdictions 1s calculated

at the rates prevahng in the respective junsdictions

The charge for the year can be reconciled to the profit per the consclidated income staternent as follows

2011 2010

£000 £000
Profit before tax 22,306 39754
Effects of
Tax at the UK corporation tax rate of 26 5% (2010 28%) 7,601 11131
Netincome not chargeable for tax puwposes (265} 1106}
Overseas tax losses not recegrised 705 640
Higher tax rates or overseas earnings 823 559
Joint venture results presented net of taxation 313 236
Adjustments in respect of prior years {639) 198
Impact of change in future tax rates on deferred tax 164 67
Shortfall of share opuion charge compared to tax allowable amount 1,653 {121
Total tax charged to income statemant 10,255 12 604
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11 Taxation continued
Income tax chargedfcredited) 1o reserves during the year was as follows

2011 2210
£ 000 £ 009
Current tax credit
Movement on equalisaton reserve (60} [358)
Total current tax (60) (358)
Ceferred tax charge/icredit)
Timing differences on equity settled share based charge 1,027 {1078)
Total deferred tax 1,027 1 078)
Total tax charged/{credited) to reserves 967 (1436)
12 Dividends
Amaunts recognised as distnbutions to equity helders in the year ara as follows
20m 204
£ 600 £ GO0
Final dividend paid for the year ended 31 December 2010 of 5 12 pence per share {2009 nil pence per share) 8,776 -
interim diwadend paid for the year ended 31 December 2011 of 2 42 pence per share (2010 2 42 pence per share} 4,149 4127
Amounts recognised as distnbutions to equity holders in the penod 12,925 4127

The Cirectors have not proposed a final dvidend for the year ended 31 December 2011 During 2011 the Directars proposed a final dividend for
tha year ended 31 Decermnber 2010 of 5 12 pence per share which was nat accrued as a hability as at 31 December 2010 1n accordance with IAS 8

13 Earnings per share

Basic and diluted earmings per share have been calculated in accordance with 1AS 33 Earnings per Shara

also been presented n order to give a better understanding of the performance of the busingss

Underlying sarnings per share have

Earmings
2011 2010
£'000 £ 00D
Earnings for the purpeses of basic and diluted earnings per share 18,215 27 150
Legacy scheme share based payments {net of tax) 1.167 2 766
FSA assowated costs (net of tax) 12 976 -
Exceptional amorusation of capiialised loan issue costs {net of 1ax) - 2246
Earnings for the purposes of underlying bas:ic and dituted earnings per share 32,358 32 162
Number of shares
Number Number
{thousands) {thousands}
Weighted average number of ordinary shares for the purposes of basic earnings per share 171,210 166 278
Eftect of dilutive potential ardinary shares share options 787 3114
Woeighted average number of ordinary shares for the purposes of diluted earnings per share 171997 169 392
2011 2010
Pence Pence
Basic and diluted earnings per share frorm continuing operations
Basic 10 64 16 33
Diluted 1059 1603
Basic and diluted underlying earnings per share from continuing operations
Basic 1899 19 34
Diluted 18 81 18 93
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FINANCIAL STATEMENTS NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED

14 Goodwill

2011 2010
£ 000 £000

Cost and carrying value
At 1 January 16,536 16 053
Recogrised on the acquisiton of a subsidiary - 156
Exchange adjustments {15] 327
At 31 December 16,521 16 536

Goodwill acquired 1n a business combinetion 1s allocated at acquisition to the cash generating units {CGUs) that are expected to benefit from that

business combination The carrying armount of goodwill has been allocated as follows .

2011 2010

£'000 £ 000

CPP MNorth Amenca LLC 12473 12 488
CPP Travel Services' 2,570 2570
Homecare Holdings Limited 1478 1478
16,521 16,536

) CPP Travel Services represants the eruties Lurrently tading as CFP Travel Sernces Uimied and Concepts for Travel Limited

The Group tests goadwill annually for imparment or more frequently if there are indications that goodwill mighs be impaired

The recoverable amounts of the CGUs are determined frem value in use calculauons The key assumptions for the value in use calculations
are those regarding the discount rates growth rates and expected changes o selling prices and direct costs dunng the penod Management
esumates discount rates using rates that reflect current market assessments of the tme value of money and the nsks specific ta the CGUs
The growth rates are based on detailed business plans and do not take account of any long term growth after this plan peried of up 10 three
years Changes In seling prices and direct costs are based on past practices and expectations of future changes n the market Tha rate used

to discount the forecast cash flows from the relevant CGUs at 31 December 201115 14% (2010 12%)

15 Other intangible assets

Centractual
arrangements Internally Externally
with third Business genearated acquied
parties relaticnships software software Total
£ 000 £000 £ 000 £ 000 £000
Cost
At 1 January 2010 4 744 2118 12,159 13 393 32 414
Additions 8109 - 2 344 281 13274
Exchange adjustments - - 6 (15) 19}
At 1 January 2011 12,853 2118 14 509 16,199 45 679
Addions 4275 - 2 397 2,745 9,417
Digposals - - - (107) [107)
Exchange adjusiments - - - {16) {16}
At 31 December 2011 17 128 2,118 16,906 12 821 54,973
Accumulated amortisation
AL 1 January 2010 355 - 7 804 8,529 16 688
Provided during the year 2714 158 2,068 1,988 6 929
Exchange adjustments - - 4 3 7
At 1 January 2011 3 069 158 9 876 10 521 23 624
Prowided during the year 3,663 478 2,425 2,284 8,850
Disposals - - - {107} {107}
Exchange adjustmenis - - - {20} {20}
At 31 December 2011 6732 636 12,301 12,678 32,347
Carrying amount
At 31 December 2010 9784 1960 4633 5678 22 055
At 31 December 2011 10,396 1,482 4,605 6,143 22,626
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16 Property, plant and equipment

Freehold land Leasehold Computer Furruture &
& property impravaments systems equipment Tonal
£ 000 f 000 £ 000 £ 000 £ 000
Cost
At 1 January 2010 7278 5 534 26 332 G 920 46 064
Additions - 92 4 489 390 4 971
Disposals - - 13) = (3}
Exchange adjustments - (192) {52] {22) 1266)
At 1 January 2011 77278 5,434 30 766 7 288 50 766
Additions - 235 1.771 429 2,435
Dispasals - (1) {1,869) (38) {2,008)
Cxchange adjustments - {18) {69) (52) {139)
At 31 December 2011 7,278 5.650 30,499 7,627 51,054
Accumulated Dapraciation
Ar 1 January 2010 1409 3679 21,240 5872 32 200
Provided durng the year 213 196 Z 446 378 3233
Disposals - - 13 - 13)
Exchange adjustments - {33) (20} - {53}
At 1 January 2011 1622 3842 23 663 6 250 35 377
Provided dunng the year 165 230 2,449 396 3,240
Disposals - - {1,957) {38) {1 995)
Exchange adjustments - {15) (18} (8} (41)
At 31 December 2011 1,787 4,057 24,137 6,600 36,581
Carrying amount
At 31 December 2010 b 656 1592 7103 1,038 15 389
At 31 Decemiber 2011 5491 1,693 6 362 1,027 14,473
Included in freehold land and property s freehold land at its cost value of £759 000 {2010 £759 000} which 1s not depreciated
17 Investment n joint venture
Movements in the Group s sharc 1n 1ts joint venture arc as follows
2011 200
£ 000 £000
Carrying amount at 1 January 184 50
Acauisition of share capital 997 977
Share of losses for the year (1,181) {843}
Garrying amount at 31 December - 184

The Group has a 50% economic interest N Home 3 Assistance Limited (Home 3) with 49% of the 1ssued ordinary share capital being allotted
to the Group The Group has prowided Home 3 with a subordinated loan facity of £1 200 000 duning the year This has been accounted for as an
investment in Home 3 to the extent that losses have been incurred in the current year The Group was allotted shares for cash consideration of

£977 000:n 2010

Home 3 I1s incorporated 1n England and Wales Its principdl activity 1s provision of services in connection with assistance and insurance
This investment 1s considered to be jantly conrtrolled based on the incorporation documents shareholder agreement and the composition

of the Board of Directors of Home 3

AR

MBIAIBAR TN0ID

LZ=¢l
malnal Bunesady

05-82
BIUEUIBADD)

i

5615

$IUALLI}EYS |RIDUBLI



7 2 CPPGroup Plc Annual Report and Accounts 2011
FINANCIAL STATEMENTS NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED

17 Investment in joint venture continued
The Group has a 50% interest in tha economic assets of Homae 3 as follows

2011 2010

£ 000 £ 000
Nan-current assets 168 -
Current assets 1556 916
Current liabliues {3,718) {548}
MNet {(habihties)/assets {1994} 368
Group’'s share of net (liabiities)/assets {997) 184
The Group has a 50% intarest in the revenue and expensas of Home 3 as follows

201 2019

£ 000 £ 000
Revenue 1,774 210
Expensas {4,726} (2 352)
Loss before taxation {2,952) (2 142)
Faxation 596 456
Loss after taxation {2 356) {1 686)
Group's share of loss after taxation {1,181) {843)
18 Insurance assets

2011 2010

£0C0 £ 000
Amounts due from policyholders and intermedianes 8093 5780
Deferred acquisition costs 15,376 15237
Amounts recaverable from reinsurers in respect of outstanding claims 1,083 476

24,852 21 493

Reconcihiation of movement in deferred acquisition costs

201 2010

£000 £ 000
A11 January 15,237 9985
Incurrad dunng the year 10,702 14 081
Amorused dunng the year {10,563) 8 829)
At 31 December 15,376 15 237

Of the above balance, £3 675 000 (2010 £4 576 000} relates 10 a penod greater than 12 months from 31 December 2017

Amounts due from policy holders and intermedianes and amounts recoverable fram reinsurers rapresent the total exposure 1o credit nsk (0 respect
of Insurance actties

Credit 1s not generally offered to retal customers on insurance premiums Vhere offered to wholesale insurance customers the average credit
penod on Insurance premiums 15 45 days The average credit penod on amounts recoverable from reinsurers 18 80 days No interest 1s charged
on Insurance recevables at any time

Indwadually or collecuvely matenal insurance receivables are reviewed for recoverability when an adverse change in credit quality 1s idenufied
or when they become overdue Credst risk s imited as insurance receivables are dispersed amangst a number of counterparues Credit ratings
are not avallable tor tha substanual majornty of insurance debtors

Included in the Group s insurance receivable balance are debtors with & carrying amount of £1,329 000 (2010 £3 234 000} which are past due
at the balance sheet date for which the Group has not provided as there has not been a significant change in credit guality and the Group beheves
that the amounis are still considered recoverable

The average age of overdue but unprovided debts 15 67 days {2010 61 days)
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18 Insurance assets continued
Age:ng of past due but not impaired insurance receivables

201 2010
£'000 £ 000
Days outstanding since date of sales invoice
45 - 90 days 1,260 1200
90 -120 days 7 -
COver 120 days 62 34
1329 1234
Mavement in the allowance for doubtful insurance receivables
2011 2010
£ 000 £ 000
Balance as at 1 January 125 253
Decrease n allowance recognised i income statement {125) -
Amaounts recovered dunng the year - (128}
Bal as at 31D ber - 125
19 Inventonies
2011 2010
£'000 £000
Consumables and supphes 329 289
20 Trade and other receivables
2011 2010
£ 000 £ 000
Trade recewvables 13,587 13,679
Prepayments 15 614 15 825
Other debtors 1,466 n
30,667 30275

Trade and other recevables are predomiantly non-interest bearing

The majority of the Group 5 trade receivables relate to customer payments awaiting collection Since the tming of collection 1s controlled
by the Group and 15 within a few days of processing the transaction credit risk 1s considered not appliceble to these itemns

Where credit 1s offered to customers the average credit period offered 1s 34 days (2010 41 days) No interest 1s charged on trade receivables
at any ime Disclosures regarding credit nsk below refate only to customers offered credit

Individually or collecuvely material trade receivables are reviewed for recoverability when an adverse change in credit quality 1s entified
or when thay become overdue Credit nsk is irmited as exposure Is spread over a large number of counterparties and customers

Included in the Group s trade receivable balance are debtors with a carrying amount of £1,368 000 (2010 £1 402,000 which are past due at the
reporiing date for which the Group has not prowvided as there has not been a significant change In eredit quality and the Group believes that the
amounts are stll recoverable

The average age of overdus but unprowided debts is 89 days (2010 82 days)

Ageing of past due but not impaired receivables

201 2010
£ 000 £ 000

Days outstanding since date of invoice
Up to 90 days 812 526
90 - 120 days 221 269
QOver 120 days 33s 207
1,368 1402
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20 Trade and other receivables continued
Movement in the allowance for doubtful receivables

2011 2010

£'000 £ 000

Balance as at 1 January - 19

Amounts written off during the year - (19)

Balance as at 31 December - -
21 Cash and cash equivalents

2011 2010

£ 000 £ 000

Cash on demand 37,081 12882

Short term deposits 17,843 12 158

54,924 25040

Concentration of credit nsk 1s reduced by placing cash on deposit across a number of institutions with high credit ratings Credit quality of
counterparties are as follows

2011 2010

£ 000 £ 000

AA 11,219 16 890
A 41,851 7188
BBB 1,657 942
B 78 -
Rating infarmaticn not available 119 20
54,924 25 040

Ratings are measured using Frtch s long term raungs which are defined such that ratings AAA to BBB- denate investrment grade
counterparties offening low to moderate credit risk - AAA  represents the highest credit guality indicating that the counterparty s ability
to meet financial commitments 1s highly uniikely to be adversely affected by foreseeable events

22 Insurance hiabilities

2011 2010

£ 000 £ 000
Claims reported 2,450 2 657
Clairms incurred but not reported 203 176
Total claims 2 653 2833
Unearned premium 6,015 7440
Armounts payable to reinsurers 210 144
Total insurance habihties 8,878 10417

Prowvisions {or claims reported and processed are based on estimated costs from third party supphers Prowisions for claims incurred but not
reported are an estimate of costs for the small number of clarms not yvet processed at the year end Claims outstanding at the year end are
expecied 10 be settled within the {ollowing 12 months

Amounts payable to reinsurers fall due for payment within cne month

Provision for unearned premiums

2011 2010
£ 000 £800
At 1 January 7.440 7257
Written in the year 77.044 53 790
Earned in the year (78.4639) (58 607}
At 31 December 6015 7 440

Unearned premiums are released as revenue on a straight hine basis over the hie of 1he relevant policy
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22 Insurance habiities continued
Remsurance cover

The Group reinsures certain ¢f 11 INsurance contracts Claims provisions are stated gross of reinsurance in the consolidated balance sheet

The impact of rainsurance on the year end claims provision 1s as follows

Gross Remnsurance Nat

£ 000 £ 000 £000
Netified claims 7 657 462) 2185
Incurred but not reported claims 768 {14) 162
As at 31 December 2010 2833 {476) 2 357
Noufied clams 2,450 {1 066} 1,384
incurred but not reported claims 203 (17} 186
As at 31 December 2011 2,653 {1,083} 1,570

Movements in the ¢laims provision gross and net of reinsurance are as follows There have been no significant differences between year end

claims provisions and the amounts settled in the subsaquent year

Gross Reinsurance Neat

£ 000 . 000 £000

As at 1 January 2010 1579 95) 1484

Cash (paid)freceived for claims sattled in the year {14 130) 2184 {11 846)

Increase/ireducton) in habilities ansing from current year claims 16 384 {2 565) 12 819

As at 1 January 2011 2 833 [476) 2 357

Cash (padifreceived for claims settled in the vear 25,825) 3,572 {22,253}

Increase/reduction) m labilities arising trom current year clams 25,645 {4,179) 21,466

As at 31 December 2011 2,653 [1.083) 1,570
Equalisation reserve

2011 2010

£ 000 £ 000

At 1 January 6,196 4813

Transfer from retained earmings 227 1283

At 31 December 6,423 6196

Equahsation reserves are established in accordance with Chaptar 7 6 of the Integrated Prudential Sourcebook {PRU) and are 1n additon to the
provisions reguired Lo meet the anucipated ultimate cost of settlement at the balance sheet date As no actual hiability exists at the balance

shest date no prowision is made in relalion 1o movements in the claims equalisation reserve However as a clams equalisation reserve s stll a
requrrernent of PRU an amount equal to the claims equalisation reserve 1s transferred from retained earnings to other reserves in the shargholders

funds Deferred 1ax1s notincluded in this transier

23 Trade and other payables

2011 2010

£ 000 £000

Trade creditors and accruals 44,438 46 735
Ozher tax and social sccunty 5711 5 383
Other payables 5 050 4,715
Deferred income 12 685 12478
67 884 69 321

Trade crednors and accruals comprise amounts ocutstanding for trade purchases and ongoing cosis The average credit penod for trade purchases
is 18 days (2010 20 days) Interest is not suffered on trade payables The Group has financial management polcies in place 10 ensure that all

payables are setiled wathin the pre-agreed credit terms
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24 Bank loans

The carrying value of the Group s financial habiiies for short term borrowings and long term borrowings are as follows

2011 2010

£'000 £ 000

Repayments due within ane year - -

Less unamortised 1ssue costs - -

Bank loans due within one vear - -

Repayments due outside of one year 43 500 28 000

Less unamorused issue costs {459]) (801

Bank loans due outside of one year 43,041 27188
Analysis of repayments

2011 2010

£ 000 £ 000

Within one year - -

In the second year 43,500 -

In the thitd to fifth years - 28 000

Total repayments 43,500 28 000

Less unarnorused 1ssue costs (459) 801)

Total carrying value 43,041 27199

The Group s bank debt 1s1n the form of a Revolwing Credit Facihty (RCF) The Group 1s entitled to roll over repayment of amounts drawn down
subject to ¢ll amounts outstanding falling due for repayment en expiry of the facility en 31 March 2013

The RCF bears interest at a vanable rate ot LIBOR plus a vanahle margin dependant on the net debt to EBITDA ratio of the Group It 1s secured
by fixed and floating charges on certan assets of the Group The financial covenants of the RCF are based on the interest cover and leverage
of the Group The Group has been in comphance with these covenants since nception of the RCF

The weighted average interest rates paid dunng the year were as follows

201 2010

% Ya

Bank loans 33 30
Weighted average 33 30

At 31 Decemnber 2011 the Group had avalable £35 6 milion (201C £56% 1 miflion) of undrawn committed borrowing facilities which expire in 2013
and on which a!l conditons precedent had been met

25 Provisions

Cash sattled FSA Cash settled FSA

share based associated share based associated
paymenis costs Total payments costs Total
2011 201 a0m 2010 2000 2010
£'000 £ 000 £ 000 £000 £ 000 £ DGG
A1 1 January 1,718 - 1,718 3048 - 3048
Charged to the income statement 72 16,892 16,964 464 - 464
FSA associated costs pad in the year — (2,114} {2,114} - - -
Loan notes repaid In the year {897) - {897) {t 793} - {1 793)
At 31 December 894 14,778 15,672 1719 - 1718

Prowvisions m respect of cash seitled share based payments represent loan notes 1ssued by emplovees to the Group Further details are provided
n nate 30

The loan notes are payable in accordance with vesting condiions summansed in note 30

During the year the FSA carned out an investigation into certain UK sales of the Group s Card Protection and Identity Protection products as
described in the Drrectors Report on page 34 Prowvision for FSA associated costs comprises anticipated compensation payable to customers
through a Past Business Rewview in retauion to these sales regulatory penalues and other costs and professional fees associated with the
investigation and Past Busiess Review

FSA associated costs are expecled io be setied within two years of the balance sheet date
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25 Prowisions continued Te
Pravisions are expectad to be settled in the following peniods = _g
Cash sattled FSA Cash setlled =SA 2
share based associated share based assoctated =
payments costs Total payments costs Tatal @
2011 2011 2om 2010 2010 2010 z
£ 000 £ 000 £ 000 £ 000 £ 000 £ 000
Within one year 894 106,498 11,393 860 - 860
Qutside of one year - 4279 4,279 859 - 859
At 31 December 894 14,778 15,672 1719 - 1719
26 Deferred tax
The following are the major deferred tax assets/{habiities) recognised by the Group and the movements thoreon during the current and prior years
Acceleraed Other short R —
capital Share based 1erm uming ~
allowances Tax losses payrments ditferences Toral w Q
£000 £ 000 £ 000 £ 000 £ 000 Plo @
k)
At 1 lanuary 2010 502 134 3287 (505} 3418 ~3
(=]
Creditedficharged) to income statement 161 188} (862) {357) (1 1486) B
Credited to equily - - 1078 - 1078 i.,
At 1 January 2011 663 48 3503 {862) 3 350
Credited/(charged) to Income statemeant 368 {46} 1,846) 554 (870)
Charged 10 equity - - {1,627) - [1,027)
At 31 December 2011 1031 - 630 {308) 1353
Deferred tax assets and labililies are stated at tax rates expected 10 apply on the forecast date of reversal based on tax laws substanuvely enacted
atl the balance sheet date
Certain deterred tax assets and habilities have been offset where the Group 1s entitled to and intends to seitle tax lizbiies on a net basis
The followsng 1s the analysis of the deferred tax balances {afier offset) for finanaial reporting purposes e
2011 2010 B8
£ co0 £000 &
Deferred tax assets 1,987 3809 = §
Deferred tax habifiies (634} (459) @
1,353 3350
At the balance sheet datz the Group has unused tax losses of £9 245 000 (2010 £8,036,000) avallable for offset against future profits No deferred
tax asset has been recognised in respect of these losses due to the unpredictability of future profit streams in the underlying companies and
restrictions on offset ot taxable profits and losses between Group cormpanies [ncluded in unrecogrised deferred tax assets are losses of £457 000
(2010 £688 000} that will expire 1n 2015 £969 000 (2010 £nil) that will expire 1n 2016 and £2 629 000 (2010 £2 286 000) that wilt expire in 2020
Other losses will be carned forward indefinitely
The Group s share of tax losses carned forward in the Home 3 joint venture amount to £1 485 000 {2010 £1 070 000) These have not been
recogmised since utihsanon of the losses 1s not yet sufficiently certain
There 1s no deferred tax liability on unremitted foresgn earmings -
27 Financial instruments by
Capital nsk management nln E]
The Group manages Its capital to safeguard 115 ability to continue as a going concern L4 3
The Group does not have a target level of gearing but seeks to maintain an appropriate balance of debt and equity while providing returns '&
for shareholders and benefiis for other stakeholders During 2011 the Group maintained sufficient debt facilines 10 ensure its cbjectives were -4
met The Group s princepal debt faciity duning the year was its £80 million Revolving Credit Facility which expires on 31 March 2013 ?‘
3
The Group makes adjustments to its capital structure in hght of economic conditions To maintain or adjust the capital structure the Group may 'y

adjust the dividend payment to shareholders return capital to shareholders or 1Issue new shares The Directors have considered the capital
requiremnents of the Group, including as a result of the FSA investigation and have not proposed a final dividend in respect of the current year

Externally imposed capital requirement
Two of the Group s principal subsidiangs, Card Protection Plan Limited and Homecare Insurance Limited have capital requirermnents imposed by
the FSA In the UK Both subsidiaries have complied with therr respective imposed capital requirements throughout the current and previous year
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27 Financial instruments continued

Card Protection Plan Limited

Card Protection Plan Limited 1s regulated by the FSA as annsurance intermediary and 1s required to hold a minmum level of capital resources
relative to regulated business revenue

The rato of current and future capiial resources 1o regulated business revenue 1s reported monthly 1o management to ensure comphance
There have been no instances of noncornphance n cither the current or previous years

The Group has agreed with the FSA in cannection wath iis investgaton to additional restrictons on the disposition of assets by Card Protection
Plan Limited

Homecare Insurance Limited
Homecare Inswrance Limited 1 regulated by the FSA as an insurance underwniter and therefore maintains its capital resources in accordanca
with the FSA s nisk hased solvency regims Individual Capital Adequacy Standards (ICAS)

The current and future caprital leve!s are reviewed each month 1o ensure ongoing comphance and are reported 10 the FSA quarterly
There have been no instances of non-compliance in either the current or previcus years

Fair value of financial instruments
The fair value of non-dervative financial instruments 1s determinad using pricing models based on discounted cash flow analysis using prices
from observable current market iransactions Financial assets and habiliies are carned at the following amounts

Frnancial assals

2011 2010
£'000 £ 000
Loans and receivahbles 69,977 35586
Loans and recevables comprise cash and cash equivalents trade recervables and ather receivables and taxos roceivable
There 1s no sigmhicant difference between the farr value and carrying ameunt of any fimancial asset
Financial habilities
201 2010
£000 £ 000
Financial habilives at amortised cost {116,295} {91 109)

Financial habilities at armortised cost compnse bank loans trade creditors accruals taxes payable and prowision for FSA associated costs

There 1s no significant difference between the far value and carnying amount of any financial lability since habiiiies are either short term in nature
ar boar interast at vanable rates

Financial risk management objectives

The Group s activities expose it primarly 1o the nsks of changes in foreign exchange rates and interest rates The Board of Directors determines
the Treasury Policy of the Group and delegates the authonty for execution of the policy to the Head of Treasury Any changes to the Treasury Policy
are authonsed by the Board of Directors The bmned use of financial denvatives 1s governed by the Treasury Policy and derivatives are not entered
inte for speculative purposes

Interest rate nisk

The Group 1s exposed to interest rate nisk to the extent that short and medium term nterest rates fluctuate The Group manages this nsk through
the use of iInterest rate swaps when appropnate 1n accordance with its Treasury Policy The intcrest cover ibeing defined as the ratio of EBITDA
10 Interast paid} at 31 December 201115 29 {2010 32)

Interest rate sensitivity analysis

The Group s mainly exposed 10 movements in LIBOR The following table details the Group s sensitmty to a 2% increase in LIBOR rates
throughout the year 2% represents the Drectors assessrnent of a reasonably possible change in LIBOR rates  The sensitivity analysis includes
the inpact of changes in LIBOR on yearly average cash and bank loans

2011 2010
£ 000 €000
Increasefidecrease) in profit before tax 21 [416)

Increasefldecrease) in sharehalders equity 21 (416)
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27 Financial instruments continued

Foreign currency nisk

The Group has exposure to foreign currency nsk where it has invastments in overseas operations which have functional currencies ather than
Stering and are aftected by foreign exchange movements The carrying amounts of the Group s principal foreign currency denominated assets
and hablites are as follows

Liabilsties. Assets
20m 2010 2011 2010
£ 000 £ 000 £ 000 £ 000
Euro 9,487 10831 9,684 8154
US Deilar 4,398 3587 9,005 9623

Foreign currency sensitivity analysis

The following 1able detals the Group s sensitivity to a8 20% decrease 11 Euro against Stering and 15% decreass in US Dollars against Sterling
exchange rates Thesa represent the Direclors assessment of the reasonably possible change in foreign exchange rates The sensitivity
anatysis includes only outstanding foreign cusrency denominated financial instruments and adjusts ther translauon at the year end for a change
i foEEgr‘l currency rates

Euro currency impact US Dollar currency impact
o1 2010 2011 2010
£ 000 t 000 £ 000 £000
Profit before tax {50 i18) {7 {1}
Shareholders equity {33} 338 (601) {558}

Eurozone sensitivity analysis

The Group operatas in countrnes with Euro denomunated currencies and the potentual for the Eurczane to break up represents a nisk to the Group
Eurozone operations are iy Germany Ireland, Italy France, Portugal and Spain The total carrying amount of the Group s net assets and prafit
before tax onginating in the Eurozane are as follows

2011 2010
£'000 £ 000
Net habihities (4,610} {6 556}
Profit before tax 10,758 8 586

A 20% detenoration in the Sterling euro exchange rate throughout the year would have 1educed Group operating profit by
£3 793 000 (2010 reduction of £1 431 000)

Credit risk

Credit nsk refers to the nsk that a8 counterparty defaults on 11s contractual cbligatiens resulung in financiat loss to the Group The Group does
not actively hedge its credil nsk its trade and insurance receivables are not exposed 10 a significant concentration of nisk as the Group generally
sells to a broad base of custemers but where concentiation exists this is only wath lughly rated counterparties

Counterparty credit himis are determined in accordance with the Treasury Policy for cash and cash equivalents and the Counterparty and Credit
Risk Policy for receivables Any batance that falls nto an overdue status 1s monitored Further details of the monitonng of and provision for overdue
debts 1s outined for insurance receivables in note 18 and other receivables in note 20

The carrying amount of financtal assets recorded in the consolidated financial statements which 1s net of imparment losses represents
the Group s maximum exposure to credn risk

Liquidity risk

The Group manages 11s iquidity nsk by maintaining adequate reserves banking facilives and reserved barrowing faciites The Group has a policy
of repatnastion and pooling of funding where possible in order to maximise the return on surplus cash or minimise the level of debt required
Group Treasury continuously monitors the level of short term funding requirements and balances the need for short term funding wath the long
term funding needs ot the Group Additianal undrawn facilittes that the Group has at its dispasal to further reduce the hquidity nisk are mncluded

In note 24

Compliance with finangial ravos and other covenant obligations of the Group s bank loans 1s monitored on a monthty basis by the Board
of Directors
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27 Financial instruments continued

Liquidsty and interest nsk tables

Liatilities

The tollowing table details the Group s ramaining contractual matunty for its financial habilities based on the undiscounted cash flows of financial
labilities and the earligst date at which the Group can be required to pay The table includes both interest and principal cash flows and assumes
no changes in future LIBOR rates

Less than 1-3 3 months 1-5 Over

1t month months to 1 yaar years S years Total
£ 000 £ 000 £ 000 £ 000 £°000 £000

2010
Nop-interest bearing habilities 43 579 11 270 7 671 589 - 63 109
Vanahle rate nstruments 75 137 305 28 064 - 28 531
43 654 11407 7976 28 653 - 91 690

2011
Non-interest beanng habiities 26,625 19,389 16,487 9,875 419 72,795
Variahle rate instrumaents 99 298 795 43,566 = 44,758
26,724 19,687 17,282 53,441 419 117 5563

Assals

The followang 1able detalls the Group s expected maturity for its noredenvative financial assets based on the undiscounted contractual matunties
of the financal assets

Wesghted
average
effective Less than 1-3 3 months 156
Interest rate 1 month months 10 1 year vears Total
% £ 000 £ 000 £ 000 £ 000 £ C00
2010
Non-interest beanng assets nfa 7,048 7267 188 43 14,546
Vanahle interest rata instruments 1 0% 24 983 57 - - 25040
32 03t 7324 188 43 39 586
2011
Non«nierest beanng assets n/a 11,876 2,744 187 245 15,053
Variable interast rate instruments 10% 54,738 23 163 - 54,924
66,614 2767 350 246 69,977

Insurance risk
The Group apphes a prudent approach to its management of potental exposure to Asks ansing from ais insurance contracts

The lines of policies underwntten are mited to General Insurance Classes underwniiten by an entity within the Group which s authonised by the
FSA The lines of nsk underwnitien arg restrncted by the Group to those lines where the Group erithes has substantal expsrnence or hnes where
the Group wishas 1o move into where it can enter such a line of business in a nsk-controlled manner after apprepnate Board consideration

The Group's ines of nsurance business and thus its nsurance risk portfolio are pnmanly focused on kigh vaolume low transacuon value, short term
ndividual lines

The Group has in place reinsurance arrangements to transfer a level of clams nisk to thurd parties The level reinsured 1s determined by penodic
and at least annuaf roviews

The Group s policy Is ta establish a specific claims reserve at any point In time on each line of business based on claims reportad up to and
including the last day of each accounung pericd Including an element to represent claims incurred but not yet reported Details of clams reserves
carried are provided in note 22

The Directors consder the following 1o be the principal insurance nisks and actions iaken reducing nsk 1o an accepiable level

Changes in rates of claims
Trends in clam rates and other market data are reviewed on a regular basis and prermiums for new contracts adjusted accordingly Each class
of contract has a large populatton of homogeneous policyholders and no insurance contracts are subject to concentration rnisk

A 10% detenorauon in the loss ratio dunng the year would have resulted tn a £1 568,000 reduction in profit belore tax and shareholders' equity
{2010 £917 000} 10% representing the Direclors assessment of the reasonably possible change tn the loss ratio
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27 Financial instruments continued

Changes in settlement cost per clarm

The guantum ar nature of settlement amaunts 1s specified i policy documentation and the Group 1s not expoesed to significant open ended
commitments since where settlement costs are not capped they vary within a small range Where possible contractual arrangements with
supplhers and other parties seek to imit the amount per claim

Rehance on key suppliers
The Group makes use of third party suppliers to efficiently settle some clams The performance and tinancial position of key supplers is regularly
monitored and alternative ines of supply sourced as necessary

The Group therefore considers its exposure to nsk ansing from nis insurance contracts to be appropriately managed
28 Incorporation of a subsidiary
0On 30 March 2011 |-Deal Promotions Lirmited (I-Deal) was incorporated &s a subsidiary of the Group with 51% of the 1ssued share capital being

held by the Group and the non-controlling interest being held by members of 1ts management team | Deal has been established to prowide current
and new Business Partners with promotions and incentive and loyalty programmes

Since incorporation -Deal has contributed revenue of £0 3 millien and fosses after taxation of £0 3 mullon to the consclidated Income staternent

29 Share capital

20m 2010
Number 2011 Number 2010
{Thousands) £ 000 (Thousands) £ 000
Called-up and allotted Ordinary Shares of 10 pence each
At 1 January 170,616 17,024 151 521 15,152
|ssue of shares in connection with
Incorporation of company - - 500 12
Initial Public Offering - - 12 766 1277
Exercise of share options 814 82 5829 583
At 31 Decernber 171,430 17 106 170 616 17,024

Durning the year the Company issued 813 770 shares for total consideration of £1 081 000 The Company was incorporated in 2010 and 1ssued
500 000 orcinary shares on 11 February 2010 for consideration of £12 000 Also in 2070 as part of a group reconstruction the Company 1ssued
151 520 832 10 pence ordinary shares to the shareholders of CPP Group Plc the previous holding company of the Group In exchange for 100%
of the 1ssued share capital of CPP Group Plc without change 1o the identity or relative rights of the ulimate shareholders of CPP Group Pic

In accordance with the pnnciples of merger accounting the consolidated financial statements presented the Group as if these shares had been
1ssued throughout the pnor year

The IPO offering represented a tngger event for vesting of the Group s legacy 2005 and 2008 ESOP arrangements During the year, 813 770 10
pence ordinary shares have been 1ssued ta option holders for total consideration of £1 081 000 Further details relating to share options are
provided in note 30

Of the 171 429 503 ordinary shares 1ssued at 31 Decernber 2011 170 929,504 are fully paid and 499 9¢9 are partly paid

The ordinary shares are enttled to the profits of the Company which 15 rmay from time 1o tme determine to distribute in respect of any financial
year or period

All holders of ordinary shares shall have the nght to attend and vote at all general meetngs of the Company On a return of assets on lqudation
the assets bf any) remaining after the debts and liabtlines of the Company and the costs of winding up have been pad or allowed for shall belong
to and be dismbuted amongst the holders of all the ordinary shares in proportion to the number of such ordinary shares held oy them respectively

30 Share based payment

Legacy schemes

Legacy scheme share based payment charges In the Income statement of £1 167 000 (2010 £3 841 000) anse from the Group s 2005 and 2008
ESOP Schemes and share based toan notes which had been implemented (in previous years 10 incentivise cerain employees Optons in these
schemes are exercisable at a price determined by the Board of Directors on the date of grant The vesung condiuons of the lean notes are broadly
consistent with the options they replaced The loan notes have heen accounted for as cash settled share based payments

The IPO duning 2010 represented a trigger event for the 2005 and 2008 ESOP Schemes On the date of the IPO 50% of the options outstanding
vested with 25% vesting in 2011 and 256% in 2012 Optens lapse If not exercised wathin ten ygars of anginal grant and may lapse ;f the employee
leaves the Group

|
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30 Share based payment continued
Detalls of share options outstanding during the year under tha legacy schemes are as icllows

2011 2010
Weighted Weighted
average average
Number of exercise Number of EXEICISE
share options price share options prce
{thousands} e (thousangs} (£}
2005 ESOP Scheme’
Quitstanding at 1 January 3,619 193 8 561 188
Forteited dunng the year (38} 122 {65) 082
Exercised during the year (446) 124 (2877} 186
Outstanding at 31 December 3.135 203 3619 193
Exercisable a1 31 December 1,016 208 151 20
2008 ESOP Scheme’
Outstanding at 1 January 4,504 179 7 388 166
Granted dunng the year - - 168 179
Forfeited dunng the year (270) 179 (102) 179
Exergisad dunng the year (368) 179 (2 950} 148
Outstanding at 31 December 3,866 179 4,504 179
Exerqisable at 31 December 2,820 179 212 179

4 As part of the Group reconstriction tn March 2010 each opuon over {1 srare of CPP Group Ple was rolied over into an oplion aver 16 shares i the Company with agquivalent terms 1¢ *he opuon
sl replaced Cotion numiers and prces i e able above nave been restated to reflect the rolled over amounts

The weighted average share price at the dates of exercise during the year was £2 84 (2010 £2 45)

The optians outstanding at 31 December 2011 had a weighted average remaining contractual ife of il years {2010 one year) in the 2008 Scheme
and nil years {2010 one year) in tha 2005 Scheme

Ng aptions were granied in the year The aggregate estmated far value of the aptions granted during 2010 was £171 000

The principal ssumptions underlying the valuauon of share aptions granted dunng 2010 at the date of grant are as follows

2008 ESOP Scheme 2005 LSOP Scheme

2011 2010 2011 2010
Weighied average share pnce n/a £2 35 n/a nfa
Weighted average exercise price n/a £179 n/a nfa
Expacted volatility n/a 43 00% n/a n/a
Expected life n/a 1 year n/a nfa
Risk free rate n/a 2 98% n/a n/d
Expected dividend yield n/a 000% n/a nfa

Expected volatihty was determined by calculatng the histancal volatiity of comparable quoted companies share prices

Post IPO plans

Other adnmvstretive expenses include £1 092 000 (2010 £902,000} of charges ansing from the Long Term Incentive Plan the Restncied Stock
Plan the Deferred Share Bonus Plan and the ShareSAVE Plan Opuons have been granted during the year under the LTIP RSP and DSBP to
incentivisa certan employees UK based staff have been inwited to partcipate in the ShareSAVE Plan during the year
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30 Share based payment continued

Detals of share options outstanding duning the period under these plans are as follows

2011 2010
Wenghted Weighted
average average
Number of exercise Numbar of exercise
share options price share options prica
{thousands) {£) (thausands) {£)
LTEP
Dutstanding at 1 January 1,271 - - -
Granted dunng the yaar 1809 - 1,323 -
Forfeited dunng ihe year {176) - {52) -
QOutstanding at 31 December 2 904 - 1271 -
RSP
Outstanding at 1 January 135 - - -
Grantad dunng the year 106 - 1486 -
Forfeited dunng the year (41} - {11) -
Outstanding at 31 December 200 - 135 -
DSBP
Quistanding at 1 January - - - -
Granted dunng the year 61 - - -
Outstanding at 31 Decemnber 61 - - -
ShareSAVE Plan
Outstanding at 1 January 800 198 - -
Granted duning the year 1073 125 826 198
Forfeited / cancelled dunng the year 1638} 198 (26} 198
Outstanding at 31 December 1,235 135 800 198

Nil-cost opuons and condiional shares granted dunng the year under the LTIP normally vest after three years lapse 1f not exercised within
ten years of grant and may lapse if opton holders cease to be employed by the Group Vesung of LTIP epuons and shares are also subject
to achievement of performance cntena including sarmings per share growth and total shareholder return over a three year penaod

Nil-cost options and conditional shares granted during the year under the RSP normally vest after three years, lapse 1f not exercised within ten
vears of grant and may lapse if opuon holders cease to be employed by the Group

Hilcost oplions and conditonal shares granted durning the year under the DSBP normally vest after three years lapse if not exercised wathun ten
years of grant and may lapse it option holders cease to be employed by the Group The DSBP i1s a scheme to retain and further incentivise serior
management by awarding a peruon of their annual bonus In the form of share options

Options granted during the year under the ShareSAVE Plan entitle option holders 1o contribute up to £250 per manth to the plan At the vestng
date of either three or tive years option holders choose between return of therr contributions in cash or purchase of shares at a discount 1o the
market price on the date of grant Options normally lapse and cash deposited 1s returned to option holders who cease ta be employed by the

Group dunng the vesting penod

The options outstanding at 31 December 2011 had a weighted average remaining contractual hfe of two years {2010 two years) in the LTIP

two years (2010 two years)in the RSP two years in the DSBP {2010 n/a) and three years (2010 four years) in the ShareSAVE Plan
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30 Share based payment continued

The prncipal assumptions underdying the valuation of the options granted duning the year a1 the date of grant are as follows

ShareSAVE LTIP RSP CsBP

2011 2010 2011 2010 2011 2010 2011 2010
Weaighted avaerage share price £133 £2 68 £2 17 £2 62 £279 £2 62 £3 00 nfa
Weighted average exercise price £125 £198 Enil Enil £nil £nil Eml nfa
Expected volatlity 3572% 33 49% 36 95% 3367% n/a n/a n/a n/a
Expected hfe 3 years 4 years 3 years 3 years 3 years 3 years 3 years nfa
Risk free rate 116% 1 45% 149% 1 94% n/a n/a n/a n/a
Dividend yigld 5 68% 328% n/a n/a n/a n/a n/a n/a

The aggregate estimated farr value of the options and shares granted under the LTIP, RSP DSBP and ShareSAVE 1s £4 230 000 (2010 £4 181 C00)

Expected volatihty was determined by caleulaung the historical velatiity of comparable guoted comparnies share prices

31 Reconcihation of operating cash flows

2011 2010
€ 000 £ 000
Profit for the year 18,051 27 150
Adjustment for
Depreciation and amortisaton 12,080 10162
Equity sctiled share based payment expense 2,169 4279
Loss on disposal of property plant and equipment 13 -
Share of loss of joint venture 1,131 843
tnvestment revenues (423} 1341}
Finance costs — non denvative insirumenis 1,795 5482
Incomne tax axpense 10,255 12 604
QOperating cash flows before movemants in working capitai 45,131 60,179
Increase in Inventories {40) (130)
Increase in recervahles {770} {7 134)
Increase in Insurance assets {3,059) (7,441)
Increase In payables 605 5,655
[Decreasslfincrease in insurance habilities {1,539) 1420
Increase In provisions 14,850 464
Cash gencrated by operations 55,178 53013
Exercise of share options {1,059) (5,530}
Incame taxes pad {12,572) {9121}
MNet cash from operating activities 41,547 38 362

32 Contingent habilities

Hawving regard to the disclosure in note 25 1t1s possible that other claims or matters may anse against the Group in connection with the FSA s
investigatians which could take a number of forms and iherefore have a financtal effect that cannot presently be esumated The Directors have
considered the probabibity of such claims or matters crystalising and as a result do not deem them probable enough 1o recognise a provision
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33 Commitments
Operating lease commitments

The Group has entered into commercial leases an cartain properties motor vehicles and items of machinery Tha leases hava normal terms

escalation clauses and renewal nghts

Future rmimimum lease payments under non-cancellable operaung leasas expiring

2011 2010

£ 000 £ 000

Within one year 351 716
in the second to fifth years inclusive 4,163 2 B6B
After five years 6,093 2,697
10,607 6,181

34 Events after the balance sheet date

On 24 February 2012 the Group announced that it had reached agreement with the F54 on the scope of actions necessary to address certain

talings n 1ts sales processes in the UK The Group has agreed to make changes 10 1ts renawals process in order to tughlight more clearly 1o

customers that they have the nght not ta renaw the products and 1o explain clearly tha benefits and hmitauons of the relevant product It has
also agreed to carry oul a Past Business Review under FSA superasion of direct sales of its Card Protection and Idenuty Protection products

trom 2005 and to offer appropriate redress to customers The agreement with the FSA)s detalled on page 34

The antigipated impact of the above actions agreed wath the FSA, together with an ssumate of regulatcry penalues and professional fees are

Included in the Group s provision of £14 8 milhon for FSA associated cosis in note 25

On 12 March 2012 the Group confirmed that 1t was undertaking a restructuring of its UK business wath a voluntary redundancy programrme

This measure has been taken to align the LUK cost base to its revenue and 1s expected to result in one-off radundancy costs of approximately

£3-4 million

35. Related party transactions and control
Ultemate controiling party
The Group 1s contrelled by the Company s majority shareholder Mr Hamish Ogston

Transactions with associated undertakings
Transactions between the Group and its joint venture represent related party transacucns

The Group has underiaken the follovang transactions with 1ts Joint venture entity, Home 3

2011 2010
£ 000 £ 000
Costs rechargeable ta Home 3 incurred by the Group 361 366
Balance receivable from Home 3 at 31 December 1,090 27

Amounts recervable from Home 3 include £1 200 000 {(Z01¢ £ nil} of sub-ordinated loan notes which fall due for repayment on 29 December 2012

Remuneration of key management personnel

The remuneration of the Directors and senier management team who arg the key management personnel! of the Group s set out below

2011 2010

£ 000 £ 000

Short 1erm employee benefits 3436 3886
Post employment benefils 231 161
Termination benefits 142 240
Share based payments 1,153 28N
4,962 7 258

Required disclosures regarding remuneration of the Drectors are included in the Remuneration Report on pages 44 to 50
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COMPANY BALANCE SHEET

far ihe yoar ended 31 December 2011

2011 2010
Mote £ 000 £ Q00
Fixed asseots
Tangible fixed assets 39 5 5
Investment in subsidiaries a0 16 787 16321
15,792 15,326
Current assats
Debtors 41 58,477 42 619
Cash and cash equivalents 9,901 10957
69,378 53576
Creditors amounts falling due within ane year 43 (12,128) {10 023)
Net current assets 57,250 A3 553
Total assets less current liabilities 73,042 58 879
Provisions 44 {2,176]) {1,719
Net assets 70,866 57,160
Capital and reserves
Called up share capital 45 17,106 17024
Share premium account 46 33,300 323
Share based payment reserve 46 4,980 2973
Profit and loss reserve 46 15 480 4 862
Equity shareholders’ funds 70,866 57,160

oryoved by the Board of Directors and authorised for 1ssue on 26 h 2012 and signed on its behalf by

Paul Stobart

Chiat Cxecutive Officer ncial Officer

Company registrauon nismber
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NOTES TO THE COMPANY
FINANCIAL STATEMENTS

36 Parent company profit and loss account

The Company has taken advantage of the exernption in the Companies Act 2006 Section 408 not to present its own profit and loss account

The Company reported a profit after tax for the year of £23 543 000 {2010 £8 989 000} including dividends receved fram subsichary undertakings
of £30 00C 000 (2010 £13 500 000) during the year

37 Significant accounting policies

Basis of preparation

The Directors have chosen to present these Company financial statements undar the historical cost basis in accordance with applicable law and
accounting standards generally accepted in the United Kingdom (UK GAAP}

The Company was Incorporated as Cranberry 1 Plc on 9 February 7010 and changed 1ts name to CPPGroup Plc on 10 March 7010 The comparative
infarmation 1s therefore based on a 48 week penod

Cash flow statement
Under FRS 1 (rewised) Cash Flow Statements the Company 15 not required 1o include a cash flow statement within these Company financial
statements, since a consolidated cash flow staterment for the Group 1s pubhcly avalable

Dividend income
Dividend income from investments 1s recognised when the Cornpany s night to recerve payment has been established

Provisions

Prowisions are recognised when the Company has a present obligation as a resull of a past event it 1s probable that the Company will be required
to sattle that obligation and a reliable esumate can be made of the amount of the obliganon The amount recognised as a provision is the best
estmate of the consideration required to settle the present obligation at the balance sheet date, taking into account the nsks and uncartanuas
surraunding the obligation Where a provision 1s measured using the cash flows csumated to settle the present obhgation 1ts carrying amount

1s the present value of those cash flows

When some or all of the economic benefits required 1o settle a prowision are expected to be recovered from a third paity a receivable 1s recognised
as an assetf 15 wrtually certamn that reimbursement will be recarved and the amount of the receivahble can be measured rehably

Share based paymants

Prior to the Company s shares being histed on the London Stock Exchange on 24 March 2010 the Company issued share options to certain of the
Group s employees through the ESOP Subsequent to iis isting the Company has 1ssued share optiens to certain of the Group s employees under
the LTIP the RSP the DSBP and the ShareSAVE Plan

Shars opticns are treated as equity sattled if the Company has the ability to determine whether to sattle exercises in cash or by the 1ssue of
shares Share options are measured at fair value at the date of grant based on the Company s estimate of shares that will eventually vest and
adjusted for the effect of non marke1 based vesung condilons each penod The fair value of equity settled share based payments is charged to
ihe profit and loss account on a straight ine basts aver the vesung period with a cerresponding Increase in reserves subject to adjusiment for
ferfeited options

Share oplions are tredted as cash settled 1f tie terms of the scheme reguire or the Directors intend to seitle share oplions with a cash payment
Cash settled options are measured at far value at date of grant and subsequenily revalued at each period end For cash settied share based
payments a hability 1s recogmised for a proportion based on the vesting period of the far value as talculated at the balance sheet date
Movements in the provision are charged to the profil and loss account

The farr value of the options are measured by use of the Black Scholes option pncing model and Monte Carlo simulaton model

Pension costs
Pension costs represent contributions made by the Company to defined contribution pension schemes These are expensed as incurred
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37 Significant accounting policies continued

Taxation

Current tax including UK corporation tax and foreign tax 1s provided at amounts expected 16 be paid or recoverad using the tax rates and laws that
have been enacted or substantively enacted by the balance sheet date

Deferred taxation 1s provided in full on urming differences which result in an obhigaton a1 the balance sheet date 16 pay more tax or a right to pay
less tax at a future date at rates expected to apply when they crystallise based on 1ax rates and law Timing differences anse from the inclusion
of iterns of Income and expenditure In 1laxation computatons in penods different from those in which they are included in financial statements
Deferred tax assets are recogrnised to the extent that it 1s regarded as more likely than not that they will be recovered Deterred tax assets and
labikties are not discounted

Tangible fixed assots
Tangble fixed assets are siated at cost, net of depreciation and any prowision for impairment Depreciation 15 provided at rates calculated to write
off the cost less esumated residual value of each asset over its expected useful ife as follows

Computer systems 4 years straight ine

Investment in subsidiaries
Investments In subsidharies are stated at cost less prowision for impairment As permitted by Section 615 of the Companies Act 2006 shares
issued as consideration for acquisiion of a subsidiary already under common control are deemed to have bean 1ssued at their par value

Cash at bank and tn hand

Cash at bank and sn hand compnses cash in hand and bank deposits wath a term from incepuon of three months or less less bank overdrafts
where there 1s a nght to oifset Bank overdrafls are presented as current liabiliies to the extent that there 1s no nght 1o oifset with cash balances
in the same currency

Financial assets
Finangial assets of the Company are classified according to their nature and purpose which is determined at the tme of iniual recogmuon Al of
the financial assets held by the Company are classified as loans and receivables

Financial habiities and equity
Financial habihties and equity Instruments are classifiad according to tha substance of the contractual arrangements entered into All inancial
hahilites of the Company are classified as other financial labiliues’

Equity instruments
An equity iInstrument)s any contract that evidences a residual Interest in the assets of the Company after deducting all of 1ts habilities
Equity instruments 1ssued by the Company are recorded at the proceeds received net of direct Issue cosis

38 Dividends
Amounts recognised as distnbutions to equity hotders in the year are as follows

2041 2010

£ 000 £ 000

Tinal dwidend paid tor the peniod ended 31 December 2010 of 5 12 pence per share 8,776 -
Interim dmadend paid for the year ending 31 Decernber 2011 of 2 42 pence per share {2010 2 42 pence per share) 4,149 4127
Amounts recognised as distnbutions to equity holders in the year 12,925 4127

The Directors have not proposed a finat dividend for the year ended 31 Dacember 2011 Dunng 2011 the Directers propoesed a final divicdend for the
year ended 31 December 2010 of 5 12 pence per share which was not accrued as a l:ability as at 31 December 2010 1 accardance with |AS 8
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39 Tangible fixed assets

Camputer
systems
£ 000
Cost
At 1 January 2011 6
Additions -
At 31 December 2011 ]
Accumulated Depreciation
At 1 January 2011 1
Provided duning the year -
At 31 December 2011 1
Carrying amount
At 31 December 2010 5
At 31 Dacember 2011 5
40 Investment in subsidianes
z011 2010
£000 £ Q00
Cost and carrying value
Al 1 January 15321 -
Acquisinons 466 15 321
15,787 15 321

At 31 December

Acquisitions of £466 000 dunng the year relate 1o the exarcise of share options held by averseas employees which are treated as capital

contributions to tha employing subsidianies and therefore recagnised as investrments in subsidiary companies

In 2010 as part of the Group reconstruction the Company acguired 100% of the 1ssued share capital of CPP Group plc the previous holding
cormpany of the CPP group of companies The Company 1ssued 151 520 832 ordinary sharas to the then shareholders of CPP Group plcin
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40 Investment in subsidianes continued

Investments in Group entities at 31 December 2011 are as follows

Percentage
Coun ry of ot share
Incorparationfregisraton Class of shares held capual held
Investments n subsidiary undertakings held directly
CPP Group Plc England & Wales Crdinary Shares 100%
CPP Worldwide Holdings Limied England & Wales Ordinary Shares 100%
Investments in subsidiary undertakings held through an
intermediate subsichary
Airport Angel Limited England & Wales Qrdinary Shares 100%
Card Proiecton Plan Limneg England & Wales Ordinary Shares 100%
Concepis for Travel Limited England & Wales Qrdinary Shares 100%
CPP Assistance Lirmited England & Wales QOrdinary Shares 100%
CPP Assistance Services Limited England & Wales Ordinary Shares 100%
CPP Furopean Heldings Limited England & Wales Ordinary Shares 100%
CPP Group Finance Limited England & Weles Ordinary Shares 100%
CPP Holdings Luimited England & Wales Ordinary Shares 100%
CPP Insurance Administration Linmited England & Wales Ordinary Shares 100%
CPP International Holdings Limited England & Wales Crdinary Shares 100%
CPP Services Limited England & Wales Ordinary Shares 100%
Detalregion Limited England & Wales Ordinary Shares 100%
Grgen Suite Limited England & Wales Ordinary Shares 100%
Homecare Assistance Limited England & Wales Qrdinary Shares 100%
Homecare (Holdings) Limited England & Wales Ordinary Shares 100%
Homecare Insurance Limited England & Wales Ordinary Shares 100%
CPP Travel Seraces birnited England & Wales Ozdinary Shares 100%
I-Deal Promotiens Limited England & Wales Qrdinary Shares 51%
CPP Brasil Servicos de Assistencia Pessoal LTDA Brazl Ordinary Shares 100%
CPP Commerical Consulting Services {Shanghai) Co Limited China Ordinary Shares 100%
CPP France SA France Qrdinary Shares 100%
CPP Creating Profitable Partnerships GmbH Germany Ordinary Shares 100%
One Call GmbH Germany Ordinary Shares 100%
White Rock Limied Guernsey *
CPP Asia Limsted Hong Kong Ordinary Shares 100%
CPP Assistance Services Private Limited India Ordinary Shares 100%
Servicios de Asistencia a Tarjetahabienies CPP Mewce SdeRLdeCVY Mexico Qrdinary Shares 100%
Prolesionales en Proteccion Individual, Sde RLde C V Maxico Ordinary Shares 100%
CPP Mediacion Y Proteccion SL Spain Ordinary Shares 100%
CPP Proteccion Famihar SL Spain Qrdinary Shares 100%
CPP Proteccion Y Servicios de Asistencia SAU Spain Ordinary Shares 100%
CPP Responding to Life SL Spain Qrdinary Shares 100%
Key Line Auxihar SL Span QOrdinary Shares 100%
CPP Sigorta Araciik Hizmetlern Anonim Sirket) Turkey QOrdinary Shares 99 99%
CPP Yardim ve Destek Hizmetlen Anorim Strkati Turkey Qrdinary Shares 99 99%
CPP Direct LLC Uruted States QOrdinary Shares 100%
CFP Flonda LLC Unmited States Ordinary Shares 100%
CPP Insurance Agency LLC United States Ordinary Shares 100%
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40 Investment in subsidianes continued

CPP NA Holdings Inc United States QOrdinary Shares 100%
CPP North Amenca LLC United States Ordinsary Shares 100%
CPP Travel LLC United States Ordmary Shares 100%
CPP Warranties LLC United States Ordinary Shares 100%

Investmants in Jjoint venture undertakings held via an
intermediate subsidiary

Hame 3 Assistance Limited England & Wales Ordsnary Shares 49%

Quasrsubticery Protected Cell Corrpany

The principal actwity of all of the subsidianes Is to pravide services \n connection with the Group s major preduet streams

41 Debtors
201 2010
£'000 £ 000
Amounts due from Group entittes 58,532 41 680
Prepayments 69 33
Deferred tax asset 745 B94
Other debtors 131 12
59 477 42619

Amaunts receivable from Group entities are unsecured have no fixed date of repayment and bear interest at LIBOR plus a vanable margin

42 Deferred tax

Mavements \n deterred tax assets recogrused by the Company are as follows

Share based Share based

payments payments

2011 2010

£ 000 £ 000

A1 January 894 -
Transferred from other Group companies - 1140
Charged 1o profit and loss (149} [246)
At 31 December 745 894

Deterred 1ax assets are stated at the UK Corporation Tax rate of 25% expecied to apply on the forecast date of reversal based on tax laws
substantively enacted at 31 Dacember 2011

43 Creditors amounts falling due within one year

2011 2010

£000 £ 000

Trado croditors 140 176
Amounts payable to Group sntites 10,702 8 675
Accruals 1,286 1163
Other taxation and social security - 2]
12,128 10,023

Amounis payable lo Group companies are unsecured have no fixed date of repayment and suffer interest at a rate of LIBOR plus 2 vanable margin
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44 Provisions

Cash Cash
seitled settled
share Fi: share FSA
hased pssociat. based associated
costs Total payments costs Tatal
2011 20M 2011 2010 2010 2010
£000 £ 000 £000 £ 000 £ 000 £ 000
At 1 January 1,719 - 1,719 - - -
Transterrad from other Group entiies - - - 3169 - 3,169
Charged to the profit and loss accouni 72 2,109 2,181 343 - 343
FSA associated costs paid in the year - 827 {827) - - -
Repayment of Ipan notes (897} - 1897) (1793) - {1 793)
At 31 December 894 1,282 2,176 1719 - 1719

Cash settled shere based payments represent loan notes issued to employses of Group entiies Further detalls are provided in note 46

As a consequence of the IPO 50% of the loan notes fell due for repayment during 2000 25% fell due for repayment in 2011 and 25% will fall

duein 2012

During the year the FSA carned out an invesugation into certain UK sales of the Group s Card Protecucn and Identity Protection products as
described in the Directars Report on page 34 Provision for FSA associated costs comprises professional fees associated with the investgation

FSA assoclated cosis are antucipatad to be settled within one year of the balance shaet date

45 Share caprtal

20Mm 2010
Number 2011 Nurnber 2006
{Thousands) £ 000 {Thouszands) £ 000
Issued

AL 1 January 170 616 17 024 - -

Issue of shares
Incorporation of company - - 500 12
Group roorganisation - - 151 521 15152
Iritiad Public Offening - - 12 /66 1277
Exercise of share options 814 82 5829 583
At 31 December 171,430 12,106 170616 17 024

The Company was Incorparated in 2010 and 1ssued 500 000 ardinary shares on 11 February 2010 for consideravon of £12 000 In 2010 as part of
a group reconstruction the Company issued 151 520 832 10 pence ardinary shares to the shareholders of CPP Group Plc the previous halding
cempany of the Group n exchange for 100% of the issued share capital of CPP Group Ple without change to the identity or relative ights of the

ulumate shareholdars of CPP Group Ple

The IPQ olfering represented ¢ tngger everd for vesting of the Group s legacy 2005 and 2008 ESOP arrangements Dunng the year 813 77010
pence ordinary shares have been issued to opuon holders for 10tal considerauon of £1 081,000 Further details relaung 1o share optons are

prowided in note 48

Qi the 171 429 503 ordinary shares 1ssued at 31 December 2011, 170 829 504 are fully paid and 488,999 are partly paid
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46 Reserves

Share based Profu
Share prernium payment and loss
account reserve reserve Total
£ Q00 £ 000 E 000 £ 000
At 1 January 2011 32 301 2973 4 862 40136
Protit for the year - - 23543 23,543
Drndends pad — - 12,825) {12,925)
Equity settled share based payment charge - 2,007 - 2,007
Exercise of share optons 999 - - 999
At 31 December 2011 33,300 4,980 15,480 53,760
47 Reconcihation of movement in equity shareholders’ funds
20 2010
£ 000 £ 000

Profii for the year 23,543 8,989
Dividends pad {12 925) 127
Equity settled share hased payment charge 2,007 2973
Exermse of share options 1,081 8,574
Inimal purchase cifenng - 25,587
Other sharas 1ssued - 15164
Movement (n equity sharaholders’ funds 13,706 57 160
Equity shareholders funds at 1 January 57,160 -
Equity shareholders’ funds at 31 December 70,866 57 160

48 Share based payment
Legacy schemes

lLegacy schemes comprise the 2005 and the 2008 ESOP Schemes including the related loan notes (see note 44) which had been implemented
In previous years to incentivise certain employees Details of options outstanding hald by the Company s employees under thase schemes

are as follows

2011 200G

Weighted Weighted
averaga average
Number of axercisa Number of exercise
share options prica sharg gplions price
{Thousands) £ (Thousands) £

2005 ESOP Scheme
Qutstanding at 1 January 2,253 184 - -
Rolled over during the year/penod’ - - 3,881 1 80
Forfeited in the vear/perod {16) 0 82 — -
Exergisad during the year/period {299) 112 11,628) 174
Transferred in from other Group companies 435 228 - -
Qutstanding at 31 December 2,373 202 2253 i
Exercisable at 31 December 633 205 18 082

1 As part of tre 2016 Group reconstrucion each option over 1 share of CPP Group plc was rofled over into an cption over 36 sharas in the Comeany walh saqunialent terms 1o The option

1t replaced
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48 Share based payment continued

2011 2010
Werghted Weighted
average average
Number of exercise Numker of exercise
share options price share opuons pnce
{Thousands) £ {Thousands) £
2008 ESOP Scheme

Outstanding at 1 January 3,216 179 - -
Rolled over during the year/peniod' - - 5052 1860
Forfeited (n the year/pencd (116) 179 {100) 179
Exeraised dunng the year/pernod (162) 179 (1 736} 122
Transferred in from other Group companies B4 179 - -
Outstanding at 31 December 3,022 179 3 216 179
Exercisable at 31 December 2,356 179 76 179

1 As part of tha 2010 Group reconst uction aach option over 1 share of CPP Group plc was rolled over into an optian over 16 sharas in the Company with aquivalent tarms ta the opuion

It replaced

The I1PQ during 2010 represented a trigges event for the 2005 and 2008 ESOP Schemes On the date of the IPO 50% of the oplions outstanding
vested with 25% vesting in 2011 and 25% n 2012 Options lapse If not exercised within tan years of onginal grant and rmay lapse It the employee
leaves the Group

The options outstanding at 31 December 2011 had a wesghted average remawning contractual ife of mil years (2010 one year) in the 2008 Scheme
and nil years (2010 one year) in the 2005 Scheme

The weighted average share prce at the dates of exercise during the year was £2 81 {2010 £2 44)

Post IPQ plans
Options have been granted by the Company to Group employees during the penod under the LTIP RSP and DSBP to incentvise ceran
employees UK based Group employees have been invited to participate in the ShareSAVE Plan duning the year

Details of share options outstanding dunng the year held by the Coempany s empleyees under the plans are as follows

20m 2010
Weighted Weighted
pverage average
Number of EXErcise Nurnter of exercise
share options price share options prce
(Thousands} £ (Thousands) £
LTIP
Outstanding at 1 January 848 - - -
Granted during the year 1,373 - 900 -
Forfernted dunng the yvear {120) - {52} -
Trensferred i from other Group companies 51 - - -
Outstanding at 31 December 2,152 - 848 -
RSP
Qutstanding at 1 lanuary 45 - - -
Granted durning the year 45 - 45 -
Forfeited durng the year {18} - - -
Qutstanding at 31 December 72 - 45 -
DSBP .
Quistanding at 1 January - - - -
Grantied duning the year 46 - - -
Qutstanding at 31 December 46 - - -
ShareSAVE Plan
Quistanding at 1 January 57 198 - -
Granted dunng the year 105 125 57 198
Fartfened / cancelled during the year {48) 1988 - -

Outstanding at 31 Decemnber 114 1T 57 198
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48 Share based payment continued

Nil-cost options and conditional shares granied dunng the year under the LTIP normally vest after three years lapse i not exescised within
ten years of grant and may lapsa f option holders cease to be employed by the Group Vesting of LTIP options and shares are also subjact
to achievemnent of performance cntena including earmings per share growth and total shareholder return over a three year penod

Nii-cost options and conditional shares granted durnng the year under the RSP normally vest after three years lapse if not exercised within
ten years of grant and may lapse f option holders cease to be employed by the Group

Nil-cost options and conditional shares granted dunng the year under the DSBP normally vest aftar three years lapse if not exercised within ten
years of grant and may lapse if option holders cease to be employed by the Group The DSBP s a schieme to retain and further ncentivise senior
mandgement by awarding a portion of their annudl bonus in the form of share options

Opuans granted during the year under the ShareSAVE Plan entitle option holders ta contnbute up to £250 per month At the vesung date of either
three or five years option holders choose between return of thair contnbutions i cash or purchase of shares at a discount 1o the market price on
the date of grant OQptions normally lapse and cash deposited (s returnad to option helders who cease to be employed by the Group dunng the
vesung perod

The options outstanding at 31 Decernber 2011 had a weighied average remaining contractual ife of two years (2010 two years) in the LTIP
two years (2010 two years) in the RSP two years in the DSBP (2010 n/a) and three years (2010 four years) in the ShareSAVE Plan

The princpal assumplons underlying the valuatton of the options granted dunng the year at the date of grant are as follows

ShareSAVE LTIP RSP DSBP

201 2010 2011 2010 20M 2010 2011 2010
Waeighted average share price £133 £2 68 €2 08 £2 62 £2 70 £2 62 £3 00 n/a
Waeightod average exercise prce £125 £198 £ml il £l Crul £m) n/a
Expected volatihty 3575% 33 49% 36 88% 3367% nfa nfa n/a nfa
Expected life 3 years 3 years 3 years 3 years 3 years 3 years 3 years nja
Risk free rate 115% 1 45% 145% 194% nia n/a n/a n/a
Dmadend yield 5 68% 328% n/a n/a n/a nfa n/a nfa

The aggregate esumated fair valus of the options and shares granted under the LTIP RSP, DSBP and ShareSAVE 15 £2 837 000
(2010 £2 306 000)

Expected volatiity was determined by calculating the histoneal volaubty of comparable quoted comparwes share prices
49 Related parties and control

Certain bank loans taken out by Group entities are secured agamst the assets of the Company The 1otal amount cutstanding on these loans at
31 Decermber 2011 ameunted to £43 500 00O (2010 £28 000 000)

The Company has 1aken the exempuon avalable under FRS 8 ' Related Party Transactions not to disclose transactions with subsidianes all
of whose shares are held within the Group

The Company s ulumate controlling party 15 set out In note 35 to the conschidated financia! statements Emotuments of the Company s Directors
are set out In the Remuneration Report on pages 44 to 50
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CPP OFFICE ADDRESSES

Global Headquarters
CPPGroup Plc

Holgate Park

York

Y026 4GA

United Kingdom

Tel +44 (01904 544800
Fax +44{0)1904 544533
www cppgroupplc com

Northern Europe
York Contact Centre
Holgate Park

York

YO26 1GA

Tel +44 {01904 544500
Fax +44 (011904 544933

Tamuwvorth Contact Centre
Centunion Court
Centurnion Way

Watling Street

Wilnecote

Tarnworth

Staftfordshire

B77 5PN

United Kingdom

Tel +44 (0)1827 725023
Fax +44 (001827 725030

Chesterfield Contact Centre
Future Walk

Woest Bars

Chesterfield

S49 1PF

United Kingdorn

Tel +44{0)1246 648110

Fax +44 (011246 648197

CPP Travel Services Lirnited
Nelson House

Park Road

Timperley

Altrincham

Cheshire

WA14 582

Urited Kingdoem

Tel +44 (01161 8771112

Fax +44 (01161 8778157

I-Deal Promotions Limited
5 Progress House

17 Cecil Road

Hale

WA13 ONZ

Tel +44 (0)161 9298844

CPP Ireland

1st Floor

Plaza 212 Sute 6
Blanchardstown Corporate Park
Dublin 15

Tet +353 (0)1 8§99 1711

CPP Germany

Grofia Elbstraite 39
22767 Hamburg
Germany

Tel +49407699670
Fax +49 40 76 9967 1311

CPP Turkey

Degirmen Sokak MNida Kute Plaza
Kat 10 Ofis 19 A

34742 Kozyata'g)

Istanbul

Turkey

Tel +90 216 565 25 25

Fax +90 2166652524

Southern Europe
CPP Spain

Parque Empresanal Alvento
Via de los Poblados 1

Edif B 2% Planta

28033 Madrid

Spain

Tel +34 9117211600

Fax +3491 1211816

GPP ltaly

Centro Direzionale Collegn
Via Paracelso 22 — 5° Piano
20041 Agrate Brianza
Milan

Italy

Tel +35 039657801

Fax +339 0396894 293

CPP France

120 rug Jean Jaurés
92300 Levallais Perret
France

Tel +33 1473056 20
Fax +33 147305628

CPP Partugal

Avenida da biberdade 40-7°
1269-041 Lisbon

Portugal

Tel +351 213 241 730

Fax +351 213 479 688

CPP Mexico

Guillermao Gonzalez Camarcna
No 1000 Piso 1

Centro Ciudad Santa fe
Mexico DF C P 05120

Tel +55 8000-3147

Fax +5% 8000-3148

CPP Braz:l

Alameda Mamore
98%-10" Floor
06454-04C Alphaville
Baruen

S&o Paulo

Brazil

Tel +55 11 4689 5757
Fax +55 114208 2942

North America

CPP North America

5100 Gamble Crive Sunte 600
St Lous Park

MN 55416

USA

Tel +1 952 541 5800

Fax +1 852 5415973

Asia Pacific

CPP Hong Kong

14/F Chung Nam Bulding
1 Lockhart Roag
Wanchal

Hong Kong

Tel +852 3653 5000

Fax +852 36563 0050

CPP Singapore

77 High Street

#10-09 High Street Plaza
Singapore 178433

Tel +65 6333 6986

Fax +65 6333 8837

CPP Malaysia

Suite 1618 Level 16

1 Sentral Jalan Stesen
Sentral §

50470 Kuala Lumpur
Malaysia

Tel +603 2168 5600
Fax +603 2168 5799

CPP India

114-117 Bestech Chambers
Radisson Blu Suites
Sushant Lok B Block
Gurgaon ~ 122008

Haryana

india

Tel +91 1244 093900

Fax +911244 041004

CPP China

CPP Commercial Consulting Services
[Shangha} Cao Lid

Reom 53t 5/F Standard Chartered Tower
No 201 Ship Avenue

Lupazul Pudong

Shangha 200120

Tel +86 21 6182 6783

Fax +86 21 6182 6752
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management af the world s forests Forest
certification s combined wath a systern of product
labelling that allows consumars to readity idenufy
umberbased products from certfied forests
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