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Towergate overview - structure as at 31 March 20

At the heart of the Towergate family’ is Towergate Partnership -
originally founded in 1997, and now Europe’s largest independently
owned insurance intermediary.
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Towergate Partnership has six main areas of
operation: Broking, Underwriting, Networks
for independent brokers, Towergate Financial

Services, Paymentshield, and PowerPlace.

Towergate’s Broking Division has our
customers’ needs at the heart of everything it
does. Over many years our brokers have built
long-term relationships based on integrity and
openness. Key to our success has been local
service and specialist expertise for our chosen
communities and access to excellent advice,
risk management, and a suite of leading

insurance products.

Both small and large customers benefit

from working with trusted and experienced
brokers who not only fully understand their
issues and concerns, but have the industry
relationships to fight their corner. Our retail
broking businesses either select from the
leading underwriting products and facilities
available from Towergate Underwriting or use
alternative insurer markets according to the

best interests of the client.

Our Underwriting Division comprises a wide
range of specialist businesses, each of which

is focused on a particular industry or market
sector. As 'virtual insurers’ our businesses
carry out many or all of the functions of an
insurance company such as assessing and
underwriting risks, administering the policies

and handling claims and renewals.

This undenwriting service is offered to both
Towergate-owned brokers and thousands of
non-Towergate brokers across the UK, all of
whom benefit from the fact that we are in greater
control of the service levels brokers receive and we

set high standards across the board.

Our Network Division provides independent
brokers with a range of services and facilities

to enhance their efficiency, competitiveness,
and profitability. This may simply mean access
to leading insurance products, or full business

support from regulatory compliance to marketing.

At the core of the network division is

Broker Network who were pioneers in the
mid 1990s and have long been the leading
general insurance network. In addition,
Countrywide provides members with access to

advantageous products and other support.

Towergate Financial has already grown into
one of the leading financial advisor businesses
in the UK since its inception in 2008, and
provides independent financial advice to high
net worth customers and SMEs. In 2010, they
acquired John Charcol, UK’s leading brand in

the mortgage broking market.

Paymentshield is the UK’s leading supplier

of general insurance products through the

UK financial intermediary market working
closely with underwriters to provide simple and
competitive policies. Products include mortgage
payment protection, buildings and contents and

landlord’s insurance.

Networks Powerplace

@ Broker Network

countrywide®

Powerplace is a revolutionary way of doing
business for brokers with commercial clients.
It is an electronic marketplace for insurance
brokers that enables access to a wide range
of leading products via a simple entry of data
to receive quotes, raise documentation, and
(for Open Gl users) populate their back-office
systems automatically. This not only saves on
a high level of re-keying of information and
inefficiency for which the industry is known,
but it also helps eliminate errors. PowerPlace
now has most major insurers committed to
distributing products through this channel,
and approaching 1,000 brokers using it to

access quotes and policies.

In addition, we have companies related by
common shareholders, most notably

Open International and Cullum Capital
Ventures (CCV). Open International
incorporates Open Gl and Ml Ltd, and is the
UK and Ireland’s largest supplier of insurance
systems and software to the broking industry
with a presence in around 2,000 commercial
and personal lines broking sites and approx
40% of the market.

CCV has grown quickly since its launch

in 2006 to become one of the largest
independent UK insurance brokers with over
30 offices and a premium throughput in

excess of £230m.

POWERPLACE (1)
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Overview

Since Towergate was launched into the
insurance market in 1997 with the creation
of Towergate Underwriting, we have grown
into the UK's pre-eminent insurance provider.
We now offer customers the widest range

of general and specialist products in the UK
market. We also have leading positions in our

main chosen fields.

Towergate is an entrepreneurial company led

by people with a reputation for talent and flair;
and within a federal structure that enables ‘local’
decision making. With 4,000 committed staff
based across more than 100 UK offices, we are
well positioned to provide a local and personal

service in virtually every corner of the UK.

Retail Broking business locations:

Aberdeen

Banff
Berwick-upon-Tweed
Birmingham
Bristol

Buckie

Bury St Edmunds
Byfleet
Cheltenham
Colchester
Didcot

Driffield
Dumfries

Elgin

Falmouth
Fareham
Galashiels
Glasgow

Great Yarmouth

Harpenden

Hemel Hempstead
Henley-on-Thames
Hinckley

Hull

Inverness
Jedburgh
Kettering
Kirkcaldy
Lancaster

Leeds

Leicester
Leominster
London
Maidstone
Manchester
Milton Keynes
Newcastle
Newquay

Northampton
Nottingham
Oxted

Perth

Poole

Romford
Sevenoaks
Shrewsbury
Southgate
Stevenage
Stirling
Stockton-on-Tees
Stoke on Trent
Sutton Coldfield
Taunton

Telford

Warwick
Whitstable
Wokingham

Guildford Newton Abbot Worcester

Towergate Partnership Halfx New Malden
business locations

Specialist Niche Broking businesses include:

Agriculture Insurance for mortgage brokers
and their clients

Marine

Medical professions
Military

Photography
Professional Indemnity
London Market

Travel

Truck & road haulage

Archaeology

Aviation

Caravans & park homes

Care and nursing homes
Cherished cars

Consultants & therapists
Education

Entertainment

Federation of Small Businesses

Specialist Underwriting Areas

Agriculture Let Property

Cherished Cars Liability & Construction
Commercial Property Owners Marine

Commercial Combined & Package Motor

Entertainment PA & Travel

Fusion — Commercial (SME) Professional Indemnity
Fusion — Marine Cargo Transit & Cargo
Household Transportation

Holiday Homes Travel

Towergate Financial

North South East West Scotland

. Towergate Financial Leeds London Grantham Warwick  Edinburgh
Huddersfield Maidstone  Nottingham Glasgow

Towergate Risk Solutions
Towergate Underwriting . Powerplace
O Central Support

Stockport
Broker Network

Paymentshield



08 Our people

We are proud of our growth and performance, but we are especially proud of
our heart and soul - our people. What's more, their fundraising has increased
to such a scale that we established the Towergate Charitable Foundation.

Make Money, Have Fun, Do Good is the as the amount we raised, and we are very
corporate motto. The three are often proud of all those who jumped, ran, cycled,
connected but a key influence on our climbed, baked, washed cars or shook buckets.

culture comes from our focus on charity and

) The majority of fundraising is directed through
community support. Thanks to our people,

. the Towergate Charitable Foundation, to
customers and partners, Towergate raised

- " channel funds raised effectively to our chosen
over £1.2 million for our partner charities and

, , causes. Wherever possible, we like to know
other worthy causes in 2010. Our employees

. : : ) that the money raised is being put to tangible
enthusiasm and effort was just as impressive Y J E

use and we were especially impressed by work

we have funded, including:




We once again increased our investment in
people development and the Towergate Business
School continued to set the industry standard
with the help of partners including Ashridge and
Chartered Insurance Institute (Cll). Our Business
School gives every one of our colleagues a

chance to help reach their potential.

One of the highlights of the year was
undoubtedly becoming the first company to

be awarded Cll Chartered Insurer status for an

entire underwriting company. The criteria is
strict and we are proud that the quality and
qualifications of our people were considered
to be industry leading. In addition, we remain
the world’s largest Chartered Insurance Broker
and we have signed up to Cll's Aldermanbury
Declaration which seeks to further advance

standards and professionalism in insurance.

We believe that we are ‘the place to be’ in our

industry, and we intend to keep it that way.
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EXBCUtiVB team as at 31 December 2010

1 2. 3 4.
b b. 1. 8
9 10. 11.




EXBCUtiVB team as at 31 December 2010 11

1. Peter Cullum, CBE, PhD, MBA, FCIl, ACIM
Executive Chairman

Peter began his insurance career in 1969 with
the Royal Insurance Group and progressed to
sales and marketing positions within Commercial
Union and ITT London and Edinburgh where he
became marketing director in 1988. In 1991,
Peter joined Economic Insurance and led their
return to profitability in 1993. In December
1993, Peter led the management buyout of the
Economic that was sold in 1996 to Hiscox plc. He
joined Hiscox as group marketing director, a role
he held until he left in 1997 to create Towergate
Underwriting Group.

2. Andy Homer, FCIl
Group Chief Executive Officer

Andy was appointed Chief Executive Officer

of Towergate Partnership in 2005. He joined
Towergate in 2002 as Chief Executive Officer
of the Folgate Partnership. Andy has worked in
the insurance business since 1971. His career
includes appointments as General Manager of
Commercial Union UK (now part of Aviva) and
CEO of Axa Insurance UK. Between 1998 and
2001 he was Chairman of the Motor Insurance
Bureau and was President of the Chartered
Insurance Institute in 2002/3.

3. Max Carruthers, BSc, ACII
Group Operations Director

Max was appointed as Group Operations Director
in 2005. He is a computer science graduate

and started his career as a loss adjuster. He

has subsequently held a variety of senior roles
within the insurance industry. He was Deputy
Managing Director at Economic Insurance until
Hiscox bought the firm in 1996. He then became
Managing Director of Hiscox Insurance. In 1998,
Max was appointed Chief Executive of Eastgate
Assistance. He became Joint Chief Executive of
Rubicon Corporation in 2001.

4. Tim Johnson, MBA, BSc (Hons), ACII,
Chartered Insurance Broker
Chief Executive Officer, Paymentshield

Tim began his insurance career with Royal
Insurance, before moving into the broking
arena with Aon in 1994. Following periods in
the Corporate and Sports and Events divisions
he took up the post of CEO of Aon'’s Affinity
and SME business. He joined Towergate
Underwriting as CEO in 2003, and was
involved in a number of acquisitions which
saw the business grow rapidly. On the merger
of Towergate and Folgate in 2005, Johnson
formulated a plan for a new business, Cullum
Capital Ventures (CCV), with Peter Cullum. Tim
was CEO of CCV until 2009 when he took over
as CEO of Paymentshield.

5. Clive Nathan, BA, ACII
Chief Executive Officer, Underwriting

Clive Nathan was appointed as Chief Executive
Officer Underwriting in 2006. Clive began his career
in 1987 as a graduate entrant with Commercial
Union. His roles with CU included Marketing

Executive, Development Manager and National
Broker Manager. Clive joined AXA in 1999 as
National Broker Director and was involved in

the acquisition of GRE which resulted in him
becoming Regional Director. He joined Towergate
in 2003 as Regional Managing Director and was
promoted to Divisional Managing Director with
responsibility for both Retail and Underwriting
businesses in 2005. Clive is a member of the ClI
Undenwriting Faculty and a mentor to the CIl New
Generation Claims Group.

6. lan Patrick, BA, CA
Group Finance Director

lan was appointed Group Finance Director

of Towergate in 2006. lan trained as a
chartered accountant with BDO Binder
Hamlyn qualifying in 1991. He has since held a
number of senior finance positions with Croft
Oil & Gas Plc and Mitsui Bussan Commodities
before joining Highway Insurance Holdings plc
in 1999 and becoming Group Finance Director
in 2002. Following the successful turnaround
of the business lan was promoted to Group
Finance & Operations Director in 2005.

7. Tim Philip, B.Comm. ACA
Finance Director

Tim joined The Folgate Partnership as Group
Finance Director at the time of Folgate’s launch in
2002 and became Finance Director of Towergate
when the two groups merged in 2005. He joined
Coopers and Lybrand in 1985 spending six years
with Coopers in Australia, before transferring to
the UK in January 1991. In 1999 Tim joined Heath
Group and in 2000 he joined Benfield Group as
Finance Director of a newly formed subsidiary
company. Tim is a qualified chartered accountant.

8. Jonathan Walker
Chief Executive Officer, Retail Broking

Jonathan was appointed as CEO - Retail Broking
Division in December 2010. Prior to this, he was
both Managing Director and Chief Operating
Officer of the Division having been promoted
from Regional Managing Director. He began his
career in the travel industry before entering into
insurance in 1999. Before joining Towergate in
June 2006, he held various senior roles at bgl
Group where he worked for seven years, latterly
as MD in Fusion Contact Centre Services.

Towergate Partnership
non-executive team:

9. Paul Dyer, BA, ACII
Non-executive Director

Paul was one of the founders who created
Towergate in 1997. He started his career
with Royal Insurance before moving to TSB
with responsibilities for non-life insurance
development. In 1983, he became marketing
manager for ITT London & Edinburgh. In 1992
he joined Economic Insurance and was part
of the management buyout team, leaving
Hiscox to create Towergate. Paul was Group
Communications Director before becoming a
non-executive director in 2005.

10. Andrew Land, LLB, MBA
Non-executive Director

Andrew was appointed as a non-executive
Director of Towergate in 2009. He is a
Managing Director of Och-Ziff Capital
Management in the European Private
Investments team, focusing on European
private debt and equity investments. Prior
to joining Och-Ziff in 2005, Andrew spent
six years at DLJ Merchant Banking Partners,
where he was a Principal, and four years in
the European Investment Banking Group of
Credit Suisse First Boston, both in London.
He is currently a director of Peacocks Group
and Nautilus Holdings and was previously

a director of Grifols SA and Palladian
Investments. Andrew graduated from
Edinburgh University with an LLB (Hons) in
Law and holds an MBA from INSEAD.

11. Matthew Popoli
Non-executive Director

Matthew was appointed as a non-executive
Director of Towergate in 2009. He is a
Managing Director at Reservoir Capital
Group, a privately owned investment firm
based in New York and a senior member

of their investment team. Prior to joining
Reservoir, he was a Principal of leading
private equity specialists, Capital Z Partners.
He began his career as an investment banker
at Morgan Stanley. Matthew is also Chairman
of AmeriLife Group, one of the largest life
and health insurance groups in the U.S. and
a director of MLF Financial Holdings. He

has also been active in setting up several
successful investment firms. He has a B.A. in
Economics from Amherst College.

12. Tony Proverbs, FCII
Non-executive Director

Tony was part of the team who created
Towergate in 1997. He began his career with
Guardian Royal Exchange and Black Sea

and Baltic, where he held a variety of senior
sales roles. In 1985, he moved to Economic
Insurance to focus on scheme development.
Tony subsequently became Sales Director of
Hiscox before joining the management team
of Towergate from its inception.

13. Mel Sims, LL.B (Hons) Law
Non-executive Director

Mel was appointed as a non-executive
Director of Towergate in 1999. He is

a private equity corporate lawyer at

DLA Piper specialising in mergers and
acquisitions and has particular experience
in the insurance sector. He has been
involved in the establishment and
development of insurance brokers and
third party administrators to the insurance
industry including Towergate Partnership
Limited and Folgate Partnership Limited.



12 Operating and Financial Review

The challenging trading environment continued through 2010 with the economy impacting many of our clients, reduced investment income
and low premium rates. Despite this backdrop Towergate produced a very satisfactory performance. Income was up 12% at £360m. The net
commission and fees margin was up 1.3% at 21.2%. We maintained careful control of our expenses and this aided the growth in EBITDA.
EBITDA was up 18% at £138.8m despite further reductions in investment income caused by the current low sterling interest rate environment.
EBITDA margin rose by 2.6% to 38.5%.

Towergate acquired Paymentshield in June 2009 and these results reflect the first full year of contribution. These results demonstrate the strong

resilience of our business model and innovation across the group.

2010 2009
fm fm
Turnover
Commission and fees 360.0 321.0
Investment income 1.0 2.3
361.0 3233
Administrative Expenses
Management and staff costs (156.4) (144.2)
Premises and other costs (65.8) (61.4)
(222.2) (205.6)
EBITDA (1) 138.8 17.7
(1) Earnings before interest, tax, depreciation, amortisation, directors’ bonuses and other non-operating costs.
Analysed by division as follows: 2010 2009
fm fm
Retail broking 63.4 63.1
Underwriting agencies 32.9 32.6
Mortgage broking solutions 45.2 22.7
Network 9.7 8.1
Other (12.4) (8.8)
138.8 17.7

We have continued to put considerable emphasis on organic growth and saw great results in 2010 in all our business areas. Our retail division
welcomed a number of new affinities and launched an innovative partnership with Compare the Market to service their SME customers. The
underwriting division saw very strong growth with both its electronically traded and niche products. Broker Network welcomed 55 new

members representing GWP of £80m during the year.

The key indicators against which we measure our performance are set out in the table below.

2010 2009
Net commission and fees / GWP (2) 21.2% 19.9%
Staff costs / net commission and fees 48.9% 50.2%
EBITDA / Income 38.5% 35.9%
EBITDA / GWP (2) 8.6% 6.3%

(2) Ratios to GWP are stated excluding network business.
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Reconciliation to Statutory Accounts

The table below reconciles the EBITDA result to loss on ordinary activities before tax as set out in the accounts. The non cash items of
depreciation and goodwill amortisation were up £9.1m at £67.3m following the Paymentshield acquisition. The loss on ordinary activities

before tax was reduced to £0.8m.

2010 2009

fm fm

EBITDA 138.8 117.7
Depreciation 14.1) (13.7)
Goodwill amortisation (53.2) (44.5)
Other non-operating costs 11.7) (19.8)
Interest payable and similar charges (58.9) (53.0)
Finance costs on preference shares - -
Executive bonus costs 1.7) 1.7)
(125.5) (119.0)

Loss on ordinary activities before tax (0.8) (15.0)

Note: Other non-operating costs comprise (a) bank and other fees connected with refinancing and transactions (b) office restructure costs (c) provisions required
by Application Note G of FRS5. (d) charge for provisions required by FRS20 relating to long term incentive plans.

Post Balance Sheet Event

A series of transactions were completed on 11 February 2011, which saw all of the Group’s existing debt refinanced and its preference
shares redeemed. The new capital structure puts in place the foundations and funding for our next stage of growth as we look ahead to our
planned IPO. The elements were as follows:

e A £200m equity investment from funds managed by Advent International, a global private equity firm.

e The issue of a £230m 8.5% Senior Secured Note due 2018 and a £290m 10.5% Senior Note due 2019.

e A new £410m Senior debt facility led by Lloyds Bank Corporate Markets — including an acquisition facility of which £80m

remains undrawn and an undrawn revolving credit facility of £10m.
¢ The acquisition of Powerplace, the leading electronic marketplace for placing commercial lines insurance.
¢ The acquisition of Countrywide — the largest provider of network services to independent insurance brokers in the UK.

We appreciate the vote of confidence in our business and in our model that these investments imply.

Financial Strength

For all our stakeholders, including clients (direct and brokers), insurers, banks, FSA (Financial Services Authority), employees and shareholders,
the financial strength of Towergate is of particular importance.

The Group has a strong balance sheet funded by a combination of equity and debt and further strengthened by its new capital structure put
in place in February 2011. Total equity at 31 December 2010 was £242m.

Our principal FSA regulated entity, Towergate Underwriting Group Limited (TUGL), has seen its net assets grow to £481 million during 2010.
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Operating and Financial Review

Cash Flow

The Group’s cash flows were robust in 2010 as most of our operating profits convert into cash. In 2010 our EBITDA of £138.8 million was
over 2.3 times interest payable. This substantial cash flow is reinvested in the business both by way of acquisitions and developing our
people and systems for the future. During 2010 the group used £56.8 million of the cash generated to make repayments of part of the

Group's debt facilities, further reducing the interest cost.
Debt Facilities
As reported above the Group took advantage of much improved conditions in the loan and bond markets to put in place new debt facilities

in February 2011. These replaced all of the loan facilities in existence at the balance sheet date. The loan maturities have been deferred with

no significant repayments due until 2017.

Risks and Uncertainties

The Group has an embedded risk management culture which endeavours to identify and manage all business risks. These are documented
in the Group risk register which is considered by the Risk and Compliance Committee and the Board on a quarterly basis. The principal risks

to the Group and their mitigation are discussed below.

Market

The insurance market is cyclical and the rates charged for cover may rise or fall through the cycle. An extended period of flat or falling rates
may impact the Group’s income. The Group mitigates this risk by having a very wide range of insurance products distributed through a

number of different channels.

Underwriting Capacity

The Group is reliant on insurers providing underwriting capacity and products. A withdrawal of capacity and products may impact the
Group’s income. The Group manages this risk by maintaining a close relationship with a number of different insurance partners. The Group

has a long track record of generating profitable returns for its insurers from underwriting and broking activities.

Recruitment and retention of talent

Our people are our most important asset. An important aspect of our competitiveness is our ability to attract and retain high quality people.
We believe that our owner-manager culture, competitive remuneration packages and offer to all employees of a share in the value of

Towergate provides the necessary tools to enable us to attract and retain key staff.

Regulatory environment

Towergate’s insurance intermediary activities are regulated by the Financial Services Authority (FSA). Changes to regulations, interpretations
of existing regulations or failure to obtain required regulatory approvals could restrict our ability to operate. We maintain a strong
relationship with the FSA and participate in early consultations to ensure that we are proactive in responding to changes in regulations. The

Group compliance function exists to ensure that all relevant regulations are complied with.

Financial

In common with its peers the Group uses long-term debt as a core element of its capital structure. If the availability of debt were reduced
this could have a significant impact on the trading of the Group. The Group manages this risk by maintaining a close relationship with a
number of different debt providers. The Group refinanced all of its loan facilities in February 2011 as a result of which the earliest debt
maturities have been extended to 2017 and loan amortisation has reduced. The Group is exposed to interest rate risk arising from its
banking facilities which it monitors closely and manages through the use of derivatives. As almost all of the Group’s trading is transacted in

sterling the Group has negligible foreign exchange exposure.
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Environment and community

Towergate is committed to being environmentally responsible in all areas of its trading. With over 100 offices in the UK this requires a flexible
approach. Examples of our numerous environmental initiatives include: the recycling of paper, glass, cans, plastics and electrical equipment
where possible; double-sided printing and copying equipment has been provided across all areas of the business; buying recycled products;
reduced energy consumption through investment in energy efficient equipment and lighting and ensuring it is switched off when not in use;
where Towergate can influence the design of new buildings, encouraging landlords to build to the highest practical environmental standards;
reduction in travelling through use of video conferencing technologies; and the introduction of green travel policies such as car sharing and

walk/cycle to work initiatives.

Towergate continues to support community programmes that are appropriate to the business and that contribute to society. The Group’s annual
charity contributions amounted to £238,075 in 2010 (2009: £234,642). In total, Towergate funded and promoted activity that raised £1.208m

(2009: £1.081m) for charitable causes. Of this, Towergate employees raised £500,571 through fund-raising in their local communities.

The majority of these funds were channelled through the Towergate Charitable Foundation, which is a registered charity. The Foundation
supports four principal charity partners: Great Ormond Street Hospital, NSPCC / ChildLine, Help the Hospices, and Cancer Research. In
addition, we support selected armed forces charities which represent the communities connected to our military insurance business, and
other charities related to the activities of our Foundation partners — local hospices, for example. Our policy, wherever possible, is to identify

specific uses of funds raised so that those contributing can be sure that they are put to good use.

lan Patrick

Group Finance Director

Towergate Partnership Towergate Partnership Towergate Partnership
Gross Written Premium Total Income Total Earnings (EBITDA)
fmillion fmillion £million
140
130
400
2000 350 120
300 100
1500
250 80
200
1000 60
150
40
500 100
50 20




16 Director’s Report

The directors present their annual report and the audited financial statements for the year ended 31 December 2010.

Principal activities

The consolidated profit and loss account for the year is set out on page 19. The principal activity of the Group is insurance broking,
underwriting, mortgage broking solutions and the provision of insurance network services. Reviews of the trading activities of the Group and
the financial performance during the year are set out in the report from the Chairman and the Operating and Finance Review earlier in these

financial statements.

Dividends
The directors have proposed a dividend of £nil to equity shareholders (2009: £nil).

Directors

The directors who held office during the year were as follows:

PG Cullum KJ Wallace (non-executive) (resigned 24 May 2010)
AC Homer PF Dyer (non-executive) (resigned 11 February 2011)
IWJ Patrick A Land (non-executive) (resigned 11 February 2011)
MSJ Sims (non-executive) M Popoli (non-executive) (resigned 11 February 2011)

DWW Torrance (non-executive) (resigned 11 February 2010) A Proverbs (non-executive) (appointed 24 May 2010, resigned 11 February 2011)
All directors benefit from qualifying third party indemnity provisions in place during the financial year and at the date of this report.
Details of movements in share capital are set out in notes 18 and 19.

Employees
The Group actively encourages all employees to become involved in Group affairs. This is achieved through regular staff meetings and
presentations by the directors. Employees are regarded as being key to the Group’s success, so an appropriate remuneration package is offered

which rewards an individual's performance.

The Group’s policy is to recruit disabled workers for those vacancies that they are able to fill. Once employed, a career plan is developed to
ensure that suitable opportunities exist for each disabled person. Employees who become disabled during their working life will be retrained
in employment wherever possible and will be given help with any necessary rehabilitation and training. The Group is prepared to modify

procedures or equipment, wherever practicable, so that full use can be made of an individual’s abilities.

Creditor policies
It is the Group’s policy that payments to suppliers are made in accordance with those terms and conditions agreed between the company and its

suppliers, provided that all trading terms and conditions have been complied with.

Political and charitable contributions
The Group made no political contributions during the year. Donations to UK charities amounted to £238,075 (2009: £234,642). In addition,
Towergate funded and promoted activity that raised £1.208m for charitable causes (2009: £1.081m).

Disclosure of information to auditors

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

as a directors to make themselves aware of any relevant audit information and to establish that the company’s auditors are aware of that

information.

Auditors
Pursuant to Section 487 of the Companies Act 2006, the auditors will be deemed to be reappointed and KPMG Audit Plc will therefore continue

in office.

By order of the board

B PG Cullum
Director

A&
y
§ A - [
HL{ZLL,, J (L@ouns . 20 April 2011



Statement of directors’ responsibilities in respect of
the directors’ report and the financial statements 17

The directors are responsible for preparing the Directors’ Report and the financial statements in accordance with applicable law
and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law they have elected
to prepare the financial statements in accordance with UK Accounting Standards and applicable law (UK Generally Accepted
Accounting Practice).

Under company law the directors must not approve the financial statements unless they are satisfied that they give a true and
fair view of the state of affairs of the company and of the profit or loss of the company for that period. In preparing these
financial statements, the directors are required to:

e select suitable accounting policies and then apply them consistently;

* make judgments and estimates that are reasonable and prudent;

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

¢ prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company
will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company’s
transactions and disclose with reasonable accuracy at any time the financial position of the company and enable them to ensure
that the financial statements comply with the Companies Act 2006. They have general responsibility for taking such steps as are
reasonably open to them to safeguard the assets of the company and to prevent and detect fraud and other irregularities.

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



Independent auditor’s report to the members
18 of Towergate Partnership Limited

We have audited the financial statements of Towergate Partnership Limited (Company Number 3405221) for the year ended 31 December 2010
set out on pages 19 to 50. The financial reporting framework that has been applied in their preparation is applicable law and UK Accounting

Standards (UK Generally Accepted Accounting Practice).

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act 2006. Our audit
work has been undertaken so that we might state to the company’s members those matters we are required to state to them in an auditors’
report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the

company and the company’s members, as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibilities Statement set out on page 17, the directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view. Our responsibility is to audit, and express an opinion on, the
financial statements in accordance with applicable law and International Standards on Auditing (UK and Ireland). Those standards require us to
comply with the Auditing Practices Board's (APB’s) Ethical Standards for Auditors.

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements is provided on the APB's web-site at www.frc.org.uk/apb/scope/private.cfm

Opinion on financial statements

In our opinion the financial statements:

e give a true and fair view of the state of the group’s and the parent company’s affairs as at 31 December 2010 and of the group’s loss
for the year then ended,;
¢ have been properly prepared in accordance with UK Generally Accepted Accounting Practice; and

¢ have been prepared in accordance with the requirements of the Companies Act 2006.

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Directors’ Report for the financial year for which the financial statements are prepared is 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 matters where the Companies Act 2006 requires us to report to you if, in our opinion:

¢ adequate accounting records have not been kept by the parent company, or returns adequate for our audit have not been received
from branches not visited by us; or

¢ the parent company financial statements are not in agreement with the accounting records and returns; or

e certain disclosures of directors’ remuneration specified by law are not made; or

¢ we have not received all the information and explanations we require for our audit.

Rees Aronson (Senior Statutory Auditor)
for and on behalf of KPMG Audit Plc, Statutory Auditor

Chartered Accountants
15 Canada Square
London

E14 5GL

20 April 2011
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Note Total Total

2010 2009

£ £

Group turnover 2 359,593,413 320,813,897
Administrative expenses (249,024,461) (241,197,809)
Amortisation of intangibles (53,182,292) (44,538,691)
Group operating profit 57,386,660 35,077,397
Loss on disposal of portfolio - (22,897)
(Loss) / Profit on disposal of subsidiaries 17 (201,288) 551,542
Profit on ordinary activities before interest 57,185,372 35,606,042
Other interest receivable and similar income 958,559 2,261,246
Interest payable and similar charges 6 (58,934,530) (52,955,292)
Loss on ordinary activities before taxation 3 (790,599) (15,088,004)
Tax on loss on ordinary activities 7 (13,438,055) (12,923,946)
Loss on ordinary activities for the year (14,228,654) (28,011,950)

There is no difference between the profit on ordinary activities before taxation and the retained profit for the year stated above, and their historical

cost equivalents.

There were no significant acquisitions or disposals during the year.

The notes on pages 24 to 50 form part of these financial statements.
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Note 2010 2009
Assets £ £
Fixed assets
Intangible assets 8 851,440,353 897,510,020
Tangible assets 9 31,820,212 34,395,860
Investments 10 120,133 120,133
883,380,698 932,026,013
Current assets
Debtors 11 241,073,498 248,210,175
Cash at bank and in hand 141,008,280 182,521,285
382,081,778 430,731,460
Total assets 1,265,462,476  1,362,757,473
Liabilities
Capital and reserves
Shareholders funds
Called up share capital 18 110,132,644 110,132,644
Share premium 19 181,581,196 181,581,196
Profit and loss account 19 (9,688,626) 4,540,028
Other reserves 19 (39,649,629) (40,130,629)
242,375,585 256,123,239
Minority interests 20 (34,970) (34,970)
Total capital and reserves 242,340,615 256,088,269
Provisions for liabilities and charges 15 11,727,566 17,382,801
Creditors
Amounts falling due within one year 12 486,557,795 457,486,186
Amounts falling due after more than one year 13 524,836,500 631,800,217
1,011,394,295 1,089,286,403
Total liabilities 1,265,462,476  1,362,757,473

The notes on pages 24 to 50 form part of these financial statements.

These financial statements were approved by the board of directors on 20 April 2011 and were signed on its behalf by:

7 PG Cullum
Director

ra
)
i, - !
fee /(Jlounns . 20 Apiil 2011
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As restated As restated
Note 2010 2009
£ f
Assets
Fixed assets
Intangible assets 8 43,309,143 47,876,967
Tangible assets 9 2,537,858 3,388,253
Investments 10 883,755,275 863,266,373
929,602,276 914,531,593
Current assets
Debtors 11 138,837,409 149,261,656
Cash at bank and in hand 10,127,037 25,982,159
148,964,446 175,243,815
Total assets 1,078,566,722 1,089,775,408
Liabilities
Capital and reserves
Shareholders funds
Called up share capital 18 110,132,644 110,132,644
Share premium 19 181,581,196 181,581,196
Profit and loss account 19 (30,101,919) (4,915,380)
Other reserves 19 45,132,698 44,651,698
Total capital and reserves 306,744,619 331,450,158
Provisions for liabilities and charges 15 4,765,114 5,507,733
Creditors
Amounts falling due within one year 12 272,610,976 228,025,027
Amounts falling due after more than one year 13 494,446,013 524,792,490
767,056,989 752,817,517
Total liabilities 1,078,566,722  1,089,775,408

The notes on pages 24 to 50 form part of these financial statements.

These financial statements were approved by the board of directors on 20 April 2011and were signed on its behalf by:

j PG Cullum
Director

ra
)
i, - !
fee /(o . 20 Apiil 2011
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Note 2010 2009
£ £
Cash flow statement
Net cash inflow from operating activities 24 97,629,950 84,764,620
Returns on investments and servicing of finance 25 (45,889,506) (33,237,901)
Taxation (9,519,440) (6,753,984)
Capital expenditure and financial investment 25 (11,446,940) (11,939,650)
Acquisitions and disposals 25 (9,409,889) (12,899,013)
Cash inflow before management of liquid resources and financing 21,364,175 19,934,072
Financing 25 (62,877,180) 3,768,794
(Decrease) / increase in cash in the year (41,513,005) 23,702,866
Reconciliation of net cash flow to movement in net debt
(Decrease) / increase in cash in the year 26 (41,513,005) 23,702,866
Cash outflow from decrease in debt and lease financing 62,877,180 6,231,206
Change in net debt resulting from cash flows 21,364,175 29,934,072
Net Settled / (new) deferred consideration 851,030 (2,466,014)
Finance leases acquired with acquisitions 26 - (90,247)
Other loans acquired with acquisitions - (105,193,550)
Capitalisation of interest (5,960,381) (4,892,557)
Movement in net debt in the year 26 16,254,824 (82,708,296)
Net debt at the start of the year 26 (480,050,235) (397,341,939)
Net debt at the end of the year 26 (463,795,411) (480,050,235)
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As restated

Group Group Company Company

2010 2009 2010 2009

£ f £ f

Loss for the financial year (14,228,654) (28,011,950) (25,186,539) (26,617,459)

(14,228,654) (28,011,950) (25,186,539) (26,617,459)

Increase in share capital - 10,033,691 - 10,033,691

Premium on share issue - 151,288,023 - 151,288,023
Capital contribution receipt 481,000 - 481,000

Net (decrease) / increase in shareholders’ funds (13,747,654) 133,309,764 (24,705,539) 134,704,255

Opening shareholders’ funds 256,123,239 122,813,475 331,450,158 196,650,079

Prior year adjustment (note 19) - - - 95,824

Opening shareholders’ funds 256,123,239 122,813,475 331,450,158 196,745,903

Closing shareholders’ funds 242,375,585 256,123,239 306,744,619 331,450,158

Consolidated statement of total recognised gains and losses
for the year ended 31 December 2010

Group Group

2010 2009

£ f

Loss for the financial year (14,228,654) (28,011,950)
Total recognised losses since last financial report (14,228,654) (28,011,950)
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1. Accounting policies

The following accounting policies have been applied consistently in dealing with items which are considered material in relation to the financial

statements, except as noted below:
The following amendments to standards have been adopted in these financial statements for the first time:

Amendment to FRS 20 Group Cash-Settled Share-Based Payment

The amendments expand the definition of a share-based payment to bring all group entities financial statements within the scope of the standard

for all group awards. Subsidiaries of the Company are now required to equity account for cash-settled awards issued to certain employees of the
Group by the Company where the subsidiary has not obligation to settle. The Company, in its individual financial statements, recognises an increase
in the cost of investment in its subsidiary equivalent to the equity-settled share-based charge recognised in the subsidiary. There is no impact on the
consolidated results as a result of the adoption of this amendment.

Basis of preparation

The financial statements have been prepared in accordance with applicable Accounting Standards in the United Kingdom, and under historical cost

accounting rules.

Going concern

The directors have a reasonable expectation that the company has adequate resources to continue in operational existence for the foreseeable future.

Thus they continue to adopt the going concern basis of accounting in preparing the financial statements.

Basis of consolidation

The consolidated financial statements include the financial statements of the company and its subsidiary undertakings made up to 31 December 2010.
The acquisition method of accounting has been adopted. Under this method, the results of subsidiary undertakings acquired or disposed of in the

year are included in the consolidated profit and loss account from the date of acquisition or up to the date of disposal.

The group holds put and call options over the minority interest holdings in certain of the subsidiaries. The group has accounted for these options as if
they have already been exercised, and included the anticipated settlement value as part of the cost of acquisition of the relevant subsidiary. A liability
is recognised in respect of the anticipated settlement in deferred consideration. The anticipated settlement values are estimated on an annual basis

and any resultant remeasurements are recorded in the cost of acquisition and liabilities — deferred consideration.

The company recognises the anticipated settlement value in the cost of investment in the relevant subsidiary with an associated deferred consideration

liability. Remeasurement of the settlement value is recognised in the cost of investment.

Under s408 of the Companies Act 2006 the company is exempt from the requirement to present its own profit and loss account.

Goodwill

Purchased goodwill (representing the excess of the fair value of the consideration given over the fair value of the separable net assets acquired) arising
on consolidation is capitalised. Positive goodwill is amortised to nil by equal annual instalments over its estimated useful life. This is generally taken as

twenty years.

The fair value of the consideration includes: deferred consideration; estimates of amounts which are expected to become payable as a result of
the exercise of put and call options over minorities; and amounts payable to employees under share based payment arrangements assumed by the
company under the terms of acquisition agreements.

In the company’s financial statements, investments in subsidiary undertakings are stated at cost less amounts written off.

Intangible fixed assets and amortisation

Intangible fixed assets purchased separately from a business are capitalised at their cost. Intangible assets acquired as part of an acquisition are

capitalised at their fair value.
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1. Accounting policies (continued)
Tangible fixed assets and depreciation

Depreciation is provided to write off the cost less the estimated residual value of tangible fixed assets by equal instalments on a straight line basis over

their estimated useful economic lives as follows:

Leasehold improvements Over the remaining life of the lease Computer equipment 25% pa
Fixtures and fittings 15% pa or over 6 years Furniture and equipment 20% pa
Motor vehicles 25% pa Foreign freehold land and buildings 2% pa

Software development expenditure is capitalised within the computer equipment balance only where there is a clearly defined project, the expenditure
is separately identifiable, the outcome of the project can be assessed with reasonable certainty, aggregate costs are expected to be more than covered

by related revenues and adequate resources exist to enable the project to be completed.

Investments

In the Company’s financial statements investments in subsidiary undertakings are stated at cost less amounts written off.
Impairment of fixed assets and goodwill

The carrying value of the Group’s assets are reviewed for impairment when events or changes in circumstances indicate that the carrying amount of

the fixed asset may not be recoverable. If any such indication exists, the asset’s recoverable amount is estimated.

An impairment loss is recognised whenever the carrying value of an asset or its income generating unit exceeds its recoverable amount. Impairment

losses are recognised in the profit and loss account.

Employee share incentive plans

The company’s employee share incentive plans entitle certain directors and employees to benefit upon the sale or a listing of the company.

Equity-settled

The share option plan allows employees to acquire shares of the Company. The fair value of share entitlements granted is recognised as an employee
expense with a corresponding increase in equity. The fair value of the share entitlements is measured at grant date and spread over the period during
which the employees become unconditionally entitled to them. The fair value of the share entitlements granted is measured taking into account
the terms and conditions upon which they were granted. The amount recognised as an expense is adjusted to reflect the actual number of share

entitlements that vest.

Transactions of the company-sponsored employee share ownership company and trust are treated as being those of the company and are therefore
reflected in the parent company and group financial statements. In particular, the employee share ownership company and trust's purchases and sales

of shares in the company are debited and credited directly to equity.

Cash-settled

For cash-settled share appreciation rights, the grant date fair value of the amount payable to the employee is recognised as an expense with a
corresponding increase in liabilities. The fair value is initially measured at grant date and spread over the period during which employees become
unconditionally entitled to payment. The liability is revalued at each balance sheet date and settlement date with any changes to fair value being
recognised in the profit and loss account. The fair value is measured based on prices achieved for the sale of the company’s shares in recent
transactions. The company also grants cash-settled share appreciation rights to employees of its subsidiary companies. These are accounted for as
cash-settled by the company and it recognises, in its individual financial statements, an increase in the cost of investment in its subsidiaries with the

corresponding credit being recognised in liabilities.

Foreign currencies
Transactions in foreign currencies are recorded using the rate of exchange ruling at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies are translated using the rate of exchange ruling at the balance sheet date and the gains or losses on translation are

included in the profit and loss account.
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1. Accounting policies (continued)
Leases

Assets acquired under finance leases are capitalised and the outstanding future lease obligations are shown in creditors. Operating lease rentals are

charged to the profit and loss account on a straight line basis over the period of the lease.
Post retirement benefits

The Group operates a number of defined contribution pension schemes. The assets of the schemes are held separately from those of the Group
in independently administered funds. The amount charged against profits represents the contributions payable to the schemes in respect of the

accounting year.
Taxation

The charge for taxation is based on the profit for the period and takes into account taxation deferred. Deferred tax is recognised, without discounting,
in respect of all material timing differences between the treatment of certain items for taxation and accounting purposes which have arisen but not

reversed by the balance sheet date, except as otherwise required by FRS 19.
Turnover

Turnover comprises net commission receivable on business incepting during the year. To the extent that the Company is contractually obliged to
provide services after this date, a suitable proportion of income is deferred and recognised over the life of the relevant contracts to ensure that
revenue appropriately reflects the cost of fulfilment of these obligations. Profit commission is recognised when notified which is the earlier of receipt

or confirmation. Management charges are recognised when invoiced.
Cash and liquid resources

Cash, for the purpose of the cash flow statement, comprises cash in hand and deposits repayable on demand, less overdrafts payable on demand.
Liquid resources are current asset investments which are disposable without curtailing or disrupting the business and are either readily convertible into
known amounts of cash at or close to their carrying values or traded in an active market. Liquid resources comprise term deposits of less than one

year (other than cash), government securities and investments in money market managed funds.
Insurance transactions, client money and insurer money

The company records on its balance sheet amounts due to and from clients and insurers, and money held on behalf of clients and insurers in

relation to the insurance transactions that the company handles on behalf of those parties. In accordance with the requirements of the Financial
Services Authority, client money is held in bank accounts governed by Trust Deeds established for the benefit of such clients. Insurer money is held in
accordance with the agreements in place between the insurer and the company. Amounts held in trust cannot be called upon on insolvency of the
company, however interest received on all of these cash balances is recognised and reflected as revenue in these financial statements as the company
has the right to such interest in accordance with the terms of business agreed with clients and insurers. The cash at bank balances presented in these

financial statements represents the aggregation of the money held for the benefit of the company, clients and insurers.
2. Segmental reporting

Segmental reporting is presented in respect of reportable segments. These are based on the Group’s management and internal reporting structures.

The operating segments are based on the different classes of business in the Company as described below:

Retail Broking — offers insurance products and broking services. Also includes the Group’s financial services businesses.

Underwriting Agencies — distributes insurance products to insurance brokers who act on behalf of insured customers, prices insurance coverage and
issues insurance policies

Mortgage Broking Solutions — provides mortgage related insurance products to third party mortgage brokers and other mortgage intermediaries
Network— provides independent brokers with insurer and business support services

Other — provides central support function to the trading businesses
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2. Segmental reporting (continued)

Segmental results, assets and liabilities include items directly attributable to a segment as well as those that can be allocated on a reasonable basis.
Information regarding geographical areas is not presented as all businesses are located in the United Kingdom and turnover consists entirely of sales
made in the United Kingdom.

The results of the above classes of business can be analysed as follows:

2010 2009
£ 2
Turnover
Retail Broking 206,112,437 193,464,231
Underwriting Agencies 67,516,994 71,783,452
Mortgage Broking Solutions 63,522,991 30,748,756
Network 16,374,480 14,626,859
Other 6,066,511 10,190,599
359,593,413 320,813,897
Operating Profit
Retail Broking 36,433,807 28,612,305
Underwriting Agencies 28,225,369 27,602,918
Mortgage Broking Solutions 26,751,947 12,192,094
Network 1,510,577 3,098,677
Other (35,535,040) (36,428,597)
57,386,660 35.077,397
Operating Profit (excluding amortisation charges)
Retail Broking 60,913,511 52,928,388
Underwriting Agencies 34,293,897 33,418,897
Mortgage Broking Solutions 43,419,196 21,820,384
Network 7,476,388 7,877,016
Other (35,535,040) (36,428,597)
110,567,952 79,616,088
Net Assets
Retail Broking 400,339,387 418,750,224
Underwriting Agencies 71,308,546 78,373,730
Mortgage Broking Solutions 93,566,526 99,012,911
Network 181,095,389 178,570,403
Other (503,969,233) (518,618,999)
242,340,615 256,088,269
Net Assets (excluding debt)
Retail Broking 403,733,705 423,704,193
Underwriting Agencies 71,363,479 78,428,663
Mortgage Broking Solutions 170,866,395 193,384,429
Network 183,707,204 181,848,905
Other 5,627,847 25,351,013
835,298,630 902,717,203
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3. Loss on ordinary activities before taxation

2010 2009

Loss on ordinary activities before taxation is stated after charging: £ f
Auditors’ remuneration:

- Audit of these financial statements 101,748 100,986

- Audit of financial statements of subsidiaries 831,502 904,110

- Other services relating to taxation 17,799 34,275

- All other services 179,740 125,528
Depreciation and other amounts written off tangible fixed assets:

- Owned 13,806,010 13,313,498

- Leased 327,164 343,763
Operating leases

- Land and buildings 10,981,323 9,894,902

- Other assets 1,421,837 1,640,948
Loss on disposal of fixed assets 42,843 1,923,577

In addition to the above £491,149 (2009: £543,582) has been paid to the auditors for non-audit services the cost of which has been capitalised.

4. Remuneration of directors

2010 2009

£ f

Directors’ emoluments 1,871,926 1,704,124
Company contributions to money purchase pension schemes 57,508 60,550
1,929,434 1,764,674

The aggregate emoluments of the highest paid director were £846,742 (2009: £745,121) and company pension contributions of £nil (2009: £nil)

were made to a money purchase scheme on his behalf.

Number of directors
2010 2009

Retirement benefits are accruing to the following number of directors under:

Money purchase schemes 2 2

All directors benefit from qualifying third party indemnity provisions in place during the financial year and at the date of this report.
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5. Staff numbers and costs

The average number of persons employed by the Group (including directors) during the year, analysed by category, was as follows:

Number of employees

2010 2009
Administration 4,064 3,845
The aggregate payroll costs of these persons were as follows:

2010 2009
£ £
Wages and salaries 124,010,698 115,960,992
Social security costs 13,192,473 12,836,686
Other pension costs 5,666,881 5,740,010
142,870,052 134,537,688

6. Interest payable and similar charges
2010 2009
£ £
On bank loans and overdrafts 51,526,574 49,552,788
On directors’ loans 13,652 -
Finance charges payable in respect of finance leases and hire purchase contracts 27,662 27,623
On overdue tax 126,434 206
On loan notes 7,239,236 3,374,675
Other 972 -
58,934,530 52,955,292
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7. Taxation

Analysis of charge in period:

2010 2009
£ £

UK corporation tax
Current tax on income for the period 15,317,067 11,702,509
Deferred tax (1,766,796) (106,377)
Adjustments in respect of prior periods (112,216) 1,327,814
Total current tax 13,438,055 12,923,946

The current tax charge for the period is higher (2009: higher) than the standard rate of corporation tax in the UK 28% (2009: 28%).

The differences are explained below.

2010 2009
£ £
Current tax reconciliation
Loss on ordinary activities before tax (790,599) (15,088,004)
Current tax at 28% (2009: 28%) (221,368) (4,224,641)
Effects of:
Expenses not deductible for tax purposes 757,839 1,403,870
Amortisation 13,830,101 11,818,042
Depreciation for period in excess of capital allowances 988,403 1,311,488
Losses carried forward - 2,977,925
Profit on disposal of subsidiaries 20,036 (428,913)
Movement on provisions (166,447) (1,036,625)
Profits not chargeable to UK corporation tax 108,503 (118,637)
Total current tax charge (see above) 15,317,067 11,702,509

Factors affecting future tax charges:
Future tax charges will be affected by the degree to which amortisation of goodwill is not allowable for tax purposes and entertaining is disallowed.

The Budget on 23 March 2011 announced that the UK corporation tax rate will reduce from 28% to 23% over a period of 4 years from 2011. The first

reduction in the UK corporation tax rate from 28% to 26% will be effective from 1 April 2011. This will reduce the group’s future current tax charge.
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8. Intangible fixed assets

Group Goodwill Trademarks Total
£ f £

Cost

At beginning of year 1,042,809,391 359,479 1,043,168,870

Additions 7,582,772 - 7,582,772

Disposals (533,685) - (533,685)

At end of year 1,049,858,478 359,479  1,050,217,957

Amortisation

At beginning of year 145,368,047 290,803 145,658,850
Charge for year 53,161,173 21,119 53,182,292
Disposals (63,538) - (63,538)
At end of year 198,465,682 311,922 198,777,604

Net book value

At 31 December 2010 851,392,796 47,557 851,440,353
At 31 December 2009 897,441,344 68,676 897,510,020
Company Goodwill Trade marks Total
3 £ 3
Cost
At beginning of year 60,513,311 45,724 60,559,035
Disposals (2,076,699) - (2,076,699)
At end of year 58,436,612 45,724 58,482,336

Amortisation

At beginning of year 12,680,353 1,715 12,682,068
Charge for year 2,488,839 2,286 2,491,125
At end of year 15,169,192 4,001 15,173,193

Net book value
At 31 December 2010 43,267,420 41,723 43,309,143

At 31 December 2009 47,832,958 44,009 47,876,967

All goodwill arising on acquisition is amortised over a twenty year period.
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9. Tangible fixed assets

Leasehold Furniture & Fixtures Computer Motor Total
improvements equipment & fittings equipment vehicles

Group £ £ £ 3 £ £
Cost or valuation
At beginning of year 7,985,417 8,054,146 10,734,441 62,451,175 1,407,517 90,632,696
Reclassification - 50 (6,760) 6,710 - -
On acquisitions in year - 105,055 - 413,712 - 518,767
Additions 456,621 582,946 749,584 10,205,705 17,040 12,011,896
Disposals (131,634) (1,284,995)  (919,576) (8,160,243) (821,306) (11,317,754)
On disposals in year - (22,024) (6,031) (8,140) - (36,195)
At end of year 8,310,404 7,435,178 10,551,658 64,908,919 603,251 91,809,410
Depreciation
At beginning of year 2,478,622 5,829,491 5,440,958 41,376,682 1,111,083 56,236,836
Reclassification - 18,382 (3,181) (15,201) - -
On acquisitions in year - 59,985 - 305,350 - 365,335
Charge for year 795,780 1,055,234 1,318,952 10,833,339 129,881 14,133,186
Disposals (104,172) (1,279,389)  (897,021) (7,734,224) (695,158) (10,709,964)
On disposals in year - (22,024) (6,031) (8,140) - (36,195)
At end of year 3,170,230 5,661,679 5,853,677 44,757,806 545,806 59,989,198
Net book value
At 31 December 2010 5,140,174 1,773,499 4,697,981 20,151,113 57,445 31,820,212
At 31 December 2009 5,506,795 2,224,655 5,293,483 21,074,493 296,434 34,395,860

Included above are assets held under finance leases and hire purchase contracts as follows:

2010 2009
£ f
Net book value

Motor vehicles 9,593 73,080
Furniture & equipment 30,142 -
Computer equipment 27,032 314,197
66,767 387,277

Depreciation charged during year
Motor vehicles 8,037 55,402
Furniture & equipment 32,882 137
Computer equipment 285,682 288,224
326,601 343,763
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9. Tangible fixed assets

Company Computer Fixtures Motor Total
equipment & fittings vehicles
£ £ £ £

Cost or valuation

At beginning of year 5,732,130 1,333 175,543 5,909,006
Additions 671,019 - - 671,019
Disposals to Towergate Group Companies (19,550) (1,333) - (20,883)
At end of year 6,383,599 - 175,543 6,559,142

Depreciation

At beginning of year 2,372,494 50 148,209 2,520,753
Charge for year 1,489,621 - 12,049 1,501,670
Disposals to Towergate Group Companies (1,089) (50) - (1,139)
At end of year 3,861,026 - 160,258 4,021,284

Net book value
At 31 December 2010 2,522,573 - 15,285 2,537,858

At 31 December 2009 3,359,636 1,283 27,334 3,388,253

There are no assets included above which are held under finance leases and hire purchase contracts.
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10. Investments

Group

Cost
At beginning and at end of year

Net book value

At beginning and at end of year

Company

Cost (or valuation)
At beginning of year

Prior year adjustment (note 19)

At beginning of year — As restated
Additions

Share incentive plan (note 23)
Disposals

At end of year

Provisions

At beginning and end of year

Net book value

At 31 December 2010

At 31 December 2009 - as restated

Unlisted Total
investments
£ £

120,133 120,133

120,133 120,133

Shares in
Group
Undertakings
3

863,073,916
221,457

863,295,373
20,377,593
115,613

(4,304)

883,784,275

29,000

883,755,275

863,266,373
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10. Investments (continued)

The undertakings in which the Group’s interest at the year end is more than 20% and which are trading actively are as follows:

Country Principal activity

of Incorporation
Folgate Insurance Company Limited* England Run off insurance company
Fusion Insurance Services Holdings Limited England Holding company
Fusion Insurance Services Limited* England Insurance broking
Towergate Underwriting Group Limited England Insurance broking
Towergate Commercial Limited England Insurance broking
Towergate London Market Limited* England Insurance broking
Hayward Holding Group Limited (90% owned) England Holding company
Hayward Aviation Limited (90% owned)* England Insurance broking
MP Bolshaw & Co Limited (90% owned)* England Insurance broking
Towergate Risk Solutions Limited England Holding company
Towergate Insurance (Guernsey) Limited* Guernsey Insurance company
Broker Network Holdings Limited England Holding company
Oyster Risk Solutions Limited (87.5% owned)* England Insurance broking
Broker Network Limited* England Insurance broking
London Broking Services Limited* England Insurance broking
TL Risk Solutions Limited (87.5% owned)* England Insurance broking
British Insurance Limited * England Insurance broking
The TF Bell Group Limited (99.9% owned)* England Insurance broking
TF Bell Holdings Limited (99.9% owned)* England Holding company
TF Bell Compliance (99.9% owned)* England Compliance service monitoring
Paymentshield Group Holdings Limited England Holding company
Paymentshield Holdings Limited* England Holding company
Paymentshield Limited* England General & life insurance products
Paymentshield Life Underwriting Services Limited* England Life assurance & mortgage products
HS428 Limited* England Business insurance consultancy
Oak Affinity Consultancy Limited* England Business insurance consultancy
Towergate Financial (Group) Limited (65% owned) England Holding company
Towergate Financial (Scotland) Holdings Limited (65% owned)* England Holding company
Towergate Financial (East) Holdings Limited (63% owned)* England Holding company
Towergate Financial (North) Holdings Limited (59% owned)* England Holding company
Towergate Financial (West) Holdings Limited (65% owned)* England Holding company
Towergate Financial (Huddersfield) Intermediate Limited (59% owned)* England Holding company
Towergate Financial (East) Intermediate Limited (63% owned)* England Holding company
Towergate Financial (Glasgow) Limited (65% owned)* Scotland Financial services
Towergate Financial (Scotland) Limited (65% owned)* Scotland Financial services
Towergate Financial (Huddersfield) Limited (59% owned)* England Financial services
Towergate Financial (North) Limited (59% owned)* England Financial services
Towergate Financial (East) Limited (63% owned)* England Financial services
Towergate Financial (West) Limited (65% owned)* England Financial services
Towergate Financial (London) Limited (56% owned)* England Financial services
Moray Firth Insurance Brokers Limited (90% owned)* Scotland Insurance broking
Managing Agents Reference Assistance Services Limited * England Insurance broking
KB Rollitt and Company Limited* England Financial services
Towergate John Charcol Limited (65% owned)* England Financial services

Except where indicated, 100% of the voting rights are held directly or indirectly by Towergate Partnership Limited.

(* denotes indirect holding).

Al subsidiary undertakings have the same period end as Towergate Partnership Limited. The results of these companies at 31 December 2010 have been

included in these consolidated accounts.
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11. Debtors: amounts falling due within one year

Group Group Company Company

2010 2009 2010 2009

£ £ £ £

Insurance debtors 192,417,943 198,681,161 - -
Amounts owed by Group undertakings - - 102,584,178 108,786,774
Other debtors 16,309,830 14,405,684 8,598,314 4,216,412
Deferred tax asset 2,616,845 - 881,673 -
Prepayments and accrued income 18,422,357 24,280,646 6,280,522 12,671,526
Corporation tax 11,126,523 10,842,684 20,492,722 23,586,944
Deferred consideration receivable 180,000 - - -
241,073,498 248,210,175 138,837,409 149,261,656

The deferred tax asset noted above is a result of differences between accumulated depreciation and capital allowances and the provision held in relation to

share-based payments. This deferred tax asset is not expected to be realised within 12 months of the balance sheet date.

12. Creditors: amounts falling due within one year

Group Group Company Company

2010 2009 2010 2009

£ £ £ £

Loan notes* 43,712,617 N - -
Bank loans and overdrafts* 51,576,108 49,987,788 41,988,856 42,173,090
Other loans* 12,000,000 12,000,000 25,744,165 24,872,565
Obligations under finance leases and hire purchase contracts 211,303 310,312 - -
Insurance creditors 252,230,933 275,078,184 - -
Amounts owed to Group undertakings - - 178,386,773 132,429,584
Corporation tax 27,886,078 21,766,243 - -
Taxation and social security 3,617,306 3,679,017 418,982 418,513
Other creditors 20,678,636 22,204,994 11,608,418 14,270,472
Accruals and deferred income 56,675,641 54,224,295 4,214,248 5,454,812
Deferred consideration* 17,969,173 18,235,353 10,249,534 8,405,991
486,557,795 457,486,186 272,610,976 228,025,027
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13. Creditors: amounts falling due after more than one year

Group Group Company Company

2010 2009 2010 2009

£ £ £ £

Loan notes*A 54,932 43,737,073 - -
Bank loans and overdrafts* 464,323,706 501,044,865 452,323,710 482,170,187
Other loans* 36,200 12,036,200 - -
Obligations under finance leases and hire purchase contracts 34,628 292,670 - -
Other creditors 42,122,303 42,622,303 42,122,303 42,622,303
Accruals and deferred income 14,979,452 22,479,451 - -
Deferred consideration* 3,285,279 9,587,655 - -
524,836,500 631,800,217 494,446,013 524,792,490

A Included within the total loan notes balance are loan notes of £54,932 (2009: £54,932) which were issued for the acquisition of Fusion Insurance Services
Limited. The loan notes could be redeemed from 10 November 2006. Loan notes of £97,776 were redeemed on 25 March 2009 and a further £14,420 on

10 November 2009. Outstanding loan notes will be redeemed in full on 31 December 2015. Interest is charged at base rate.

The maturity of obligations under finance leases and hire purchase contracts is as follows:

Group Group Company Company

2010 2009 2010 2009

£ £ £ £

Within one year 223,981 328,931 - -
In the second to fifth years 36,706 310,230 - -
260,687 639,161 - -

Less future finance charges (14,757) (36,179) - -
245,930 602,982 - -
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14. Analysis of debt

Analysis of debt:

(Being those items in notes 12 and 13 marked by *) Group Group Company Company
2010 2009 2010 2009
£ f £ £

Debt can be analysed as falling due:

In one year or less, or on demand 125,456,899 80,817,047 77,982,555 75,760,516
Between one and two years 173,285,854 128,294,543 160,336,949 56,642,612
Between two and five years 305,815,008 452,802,016 303,387,502 440,216,911
Over 5 years - 54,932 - -
Total debt 604,557,761 661,968,538 541,707,006 572,620,039
Less: capitalised loan costs (11,599,746) (15,339,604) (11,400,741) (14,998,206)

592,958,015 646,628,934 530,306,265 557,621,833

15. Provisions for liabilities and charges

Share Deferred E&O FRS 5 Claims Other Total
based tax provision provision provision provisions provisions
payment
provision
(Note 23)
£ £ £ £ £ £
Group
At beginning of year 6,513,582 (1,402,417) 4,300,000 6,329,196 258,082 1,384,358 17,382,801
Reclassification - (356,231) - - - - (356,231)
Revaluation during the year (2,985,298) 908,599 - - - - (2,076,699)
Utilised during the year - - (6,190,245) - - - (6,190,245)
(Credit) / charge to the profit
and loss for the year: (613,170) (1,766,796) 3,740,245 (5,825) 37,651 (1,041,010) 351,095
Transfer to debtors - 2,616,845 - - - - 2,616,845
At end of year 2,915,114 - 1,850,000 6,323,371 295,733 343,348 11,727,566
Company
At beginning of year 6,513,582 (2,005,849) 1,000,000 - - - 5,507,733
Revaluation during the year (2,985,298) 908,599 - - - - (2,076,699)
(Credit) / charge to the profit
and loss for the year: (613,170) 215,577 850,000 - - - 452,407
Transfer to debtors - 881,673 - - - - 881,673
At end of year 2,915,114 - 1,850,000 - - - 4,765,114

In the normal course of business, the company may receive claims in respect of errors and omissions. A provision has been made in respect of outstanding

errors and omissions claims.

The FRS 5 provision has been made in line with the recommendations made in Application Note G in order to defer sufficient income to meet post placement

and claims handling costs of business.
Claims provision of £295,733 (2009: £258,082) arises from the underwriting business of Folgate Insurance Company Limited, which is in run off.

Other provisions is principally a provision for business restructure.
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16. Acquisitions

The following acquisition was made in the year:

Goodwill Date of acquisition
£

CCG Financial Services Limited 70,350 1 June 2010

The resulting goodwill of £70,350 was capitalised and will be written off over 20 years.

In addition to the above a number of portfolios and adjustments to prior year acquisitions took place in the year. All of these are included in the table below:

Total
£

Fixed assets
Tangible assets 153,432
Debtors 207,784
Cash 11,753
Total assets 372,969
Creditors (410,147)
Provisions for liabilities and charges 2,076,699
Net assets 2,039,521
Goodwill 7,582,772
9.622.293

Satisfied by:

Initial consideration 7,039,842
Purchase of minority interest 1,082,850
Shares allotted to minority interest (172,287)
8,850,405
Expenses of acquisition 777,888
9,622,393

Deferred consideration, where applicable, is payable based upon the performance of the acquired business for the 24 month period subsequent to

acquisition. These sums have been provided for in full.

The fair value of the assets acquired during the year was equal to their book value so no fair value adjustments were considered necessary by the directors.
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17. Disposals

The following companies were disposed of during the year:

Proceeds Date of disposal

£
G.W.I. Limited 186,681 04 June 2010
K B Rollitt and Company Limited 1 19 March 2010
Best Insurance Limited 10,000 25 June 2010

In addition to the above a number of dormant subsidiaries were dissolved. Assets held by these companies are included in the table below.

The net assets disposed of were as follows:

Total
£
Debtors 211,266
Bank 78,151
Total assets 289,417
Creditors (181,594)
Net assets 107,823
Net book value of goodwill 470,147
577,970

Satisfied by:
Cash - Consideration 196,682
Deferred consideration receivable 180,000
Loss on disposal 201,288
577,970

There were no portfolio disposals during the year.



Notes to the financial statements 4

18. Called up share capital

2010 2009
Number Number

Authorised
Equity: Ordinary shares of £0.009 each 5,596,580 5,596,580
Equity: Ordinary A shares of £0.009 4,376,370 4,376,370
Equity: Ordinary B shares of £0.009 15,000 15,000
Equity: Ordinary C shares of £0.009 3,405,871 3,405,871
Equity: Ordinary D shares of £0.009 641,226 641,226
Equity: Ordinary E shares of £0.009 467,644 467,644
Equity: Ordinary F2 shares of £0.009 1,194 1,194
Equity: Junior preferred ordinary A shares of £0.001 each 5,596,580 5,596,580
Equity: Junior preferred ordinary B shares of £0.001 each 4,376,370 4,376,370
Equity: Junior preferred ordinary C shares of £0.001 each 15,000 15,000
Equity: Subordinated junior preferred ordinary shares of £1 each 10,000,000 10,000,000
Total Equity: Ordinary shares 34,491,835 34,491,835
20% cumulative preference shares of £1 each 100,000,000 100,000,000
Total Equity shares 134,491,835 134,491,835
Allotted, called up and fully paid £ f
Equity: 5,545,411 Ordinary shares of £0.009 each 49,909 49,909
Equity: 4,334,926 Ordinary A shares of £0.009 each 39,013 39,013
Equity: 14,985 Ordinary B shares of £0.009 each 135 135
Equity: 3,294,760 Ordinary C shares of £0.009 each 29,653 29,653
Equity: 356,995 Ordinary D shares of £0.009 each 3,213 3,213
Equity: 90,781 Ordinary E shares of £0.009 each 818 818
Equity: 893 Ordinary F2 shares of £0.009 each 8 8
Equity: 5,545,411 Junior preferred ordinary A shares of £0.001 each 5,545 5,545
Equity: 4,334,926 Junior preferred ordinary B shares of £0.001 each 4,335 4,335
Equity: 14,985 Junior preferred ordinary C shares of £0.001 each 15 15
Equity: Subordinated junior preferred ordinary shares of £1 each 10,000,000 10,000,000
20% cumulative preference shares of £1 each 100,000,000 100,000,000
Total 110,132,644 110,132,644

Ordinary, Ordinary A, C, D, E and F2 shares carry all voting rights and are entitled to a distribution of profits. Ordinary B shares carry no voting rights and are
entitled to a distribution of profits. The holders of preferred shares have the right to a preferential dividend in certain circumstances and are entitled to attend
general meetings but are not entitled to vote unless a specific set of circumstances has occurred.

Junior preferred ordinary shares have a principal redemption value of £100 million in total and the right to a preferential dividend in certain circumstances.
Holders are entitled to attend general meetings but are not entitled to vote unless a specific set of circumstances has occurred. The subordinated junior
preferred ordinary share holders have the right to a preferential dividend in certain circumstances and are entitled to attend general meetings but are not
entitled to vote unless a specific set of circumstances has occurred.

The dividends accruing to preferential shareholders but not declared (and not included in the balance sheet) are:

Cumulative Preference Shares 2010: £80.0m (2009: £37.0m)
Junior Preferred Ordinary Shares 2010: £75.5m (2009: £45.9m)
Subordinated Junior Preferred Ordinary Shares 2010: £4.9m (2009: £1.5m)

On 11 February 2011 the Junior preferred ordinary A,B and C shares and 20% cumulative preference shares were redeemed and the Subordinated junior
preferred ordinary shares were converted into ordinary shares (see note 30).
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19. Reserves

Share Profit Other
premium and loss reserve

account
Group £ £ £
As beginning of year 181,581,196 4,540,028 (40,130,629)
Capital contribution received - - 481,000
Loss for the year - (14,228,654) -
At end of year 181,581,196 (9,688,626) (39,649,629)
Share Profit Other
premium and loss reserve

account
Company £ £ £
As beginning of year 181,581,196 (5,136,837) 44,651,698
Prior year adjustment - 221,457 -
As beginning of year — As restated 181,581,196 (4,915,380) 44,651,698
Capital contribution received - - 481,000
Loss for the year - (25,186,539) -
At end of year 181,581,196 (30,101,919) 45,132,698

The parent company’s loss for the financial year was £25,186,539 (2009: £26,617,459).

Change in accounting policy

The amendment to FRS 20 Group Cash-settled Share-based Payment has been adopted by the Company and comparative values have been restated. The
adoption has resulted in a £95,824 credit to the profit and loss and a corresponding debit to investments in the year to 31 December 2008. The reported
results for the year ended 31 December 2009 have been restated to include an increase in retained earnings of £125,633 and a corresponding increase in

investments.
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20. Minority interest

Group
2010

As beginning and end of year (34,970)

The Group includes the effect of anticipated exercise of put and call options in its accounting for minority interests. The companies in which such minority

interests exist are:

Hayward Holding Group Limited 10%
Towergate Financial (East) Holdings Limited 3%
Towergate Financial (North) Holdings Limited 9%
Moray Firth Insurance Brokers Limited 10%
Oyster Risk Solutions Limited 13%
Townfrost Limited 23%
Towergate Financial (London) Limited 14%
Towergate Financial (Group) Limited 35%

In each case the settlement terms are variable. The total settlement value attributed to these minority interests at 31 December 2010 is £9,241,425 (2009:
£10,090,138) which is included in deferred consideration (refer notes 12 and 13) and goodwiill (note 8) within the group financial statements and cost of

investment (note 10) within the holding company financial statements.

21. Operating lease commitments

Annual commitments under non-cancellable operating leases are as follows:

2010 2009 2010 2009
Land and Land and Other Other
buildings buildings
Group £ £ £ f
Operating leases which expire:
Within one year 1,286,176 1,176,297 242,456 498,019
In the second to fifth years inclusive 3,839,688 4,411,091 692,634 543,402
Over five years 6,006,054 6,288,704 58,634 54,783
11,131,918 11,876,092 993,724 1,096,204
Company
Operating leases which expire:
Over five years 343,289 340,570 - -
343,289 340,570 - -

22. Pension scheme

The Group operates defined contribution pension schemes. The pension cost charge for the year represents contributions payable by the Group to the fund
and amounted to £5,666,881 (2009: £5,740,010). At the year end outstanding pension contributions due were £374,600 (2009: £419,323).
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23. Share-based payments
Share plans

In March 2004, the Company established an employee share plan whereby certain directors and employees were entitled to benefit from approximately 3%
of the proceeds of an “exit” or takeover of the Towergate group. For this purpose, approximately 3% of the capital of the company was transferred to an
independent company in which the employees held restricted shares. During prior year the scheme was amended such that the beneficiaries now hold value

appreciation rights rather than restricted shares.
Share appreciation rights

The Company operates a long term incentive plan which is restricted to employees and directors of Towergate group. Participants are selected on a
discretionary basis and upon vesting receive a benefit based on the sales price of shares in the Company. The vesting conditions of the award are an exit,
defined as a 90% sale of shares, or a listing of Towergate. As the timing of such an event is uncertain, the awards have been deemed to vest in 2017. In
accordance with the requirements of FRS 20 for cash-settled share-based payment transactions, the cost of the awards granted to the employees and directors
is initially measured at fair value at the grant date and spread over the vesting period in the employing subsidiary. The fair value of the amount payable,
including the company’s liability to related social security costs, is recognised as an expense with a corresponding increase in liabilities. The liability is revalued at

each balance sheet date, with any change to fair value being recognised in the profit and loss account.

Where the Company grants cash-settled share appreciation rights to the employees of its own subsidiaries the Company accounts for these share-based
payments as cash settled. It recognises, in its financial statements, an increase in the cost of investment in its subsidiaries with the corresponding credit being

recognised in liabilities.

The total expense recognised for the year and the total liabilities recognised at the end of the year arising from employee share schemes are as follows in the

Group and the Company:

Group 2010 2009

Charge to profit and loss for the year:

Cash-settled share appreciation rights (253,763) 805,535
Provision for social security costs (359,407) 468,570
(613,170) 1,274,105

Company 2010 2009
£ f

Charge to profit and loss for the year:

Cash-settled share appreciation rights (253,763) 805,535
Provision for social security costs (359,407) 468,570
Cash-settled share appreciation rights — subsidiary employees capitalised (note 10) (115,613) (125,633)

(728,783) 1,148,472
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23. Share-based payments (continued)

Share-based deferred consideration

Similar share appreciation rights were granted to certain individuals formerly employed by Folgate Partnership Limited, which the company acquired in October
2005. These rights were rolled over into similar rights in Towergate and have been deemed to have vested at acquisition. Accordingly any liability in respect of

the awards arising from growth in the value of Towergate has been recognised as an adjustment to goodwill arising on acquisition.

The movement in provisions for cash-settled share-based payments was as follows:

Share Share-based Total Total

appreciation deferred

rights consideration
2010 2010 2010 2009
£ £ £ £
Liability at the beginning of the year 1,710,400 4,803,182 6,513,582 2,829,573
Revaluation (credited) / charged to profit and loss during the year (253,763) - (253,763) 805,535
Revaluation (credited) / debited to goodwill - (2,985,298) (2,985,298) 2,409,903
(Decrease) / increase in provision for social security costs (359,407) - (359,407) 468,571
Liability at the end of the year 1,097,230 1,817,884 2,915,114 6,513,582

The fair value of rights granted under the equity-settled share plan and of share appreciation rights is determined based on prices achieved for the sale of the

company’s shares in recent transactions.

24. Reconciliation of operating profit to operating cash flows

Total Total

2010 2009

£ f

Operating profit . 57,386,660 35,077,397
Depreciation and amortisation charges 67,315,468 58,195,952
Loss on sale of fixed assets 42,843 1,923,577
Profit on sale of investment - 5,200
Decrease / (increase) in debtors 2,999,723 (14,940,726)
(Decrease) / increase in creditors (31,418,351) 5,574,496
Decrease / (increase) in capitalised loan costs 4,894,943 (6,160,926)
(Decrease) / increase in provisions (3,591,336) 5,089,650
Net cash inflow from operating activities 97,629,950 84,764,620
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25. Analysis of cash flows

2010 2009
£ £
Returns on investment and servicing of finance
Interest received 1,339,519 2,121,818
Interest paid (47,229,025) (35,359,719)
(45,889,506) (33,237,901)
Capital expenditure and financial investment
Purchase of tangible fixed assets (11,446,940) (11,862,119)
Purchase of intangible fixed assets - (77,531)
(11,446,940) (11,939,650)
Acquisitions and disposals
Purchase of subsidiary undertakings (9,540,173) (36,140,364)
Sale of businesses 196,682 13,645
Net cash received on acquisitions of subsidiaries 11,753 23,227,706
Net cash disposed of with subsidiaries (78,151) -
(9,409,889) (12,899,013)
Financing
Net (repayment) / receipt of loans (56,802,605) 8,555,192
Net (repayment) of other loans - (2,554)
Payment of deferred consideration (5,717,523) (14,306,222)
Repayment of loan notes - (112,196)
Capital element of finance lease rental payments (357,052) (365,426)
Issue of share capital - 10,000,000
(62,877,180) 3,768,794
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26. Analysis of net debt

At beginning of Cash flow  Acquisitions Other non-cash At end of year

year and disposals changes

£ £ £ £ £
Cash at bank and in hand 182,521,285(41,446,607) (66,398) - 141,008,280
Finance leases (602,982) 357,052 - - (245,930)
Debt due within one year (80,817,047) 62,489,573 (79,500)  (107,049,925) (125,456,899)
Debt due after one year (581,151,491) 30,555 - 102,020,074 (479,100,862)
Total debt (661,968,538) 62,520,128 (79,500) (5,029,851) (604,557,761)
Total debt and finance leases (662,571,520) 62,877,180 (79,500) (5,029,851) (604,803,691)
Total (480,050,235) 21,430,573 (145,898) (5,029,851) (463,795,411)

Cash at bank includes £89,388,591 (2009: £102,240,402) which constitutes client money and £17,169,223 (2009: £18,907,190) in blocked office accounts

which are not available to pay the general debts of the group.

27. Related party disclosures

Mr PG Cullum owns three properties, which he lets out to the Group on normal commercial terms for furtherance of the Group’s activities. During the year Mr
PG Cullum received rental income totalling £111,000 (2009: £111,000).

The pension fund of Mr PG Cullum owns Towergate House, Whitstable, a property, which is rented to Towergate Partnership Limited. During the year there
was rental income of £241,501 due to the pension fund (2009: £241,501). The pension fund also owns Towergate House, Maidstone, a property, which was

rented to Towergate Partnership Limited. During the year there was rental income of £84,600 due to the pension fund (2009: £84,600).

Cullum Commercial Properties LLP, in which Mr PG Cullum currently has a significant interest, owns Towergate House, Eclipse Park, a property which is rented to
Towergate Partnership Limited. During the year there was rental income due to Cullum Commercial Properties LLP totalling £963,728 (2009: £945,592).

Mr PG Cullum currently has a significant interest in Cullum White Properties LLP, which owns seven properties that are let to various companies in the Towergate

Partnership group. During the year there was rental income due to Cullum White Properties LLP totalling £815,288 (2009: £815,288).

Towergate Underwriting Group Limited, a subsidiary company, conducted business, on an arms length basis, with various companies within the Cullum Capital
Ventures Group and Open International Limited who are related parties. At 31 December 2010 Towergate Partnership Limited was owed £39,592 by Cullum
Capital Ventures Limited (2009:Towergate Partnership Limited owed £543,047 to Cullum Capital Ventures Limited). Towergate Partnership Limited was due
balances totalling £910,397 (2009: £674,727) from the Open International group of companies.

During the year the company engaged DLA Piper to provide legal services. One of the company’s non-executive directors, Mel Sims is a partner at this firm
with overall responsibility for the company’s work. The amounts payable by the company to DLA Piper during the year totalled £36,190 (2009: £1,593,204), of

which £nil (2009: £610,314) was outstanding at year end. The services were provided on an arms length basis.
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27. Related party disclosures (continued)

At the year end there were directors loans owing to Mr | Patrick of £14,750 (2009: £nil). Interest paid by the company during the year to Mr | Patrick £nil (2009:
£nil). At the year end there was an amount owed to the company by Mr | Patrick of £nil (2009: £41,300), interest paid during the year was £nil (2009: £nil).

The table below shows the transactions and balances with entities that form part of the group but are not wholly owned by Towergate Partnership Limited.

The transactions represent recharges of expenses from central support to the subsidiary and vice versa.

2010 2010 2009 2009
Outstanding Movement Outstanding at Movement
at year end year end

Hayward Holding Group Limited (90% owned) 1,688,050 - 1,688,050 (23,863)
Hayward Aviation Limited (90% owned) (14,728,820) (4,230,565) (10,498,255) (5,063,299)
MP Bolshaw & Co Limited (90% owned) 37,502 (6,564) 44,066 30,720
Oyster Risk Solutions Limited (87.5% owned) (739,830) (750,588) 10,758 10,697
TL Risk Solutions Limited (87.5% owned) (5,489,767) (2,701,649) (2,788,118) (2,863,631)
The TF Bell Group Limited (99.9% owned) (1,993,681) (811,876) (1,181,805) (1,280,586)
TF Bell Holdings Limited (99.9% owned) 323,890 - 323,890 33,364
TF Bell Compliance (99.9% owned) 32,201 (615) 32,816 32,816
Towergate Financial (Scotland) Holdings Limited (65% owned) 122,237 (1,835,307) 1,957,544 1,957,544
Towergate Financial (East) Holdings Limited (63% owned) 343,432 (6,922,018) 7,265,450 7,265,450
Towergate Financial (North) Holdings Limited (59% owned) 431,684 (3,334,688) 3,766,372 3,766,372
Towergate Financial (Huddersfield) Intermediate Limited (59% owned) 4,063 4,063 - -
Towergate Financial (East) Intermediate Limited (63% owned) 441,586 221,533 220,053 220,053
Towergate Financial (Glasgow) Limited (65% owned) 72,311 148,896 (76,585) (76,585)
Towergate Financial (Scotland) Limited (65% owned) 1,115,232 1,675,408 (560,176) (560,176)
Towergate Financial (Huddersfield) Limited (59% owned) (139,117) 36,066 (175,183) (175,183)
Towergate Financial (North) Limited (59% owned) 538,668 546,677 (8,009) (8,009)
Towergate Financial (East) Limited (63% owned) 21,661 115,828 (94,167) (94,167)
Moray Firth Insurance Brokers Limited (90%owned) (441,691) (138,736) (302,955) (302,955)
Magellan Risk Management Limited (JV) 253,234 236,637 16,597 16,597
Towergate Financial (London) Limited (56% owned) 446,901 351,010 95,891 95,891
Towergate Financial (West) Limited (65% owned) 1,166,707 2,312,781 (1,146,074) (1,146,074)
Towergate Financial (West) Holdings Limited (65% owned) 6,496 (3,292,310) 3,298,805 3,298,805
Towergate Financial (Group) Limited (65% owned) 12,110,916 12,054,358 56,558 56,558
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28. Controlling Party

At 31 December 2010 Mr PG Cullum, the Chairman, was the controlling party, by virtue of his controlling interest in the share capital of Towergate Partnership

Limited. Mr PG Cullum ceased to be the controlling party on 11 February 2011 (see note 30).

29. Contingent liabilities

On 1 November 2006 the parent company refinanced its borrowings with a syndicate of banks, led by the Bank of Scotland and Lloyds TSB (‘the Banks’). A
guarantee and debenture have been granted over the shares and the assets of the Company in favour of the Banks, under the terms of which all monies due or
which may become due from the Company, or other group companies listed below, to the Banks, are guaranteed. The amount due by group companies at 31
December 2010 was £505,713,307 (2009: £539,251,483). The group companies involved include principally:

Towergate Partnership Limited
Towergate Underwriting Group Limited
Fusion Insurance Holdings Limited
Fusion Insurance Services Limited
Broker Network Holdings Limited

The Broker Network Limited
Towergate London Market Limited
The Hayward Holding Group Limited
Hayward Aviation Limited
Paymentshield Group Holdings Limited
Paymentshield Limited

On 10 December 2007 (as amended and restated on 26 September 2008 and as further amended and restated on 27 April 2009) Paymentshield Group Holdings
Limited refinanced its borrowings with Lloyds TSB Bank plc (‘the Bank’). A guarantee and debenture have been granted over the shares and the assets of the
Paymentshield Group Holdings Limited in favour of the Bank, under the terms of which all monies due or which may become due from the Paymentshield

Group Holdings Limited, or other group companies listed below, to the Bank, are guaranteed. The amount due by group companies at 31 December 2010 was
£21,760,370 (2009: £26,974,415). The group companies involved include principally:

Paymentshield Group Holdings Limited
Paymentshield Limited
Paymentshield Holdings Limited

Paymentshield Life Underwriting Services Limited
Al of the borrowings noted above were repaid on 11 February 2011 (see note 30).

In the normal course of business, the company may receive claims in respect of errors and omissions. No material adverse financial impact is expected to arise from

these claims.
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30. Post Balance Sheet Events

On 11th February 2011 the following transactions were completed:

¢ A new ultimate holding company, Towergate Partnershipco Limited, was created in which funds managed by Advent International invested £200m.

¢ The existing ordinary shareholders of Towergate Partnership Limited exchanged their shares for shares in Towergate Partnershipco Limited.

¢ Towergate Partnership Limited and its subsidiary companies repaid all of the existing bank debt facilities outstanding at that date.

¢ The Preference Shares and Junior Preferred Ordinary shares previously issued by Towergate Partnership Limited were redeemed in full.

¢ Towergate Partnership Limited, through one of its subsidiary companies, Towergate Finance P, issued a Senior Secured Note and a Senior Note
totalling £520m.

¢ Towergate Finance Plc also put in place new loan facilities of £410m led by Lloyds Banking Group plc and supported by a syndicate of banks. Of the
facility £90m was not drawn at closing.

¢ Towergate Partnership Limited, through one of its subsidiary companies, acquired 100% of the shares of Countrywide Limited and PowerPlace Limited
from Broomco (4099) Limited.

As a result of the restructure of the group’s debt facilities Towergate Finance Plc is the new borrower of the group’s debt and Towergate Partnership Limited is now

outside of the debt security arrangements.

A guarantee and debenture has been granted over the shares and assets of Towergate Finance Plc in favour of the lenders to the £410m loan facility and the
Senior Secured noteholders (the “Secured Parties”) under the terms of which all monies due or which may become due from Towergate Finance Plc, or other

group companies listed below, to the Secured Parties are guaranteed. The group companies involved principally are:

Towergate Finance plc

Towergate Holdings Il Limited
Towergate Holdco Limited

Fusion Insurance Holdings Limited
Fusion Insurance Services Limited

The Hayward Holding Group Limited
Hayward Aviation Limited
Paymentshield Group Holdings Limited
Paymentshield Holdings Limited
Paymentshield Limited

Broker Network Holdings Limited

The Broker Network Limited

The TF Bell Group Limited

TF Bell Holdings Limited

Townfrost Limited

Towergate Underwriting Group Limited
Towergate Risk Solutions Limited
Towergate London Market Limited
Oyster Risk Solutions Limited

TL Risk Solutions Limited

Following the Group restructure Towergate Partnership Limited became an immediate holding company and Towergate Partnershipco Limited became the ultimate

parent company. Mr PG Cullum ceased to be the controlling party of the group.

Towergate Partnership Limited

Registered Office: Towergate House, Eclipse Park, Sittingbourne Road, Maidstone, Kent, ME14 3EN
Tel: 0844 892 1500 Fax: 0844 892 1501

Registered in England No: 3405221

www.towergate.com









E fﬂﬂ@ﬂ

519

AR =

e AETNTE 17 )
' VT # BN LIRSS
N e iy - : g 3 il %
B 1 : . -"' " . 4 il "lll =




WSURER (PNCE Br, <
&y 4:';\ 7/ S
5 & (

) N7
C S < @ r Private Company
RS ARt BIBA
artner
www.towergate.com

This document is printed on 80% recycled paper



