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Welcome to Saga plc’s annual report and accounts.

Saga exists to make the lives of retired people better. In the

65 years since Saga was founded, we have become the leading
provider of services for customers aged 50 and over. We have
achieved this by listening carefully to them, and by understanding
their specific needs better than anyone else. We try to put our
customers first in everything we do.

We want to do the same in this annual report. It tells you what
we’ve been busy with in the past year, where the business is today,
and where we are going next. By listening to our customers and
meeting their needs, we believe we will grow Saga and deliver real
value to our shareholders.
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HIGHLIGHTS OF OUR JOURNEY

A year of We delivered both

customer and profit

progress growth during the year.

14.9% T

Core motor policies sold

—> Read more on page 34

85% T

Core insurance policies sold

2 Read more on page 34
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' 23% 7T

Core home insurance policies sold

— Read more on page 35

Anne Ware, Travel Sales Adwviser,
Saga Holidays

99% 7T

Number of holidays passengers

—> Read more on page 36

Motor combined operating ratio
—> Read more on page 34

Ship passenger days delivered
on our award winning cruise ships

—> Read more on page 36
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OUR BUSINESS AT A GLANCE

Saga celebrates its 65th anniversary this year,
and has become the UK’s leading business

focusing purely on the over 50s.

Business areas

Insurance

Our award winning insurance
business is the largest part of
the Group, providing tailored
products and services ranging
from motor to pet insurance to
over 2m customers per year.

Operations
* Insurance
* Underwnting

— Read more on page 34

Travel

Qur award winning trave! business 1s
at the heart of the Saga brand, taking
over 250,000 passengers a year all
over the world on package hohdays,
escorted tours and cruises.

Operations

s Saga Cruises
* Saga Holidays
* Titan

* Destinology

=> Read more on page 36

Emerging businesses

Emerging businesses includes
our personal finance, homecare,
publishing and printing operations
as well as new development

areas for the long-term growth

of the business

Operations

* Personal finance

+ Saga Investment Services

« Homecare Saga Homecare, Patricia
White's, Country Cousing, Saga SOS

* Saga Publishing

* MetroMal

» Retirement villages

=» Read more on page 37
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The Saga Model

What differentiates Saga and what
makes custorners choose us over other
providers The Saga Model drives our
onNgoiNg success

A great brand a trusted brand with
97% recognikion amongst the UK's
over 50s, allowing us to provide added
value, farly priced products across
multple categories

Differentiated products: we listen
to our 2 7m customers and the 11 2m
people on cur database to gain insight
and taillor products and services
specifically for them

Umque route to market direct
access to 11 2m individuals through
our database across multiple channels

Outstanding service our customers
know what good service fooks like,
expect the best, and recognise 1t
when they get it
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Investment case

Targeting a growth demographic
The over 50s are the fastest growing
demographic in the UK In 2013

there were 22 8m over 50s', a number
that 1s forecast o grow by 27 6% to
approximately 29 1m by 2033', meaning
they will represent 40% of the UK's
population' The 65-75 and 75+
segments are predicted to increase

at an even greater rate over the same
perod, by approximately 34% and 70%
respectively! This 1s important, as those
aged 65 or over are particularly strong
contributors to the success of

the Group

—>» Go to page 11 for more information

A strong, capital efficient
business model

Saga 1s focused on the development
of products and services specifically
for our customers We then find the
best way 1o create those products,
be it in-house or teammg up with

a best In class partner to produce
them to our exacting standards

Profit growth, cash generation and sustainable shareholder returns

Our strategy

’. Unlocking growth in core
businesses of nsurance and travel

— Go to pages 8,19 and 20
for more information

2. Investing 1n future growth

= Go to pages 8, and 20
for more information

.3, Maintammng our simple and
efficient operating model

— Go to page 8 for more information

In a majonty of cases, Saga uses third
party providers, meaning we have very
little capital at nsk and are afforded
some protection against the impact

of market conditions In the year to
January 2016, 77% of all our trading
profit was generated by activities
where we had no capital at nsk

=> Go to page 13 for more information

Consistent financial delivery and
cash generation

Group profits have grown year-on-year
for the past five years Our capital
efficient business mode! also means
we are highly cash generative, with the
majority of our profit after tax converted
nt¢ cash after tax This gives us the
flexibility to continue to grow whilst
paying down debt and growing
long-term returns to shareholders

via our progressive dividend policy

- Go to page 40 for more information

Growth potential in the core
businesses of insurance and travel
Our award winning core businesses

of insurance and trave! are well placed
to grow from relatively modest shares

of the market for the UK's over 50s

We have delivered growth across our
core business this year and have a clear
strategy in place for growth in the future

—» Go to page 34 for more information

Growth options for the future

We are continuing to dentify and
assess new development areas for

the long-term growth of the business
Qur activities include the development
of our recently launched investment
management business, Saga lnvestment
Services, and our ongoing pilots In
homecare and retirement villages

=> Go to page 37 for more information

! ONS poputation projections CEBR analysis

Strategic priorities for the coming year

/n Becoming an ever more
customer-centric organisation

= Go to page 18 for more information

4. Investing for future growth
— Go to page 20 for more information

2 Growing our insurance businesses 45. Developing our people

= Go to page 19 for more information

'./7'. Growing our travel bustnesses
= Go to page 20 for more information

=» Go to page 21 for more information
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CHAIRMAN'’'S STATEMENT

Strategic and financial
delivery leading to enhanced
shareholder returns

am dehghted to present a strong

set of results in an important year

mn the history of Saga This year

marks the 85th anniversary of the

foundation of our business when

Sidney De Haan, the owner of the
Rhodesia Hote! In Folkestone, started
offering off-peak holidays to retred
people His insight into our customers’
needs was the start of the Company
you see today

Andrew Goodsell
Chairman

During all of our 65 years our focus on
customer needs has been the driving
force behind the growth of the business
They remain at the heart of everything
we do and our model 1s underpinned
by the provision of exceptional levels

of customer service

We benefit from a diverse and
supportive shareholder base | am
delghied that many of our customers
extended therr affiruty with the brand
through therr continued ownership of
the Company We have also been
fortunate to attract a broad range of
high-profile, long-term institutions to
our share register This combination
supports our ability to deliver long-term
sustainable returns and | would like
to thank our shareholders for therr
ongoing support

| am very pleased to announce that we
have taken the decision to increase
shareholder distnbutions through our
progressive dividend policy This 1s an
important decision and one that reflects
the Board's confidence in the
sustainabibity of our dividend policy
given our conbnued strong profit and
cash performance, the evolution of our
capial efficient model, and our plans
to generate additional free cash flow

06 SAGA PLC ANNUAL REPORT AND ACCOUNTS FOR THE YEAR ENDING 31 JANUARY 2016




Our proposed total dividend for the
year of 7 2p equates 1o a payout ratio
of 57% of net earnings’, an increase
on last year and higher than market
expectations We are also increasing
our target payout range going forward
from 40%-60% to 50%-70% of net
earnings The dividend will be pad

on 30 June 2016 to holders of crdinary
shares on the register at the close

of business on 13 May 2016

The new team members we have
welcomed during the past twelve
moenths, both to the ple Board and our
Executive Team, have had a marked
Impact on the thinking and leadership
within the business | would like to take
this opportunity to thank them all for
therr input so far and to thank the entire
plc Beoard for their invaluable
contribution throughout the year

Finally, 1 would like to thank all of our
employees The energy and commitrnent
of the whole team at Saga, led so
effectively by our Group Chief Executive
Officer, Lance Batchelor, 1s the driving
farce behind our ongoing success and
without them we could not maintain

the exacting standards our customers
expect on a day to day basis

Andrep Goodsell
Chairman
18 Apnl 2016

' 57% of net earnings excluding the ong-off
benefit of tax losses acguired from Acromas

Governance
highlights

2> We bullt on the governance structure established last year
— our governance framework supports and sets the tone
for the strategic direction of the business

> Our processes ensure good stewardship whilst allowing
us to grow

2> First AGM held in June 2015 - all resolutions passed
with a significant majority and all directors standing for
re-election re-appointed

> We now comply with the Corporate Governance Code
2014 {'the Code’) recommendation that half of the Board
are independent Non-Executive Directors

> We conducted our first Board and Committee evaluation exercise

and agreed action plans to focus on areas of development

=2 Go to page 50 for more information on our governance

Hazel Matthius, Cruise Adviser, Saga Holidays

ANNUAL REPORT AND ACCOUNTS FCR THE YEAR ENDING 31 JANUARY 20168 SAGAPLC

a7

o
=
=

o

-
@
Q
o

)
o

T

<]

-




GROUP CHIEF EXECUTIVE
OFFICER’S STRATEGIC
REVIEW

Implementing our clear
strategy for growth

Overview

In our second set of prelimmnary results,
I am again pleased to be able to report
that we have succeeded in delivering
on our obyjectives of growing customer
numbers and profits

Growing customer numbers across
all core areas of the business s a

key element in cur long-term success
Sustainable growth of our customer
base enables us to bulld long-term
relationships and we know that the
longer customers spend with us, the
more they benefit from our growing
range of products and services

Financially, we have grown Trading
Profit by 5 2% to £211 Om, profit before
tax by 54 8% to £176 2m and basic
earnings per share by 54 7% to 13 3p
Furthermore, our avallable operating
cash flow i1s up by 9 3% to £178 1m
and our net debt to EBITDA ratio has
reduced to 2 3x

Clear strategy and delivery
Everything we have achieved this year
has been a result of the successful
implementation of the clear strategy for
growth we laid out In early 2015 Put
simply we have continued to grow our
core businesses and invest in future
growth whilst mantaining our efficient
operating madel

1 Unlocking growth in our core
businesses of insurance
and travel

— We have delivered customer growth
across all of gur key insurance
lines, supported by our expanded
insurance footprint through the
motor panel launch

— We have increased passengers
In our tour operating business
and increased passenger days
on our ships

~ We have put the right team In place
to make more of our database and
deliver our multi-channel marketing
actvities

“We have continued to grow our core
businesses and invest in future growth whilst
maintaining our efficient operating model.”

This performance, atongside our plans
to generate addiuonal free cash flow In
the future, has enabled us to propose

a significant increase in the dividend
paid to shareholders and increased

the range for future dividends This

1s a meaningful change, and one that
signals our commitment to driving
shareholder returns through sustainable
dmdends going forward

2 Investing in future growth

— We have announced our investment
in new shipping capacity which wall
significantly change the proiit
frajectory of our travel business
once delvered

— Qur investment management joint
venture, Saga Investment Services,
was up and running ahead of the key
end of tax year penod

— We have successful pilots ongoing
In new product areas

3 Mantamning our simple and
effictent operating model

— QOur model continues to generate
strong cash flows

— We have undertaken a review
of the capital allocated to our
underwriting business

— We have disposed of a non-core
asset, Alled Healthcare

Generating additienal free

cash flow

Duning the year we carried out a fu'l
review of our approach to pricing
underwriting risk and the deployment
of capital within our underwnter, AICL
The review looked at pricing and capital
allocated to AICL when placed against
the Group’s engoing aim of balancing
short-terrm earnings growth, investment
for future growth and generating
additional free cash flow to enable
enhanced returns to shareholders

As a result of this, we

— launched a panel in our motor
business to allow us to offer
competitive products to a broader
range of customers without putting
additional capital at nisk,

— eniered into a quota share
arrangement with NewRe, a
subsidiary of Munich Re, the world’s
biggest rensurance group, to allow
capital to be gradually released from
the underwnter, and

— priced underwrniting nsk to better
reflect our excellent underwnting
performance, increasing
competitiveness n our core market
and accelerating cash and profit
generation

As aresult of these changes we will
generate addivenal free cash flow

08 SAGA PLG ANNUAL REPORT AND ACCOUNTS FOR THE YEAR ENDING 31 JANUARY 2016




in the future, enabling us to continue

to deleverage and increase returns to
shareholders through dwidends more
quickly than we had previously indicated

Strategic priorities for the

coming year

To deler leng-term, sustainable value
for our shareholders we aim to achieve
the nght balance betwaen short-term
earnings growth, medium-term customer
growth, capital allocation and returns to
shareholders via dvidends To continue
o deliver this, our strategic objectives
for the coming year are

1 Becomng an ever more
customer-centric organisation
—> Go to page 18 for more information

2 Growing our Insurance
busmesses
— Go to page 19 for more information

3 Growing cur travel businesses
= Go to page 20 for more information

4 Investing for future growth
— Go to page 20 for more mformation

5 Developing our people
—> Go to page 21 for more information
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GROUP CHIEF EXECUTIVE
OFFICER’'S STRATEGIC
REVIEW CONTINUED

Strong sentor team

During the year we completed a number
of new senior hires including Jonathan
Hill, Group Chief Financtal Officer,

Matt Atkinson, Group Chisf Marketing
Officer, Karen Caddick, Group Human
Resources Director, and MNici Audhlam-
Gardiner, Managing Director of Saga
Investment Services

The skills brought to the business by
these new team members, combined
with the existing talent across the
Group, have allowed us to apply new
thinking to our operating model, look
for new oppertunities and attain deeper
customer understanding

| welcome them all to the business and

| am confident that we now have in
place the nght team to delever our plans
for future growth

Conclusion

| am pleased that we have grown
customer numbers, profits and
dmidends whilst continuing to delever

With increasing insurance customer
numbers supported by the motor panel
and the ongoing growth of our travel
businesses, we expect to continue to
deliver steady growth in Group earnings

10

before the delivery of our new ship In
2018 Additonally, as our mode! evolves,
with increased free cash flow resulting
from lower capital in our underwnter,

we expect to be able to pay higher
dmvdends combined with ongoing
reductions in our leverage

The continued evolution of our model
will posttion us to generate tigh quality
and more resilient earmings, further
supporting our enhanced dimdend
policy going forward -
In light of the ongoing debate surrounding
the result of the UK’s ferthcomimg
referendum on membership of the
European Union, because of the Group’s
diverse nature, we believe the result of the

The nght mix
Introducing our Executive
Management Team
1 Karen Caddick
Group HR Dwector
2 Jules Christmas
Group IT Director
3. Roger Ramsden
Chief Executive, Insurance

4 Andrew Button
Chief Executive, AICL

EU referendum 13 unlikely to have

a matenal mpact on the business

We are, however, continuing to monitor
the situation closely

Woe have a clear strategy in place
to continue to grow our underlying
businesses and we have made a
positive start to the current year

e

Lance Batchelor
Group Chief Executive Officer
18 Apnl 2016

5. Jonathan Hill
Group Chief Financial Officer

6 Lance Batchelor
Group Chief Executive Officer

7 Matt Atkinson
Group Chief Marketing Officer
8 Nici Audhlam-Gardiner
Managing Director, Saga
Investment Services
9 Andrew Strong
Chief Executive, Travel
and Wealth Management
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MARKET OVERVIEW

Overview of our
target market

As pointed out In the iInvestment case
on page 5, the over 50s are the fastest
growing demographic in the UK

The over §0s are also the most affluent
and influential Individuals in the UK with
varied, complex and evolving needs
and a very clear view on what good
customer service Iooks ike They ocwn
68%’ of the UK's household wealth
and account for nearly 40%! of the
UK’s household expenditure

We work constantly to understand
and cater for this group and provide
products and services across multiple
categones including insurance, travel,
personal finance and publishing

Projected growth of the UK's over 50s

Source CEBR {Centre for Economic and Busingss Research) based on the ONS wealth and assets survey

{WAS) Ipsos MORI and ONS Cebr Analysis

Macro conditions

While the gver 50s are not immune

to macro events, they tend to be more
resihent dunng times of economic
stress This 1s because they tend to
rely on pansions, savings and pools
of acquired assets This s especially
true for the ABC1 households, which
form the core of Saga’s target
customer base

Factors which further enhance this
economic resilience include

— Low debt levels

— Fewer fixed costs

— Younger members of this group
benefiting from inheritance from
the clder ones

Our core businesses of Insurance
and travel are, however, inked to
the economic cycle, and there I1s

a possibilty for altered behaviour
amongst our customers depending
on the stage of the cycle

In suppressed economic conditions for
example, the frequency and severity of
motor mnsurance claims have a tendency
fall as people drive less Whilst we have
not seen this from our customer base
In the past twelve months, the opposite
can also be true, with Increasing
economic activity and lower fuel prices
leading to more miles being driven and
an increase In the frequency and
seventy of motor insurance claims
Durning a longer dowrturn, as
¢onsumers come under increasing
pressure, some may choose to
downgrade therr level of insurance
cover, or withdraw from certain
insurance products entirely

In the travel sector, consumers may
choose to travel less or purchase
cruises and holiday packages with lower
pnce tags Given its entirely discretionary
nature, some consumers may cease

{0 {ake cruises or holidays altogether

1 CEBR {Centre for Economic and Business
Research) based on the ONS wealth and
assels survay (WAS), ([psos MORI
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MARKET OVERVIEW
CONTINUED

During a penod of strong economic
actmwity, demand for discrebionary
style products, such as all our travel
products, and some Insurance
products, such as private medical
and home insurance, may Increase
Consumers' appetite for more
sophisticated products with supenor
levels of cover may also increase
Simitarty, consumers will tend to opt
for more expensive holidays, or take
more holidays on an annual basis

Regulatory and political change
The over 50s n the UK are highly
influential pohtically, as they tend to
form a larger proportion of the active
electorate than other segments of
the population

We aim help our customers by engaging
on the 1gsues that impact them most
Where relevant, we aim 10 provide new
products and services that support them
following times of regulatory change,
such as Saga Investment Services

Saga as a regulated business
Saga operates in regulated sectors,
notably in financial services and
travel The regulatory environment

15 centinuously evolving and Saga
maintamns excellent relabionships with
its regulators in order to ensure that
we remain abreast of any changes
that could impact our operations

We take our responsibility towards

our customers senously and stnive

o go the extra mile for them We
recognise that some may need extra
help This additional support ranges
from contacting those who haven't
changed therr policy details for a
number of years, in order to make sure
their insurance needs haven't changed,
to identifying vulnerable customers and
providing them with a dedicated team 1o
assist with any clam thay might make

The competition for customers
Saga operates across multiple sectors,
but we have modest market shares

in all of our sectors and compete with
multiple providers Whilst we have

a strong position and are growing
customer numbers, we do not have a
monopoly when it comes to the UK's over
50s, whose substantial buying power
1$ attractive to all market participants

Saga however does have the advantage
of only focusing on serving the needs of
the over 50s, allowing us to differentiate
our offering from competitors who need
to provide products and services that
wark for customers of all ages

This, n combination with our focus on
growth across the Group, means we
are 10 a strong position to leverage

our mode! to continue to grow profitably
our market share throughout all our
operating divisions, and capitalise on
the new opportunities we identify

12 SAGA PLC ANNUAL REPORT AND ACCOUNTS FOR THE YEAR ENDING 31 JANUARY 2016




OUR BUSINESS MODEL

The Saga Model

The Saga Difference

Saga exists to make the lives of retired
people better At the heart of our
business model, therefore, 1s our drive
o know more about our customers’
wants and needs than anyone else

so we are best placed to serve them

Based on our insight, we design the
products and services that our customers
want Wa then decide the best way to
produce them, either in-house or through
a thurd party prowder This decision s
based upon a number of factors including
the best outcome for the customer, how
best to access specialst skills and
knowledge, and the best use of capital

Where third parties are used, our
partners sign up to provide a Saga
product, designed and tailored
specifically for our customers and
delivered to Saga specified levels
of customer service

tn a majonity of cases, Saga uses third
party providers, meaning we do not
have any capital at nsk

One of our core skills 1s the ability to
manage our pariners’ provision of
products and services to Saga customers
Wea constantly monitor customer service
feedback and quality and will, where
necessary, change prowders to ensure
custormers receive the Saga expenence
however they interact with us

These products and services are
delivered, through The Saga Model,
the things that define our business

A great brand a trusted brand with
97% recognition amongst the UKs
over 50s, allowing us to prowide added
value, farrly priced products across
multiple categores

Differentiated products we listen
to our 2 7m customers and the 11 2m
people on our database to gain insight
and talor products and services
specifically for them

Unique route to market drect access
to 11 2m indwiduals through our
catabase across multiple channels

Outstanding service our customers
know what good service looks like,
expect the best, and recogrise it when
they get it

Saga's flexible and capital efficient
model! has a strong track record of
resillience and growth

It allows us to access the very best
providers of products and services

in any given market, to enter new
markets very quickly and, with no
capital at nsk in the majonty of casas,
provides some protection agamnst the
impact of market conditions

The breadth of our offering alsc
provides protection against product
specific risks, allowing us to focus our
resources on the areas of the business
that have the most potential for growth

Our capital efficient business model also
means we are highly cash generative,
with the majonty of our profit after tax
converted into cash This gives us the
flesability to continue to grow whilst
paying down debt and growng long-
term returns to shareholders via

our progressive dwidend policy

Source of Trading Profit!

® Broked and other - 77%
® Manufactured - 23%

' Manutfactured ts Trading Profit from AICL
Underwnling, Cruising, Healthcare, Media
and Central Costs, broked and cther Is
Trading Profit from all other operations

Trading Profit by Division2

® Home insurance — 27%

® Motor insurance — 50%

® Other insurance — 13%

® Hokdays - 5%

* Cruising - 3%

® Emerging businesses - 2%

2 Excluding Central Costs

ANNUAL REPORT AND ACCOUNTS FOR THE YEAR ENDING 31 JANUARY 2016 SAGA PLC
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OUR STRATEGY

Clear strategy

%

KPis

_9

Strategic delivery

Year ending 31 January 2016

RN

1. Unlocking
growth in our
core businesses
of insurance
and travel

! 2. Investing in
future growth

3. Maintaining
our simple
and efficient
operating
model

Active customers

2.66m T 263m

1. Unlocking growth In cur
core businesses of
Insurance and travel

Average number of products

257 { 2.63m

Trading Profit

L2M.0m 1 s2%

Profit before tax

LI176,2m 1 sasx

— Deliverad custorner growih across all
of our key insurance lines, supportad
by our expanded insurance footprint
threugh the motor panel launch

— Increased passengers In our tour
operating business and increased
the utihsation of our ships

— Put the right team in place to make
more of our database and delver our
multi-channel marketing activities

2. Investing in future growth

— Announced cur investment in new
shipping capacity which will significantly
change the profit trgjectery of our travel
business once delivered

— Saga Investment Services up and running

Earnings per share

I33p t5e

Dividend per share

7/ 2/.7 T 756%

¥

Avaiulable operating
cash flow

LI78.Im 1 034

Debt ratio

2.3x Lo

ahead of the key end of tax year period
— Successful pilots are cngoing In naw
product areas

3. Maintaining our simple and
efficient operating model

— Model continues to generate strong
cash flows

— Undertaken a review of the capital
allocated to our underwriting business

— Disposed of a non-core asset,
Alled Healthcare

14 SAGA PLC ANNUAL REPORT AND ACCOUNTS FOR THE YEAR ENDING 31 JANUARY 2016




Measuring
success

%

Strategic priorities
Year ending 31 January 2017

%

Core insurance policies sold

2,908k

T 8.5%

Holiday passenger days

189

T 9.9%

Core trading profit from insurance
and travel

£Z30.3m T 9.4%

SIS up & running
by key tax season

Announced investment
In new shipping capacity

Motor pane! launched
5 underwniters in place

Quota share signed post
year end
75% of risk in AICL reinsured

Sale of Alied Healthcare

1. Becoming an ever more
customer-centric
organisation

—> Read more on page 18

2. Growing our insurance
businesses

—> Read more on page 19

3. Growing our travel
businesses

—> Read more on page 20

4. Investing for future growth

—> Read more on page 20

5. Developing our people

> Read more on page 21
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priorities




Our strategy has been developed
to deliver long-term shareholder
value through growth in the core
businesses and capitalising on
the long-term value identified in
our new business opportunities.

These are our strategic prionities for the coming year.
They build on our achievements so far and are the next
step in the long-term delivery of our strategy




DELIVERING
OUR PRIORITIES
CONTINUED

/

Becoming

an ever more
customer-
centric
organisation

Over 65 years, we have bullt up a very
deep understanding of our customers
and our target demographic
Traditionally, thus insight has been
used to develop products and gauge
important charactenstics of the
customer, such as propensity to buy
travel products and renewal dates for
insurance policies

With our new marketing team In place,
we have the capability to do much more
with the data we have at our disposal
Our aim s t0 make Saga a truly
customer-centric organisation, allowing
us to respond even more effectively to
our customers” wants and needs and
help them to put more of Saga in

their hves

At the heart of these plans s an
understanding of how our customers
are changmng and how we are adapting
to meet ther needs By focusing on the
way a customer's life changes up to and
n rebrement, we have an opportunity to
bulld on our current strong position o

ensure our relevance and appeal to our
target market in the future

Our plan for delvery 1s multi-faceted
and includes

— Customer insight as the meaning
of retirement changes for our
custorners, we need to understand
that change more than anyone else
and remain relévant to the changing
needs of our customers and
differentiate accordingly

— The customer journey moving
from a very successful, direct
marketing model to a multi-channel
model that simphfies the customer
journey We can personalse the
cusiomer expenence, develop a
deeper understanding and deliver
more efficient and personatised
communications

— Helping the customer to ‘put
more of Saga n their hves'. We
will work to create a customer view
of relationships with Saga to help
identfy and reward those who

engage with Saga on multiple lsvels,
improving the average product
holding per customer

— The brand the Saga brand s a vital
part of the Saga business with 97%
recognition amongst the UK's over
50s We will continue to increase our
relevance to our target customers
and help shift recognition and
awareness into conversion

Understanding the customer has always
been at the heart of what we do in order
ta provide leading products and
services Our renewed focus on the
customer's journey towards retirement
gives us the opporturity to enhance this
approach 1o help ensure Saga remains
the UK's chosen provider for customers
that are in, or thinking about, retirement,
well into the future
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Growing our
insurance
businesses

As the targest part of the business by
customer numbers and earmngs, our
insurance operations play a wital role in
the delivery of growth across the Group

Qur business model provides us with
the flexibihity to balance growth in
customer numbers and profit across
our insurance business, depending
on market conditicns or our strategic
ams To delver long-term growth for
the Group, we have targeted growth in
customer numbers and have detivered
policy growth across all of our major
insurance Iines in the past year

We will continue to builld our insurance
customer base and encourage loyalty
amongst these customers with the aim
of increasing the average number of
products held, both within our insurance
business and across the Group

Much of this growth will be driven

by the development of the motor
insurance panel, allowing us to prowids
competitive quotes for a broader range
of customers than we could in the past
Additionally, we will continue to improve
our product propositions through
enhanced customer insight and
understanding, allowing us to further
differentiate our products from the
broader marketplace

Finally, we are focusing on engaging
with our customers on a multi-channel
basis to ensure our customers receive
the same Saga experence regardless
of how we interact We are therefore
working across the Group to ensure a
joned up, easy, personal and engaging
customer experience through whichever
channel {in person, by phone, by letter
or digitally) our customers are most
comfortable with

Ashleigh Hatton,
Performance Consultant,
Performance Support Team,
Saga Holidays
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DELIVERING
OUR PRIORITIES
CONTINUED

3.

Growing our
travel
businesses

Qur travel business lies at the heart

of our brand It enables custormers to
experience Saga levels of service and
dedication in a unique way that many
of our competitors are unable to replicate

Growth across the travel business

will come from the delivery of more
targeted and sophisticated products,
making Saga's travel offerings more
contemporary through the development
of new and differentiated propositions

Matt Shearman, Holiday Sales
Adviser, Saga Holidays

We will work to leverage these new
propositions through marketing
initiatives that help to attract new
customers, particularly through the
enhanced use of digital channels as
our target customers become more
digitally active

Within our cruising business, we
will maintain the highest possible
standards of customer experience
on both the Saga Sapphire and the
Saga Pearl Il

4,

Investing for
future growth

The majonty of our short-term growth will
come from continuing to uniock the potential
in our core businesses of nsurance and
trave! At the same time, however, we are
putting in ptace the building blocks that
will support Saga’'s long-term growth plans

Some of these cpporturities are well
progressed, others are potentally exciting but
may not progress beyond the pilot stage As
always, we monitor progress extremely carefully
to ensure that we can deliver a product or
service that fifs wathin The Saga Model and
surpnises and delights our customers

New ships In September 2015 we
announced our decision to enhance our
excellent cruise business by updating our
shipping capacity In the year ahead we
will be working alongside our partner Meyer
Werft to finalise the design of the ship to
ensure Its delivery In 2019 The new ship
will be transformative for the operating
efficiency and prefitability of our cruising
business We expect cruises cn the new
ship to be on sale from 2017

Saga Investment Services With high street
barks and independent financial advisers
continuing to withdraw from the adwisory space
in the {ace of increased regulatory pressures,
we identified a significant gap in the market for
gualty financial advice from a trusted provider

In November 2015 we launched Saga
Investment Services, our investment
management joint venture with Tilney
Bestinvest, to fill this gap The business
offers everything from SIPPs to a personal
advisory relationship, with all products
transparently and farly priced

Our aim s to grow Saga Investment Services
to become, In time, a meaningful contributor
to our earmngs

New opportunities We continue to

identify gaps in the market where the UK's
over 50s could be better served through the
implementation of the Saga Model We test
these opportunities through a seres of pilots
such as the ones we are currently running in
private pay homecare and retirement villages
This allows us to gauge therr potential before
slowly scaling the business up Into a meaningful
profit contnbutor In the coming year we will
continue to asses our current pilots and,
subject to them proving their viability on a
larger scale, start to expand them further
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5.

Developing
our people

Qur people are central to everything
we do and as such, ther ongoing
development plays a key role in the
successful delivery of our strategy

We now have a strong team in place
throughout the business and last year
we started to put in place the tools we
need to support therr development and
enhance therr engagement, ensuring
we maximise the talent we have

The implementation of ‘The Saga Way'
will contnue, makmg it a key responsibility
for every leader within the business

We will also increase our investment in
leadership and management capability
across our Executive Team, our top team
and all servor [eaders wathin the business

Mackenzie Carne, Service Delivery Development Team Assistant, Saga Insurance
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OUR RESOURCES
AND RELATIONSHIPS

Our culture drives
our performance

ur values inferm who we are

and how we work — they

are brought to life every

day by our people There

are a number of key assets,

beyond the financial, which
are wital to the functioning of our business
and the delivery of our strategy

Brand

65 years ago our founder, Sidney De
Haan, identified that retred people had
different travel needs Ever since, Saga
has continued to focus on understanding
ther wants and needs We have used this
insight to create a range of high-qualty
products and services, which have
delivered sustained growth This 1s aided
by the high regard and warmith felt for
the Saga brand

Saga I1s now one of the UK's most
recognised and trusted consumer
brands and 15 synonymous with the over
50s market We are known for quality
products and services, and excellence
n customer service We achieve high
levels of repeat business and acquire
new customers without needing to rely
heavily on costly third party advertising

Qur focus on a personal, more direct
approach 15 appreciated by our
customers, as 1s the fact that people can
deal with us In the way that suits them

22

Rebecca Johncock,
Cruise Adviser,
Saga Holidays




People

Saga's success relies upon having

highly engaged employees committed

to delivering exceptional service to

our customers Bulding exceptional
engagement requires a positive high-
performing culture and at Saga we see
this as a key prionty of leadership In 2015
we were delighted to see a significant
improvement in our employee engagement
levels which are now over 80%, above the
UK norm, and we have plans to improve
this further We made big stndes forward
In 2015 in bulding a comprehensive
employee communication strategy We
have a suite of two-way communication
forums {o ensure we are really listening
to the views and opirions of our people
on how we can continue to iImprove Saga
for staff and customers We also made
significant improvernents to our employee
benefits with an 1ssue of free shares to all
of our people in Juty 2015 to enable them
1o share In cur success and also to ahgn
them with our continued growth and
profitability We also launched a new
Share Incentive Plan and we are delighted
with participation levels Sirong alignment
of our employees with our business
success Is really important to us

In 2015 we also launched the ‘Saga
Way', which crystallises the culture we
want at Saga with a strong emphasis
on exceptional customer care and gvng
our people a strong voice In ensunng
that we consistently deliver Our culture
1 focused on allowing people to be
brave, challenging ourselves {o deliver
the best customer service throughout

Julie Birchmore, Holiday Sales Adviser, Saga Hoidays

our business and supporting each
cother to do our best work Building this
high-performance and high-support
culture 1s a key part of every leader’s
responsibility at Saga

We continue to mwest in our leadership
and management capability In 2015

we impraved our approach to reviewing
talent at all levels of our business We have
clear plans in every team to accelerate
development and allow people to fulfil
ther potental We are also focused

on enabling pecple to develop across
different parts of our Group. because

we know that this dwersity of expenence
15 great for our people and our customers
The Saga Way Academy continues to
deliver high-quality trasning, linked to our
business plans, for all of our employees

Diversity and having an employee

base that brings different perspectives,
backgrounds and ways of thinking 15 very
important to our business and we am to
make this easier to deliver by providing
flexible working We help people o

grow through biannual performance
development reviews and career planning
discussions -~ the latter have just been
introduced this year Our open and
suppartive culture also encourages
people to speak up if they have 1ssues
that they want to raise, and we support
this with whistleblowing arrangementis
that are regularty communicated

Our goal 1s to be the best employer

in the South East and beyond and we
have strong leadershup commitment
with a clear plan to delver this
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OUR RESOURCES
AND RELATIONSHIPS
CONTINUED

John Freeman, Sales Adviser,
Retirement Villages

Gender diversity January 2016

Male Female
Total
Actusal % Actual %
Board* 7 78% 2 22% 9
Serior managers? 95 65% 51 35% 146
Employees? 1,880 44% 2,499 56% 4,479

1 Diractors of the Company including executive and non axecutive
2 Al dvasional Board Diractors, and employees with strategic input and influence
3 All Saga employees (including Directors and seruor managers)

Human nghts

Saga conducts business in an ethical
and transparent way Policies {0 support
recognised human nghts principles
include those on non-discnmination,
heatth and safety and environmental
Issues Saga has a zero tolerance
approach to bribery and corruption

Health and safety

Saga 1s committed to protecting the
tiealth, safety and welfare of employees,
customers and anyone affected by

our operations We have a positive
health and safety culture and seek

to continuously iImprove health and
safety performance

We meet our obligations through the
development and implementation of
surtable policies and procedures
Beyond this, everyone in Saga has a
personal responsibility for health and
safety and for performing the actvities
they undertake 1in a safe manner

and this 1s regularly communicated

Keely Berwick, Holiday Sales Adviser, Saga Holidays

Community and social

Saga s a major employer in Thanet,
Folkestone, Hastings and Redhill

We recognise our responsibilites to
the communitigs from which we draw
potential recruits and also aim to be
a good neighbour to local restdents

We have made donations to Safer
Kent, a local cnme prevention chanty,
and provided raffle prizes for local
community groups The Saga Pavilion is
used by local arganisations, which this
year have included the Children’s Trust,
the MS Society, orchestral and choral
societies and sports associations At
the weekend the Enbrook Park HQ

car park 1s open for those visting

local shops, and the farmers” market
uses the site twice a month

The grounds and woods at our sites are
well maintained and open to the public
A new public footpath has been created
through Enbrook Park and a local Scout
group has established vanous habitats
to encourage wildlife

Saga has & strong social commentary
and campaigning aspect to its brand
refleching and giving voice to the
concerns of the nation’s over 50s This
15 achieved through a mix of published
research, public policy campaigns and
news commentary This buillds a
reputation for being an insightful and
trusted voice with the media and policy
makers for the concerns of those
approaching or in retirement During
the 2015 General Election, all party
leaders were interviewed in Saga
Magazine and the Prime Minister
launched his manifesto for older
people at an event for Saga
customers at our Hastings office

The Saga Respite for Carers Trust
provides holidays for famuly carers,

and the Saga Charitable Trust, which
celebrated its 30th anniversary in 2015,
supports projects in countries that gur
holiday customers wsit
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Our people and customers also donated
significant sums towards helping victims
of the Nepal Earthquake in April 2015 and
Saga Chantable Trust pronded matching
funding A £50,000 donation to the
Gurkha Welfare Trust was made by Saga
Chantabte Trust at last year's AGM

As one of the inaugural signatornes

of the Ministry of Defence’s Corporate
Covenant, Saga has shown a strong
commitment to staff who are in the
reserve forces and for service familkes
We also support local ar, sea and
army cadets and hold an Annual
Armed Forces Day staff BBQ that has
raised money for the Royal British
Legion, the Soldiers, Sailors, Airmen
and Families Association, and Help
for Heroes

Qur contact centres were used for
both Comic Relief and Children 1n
Need - which saw teams from arcund
the Company manning the phones

o take donations

Supplier partnerships

These relationships are fundamental
to our business model We work very
closely with our suppliers to deliver the
products and services to the standard
our customers expect

Once we have designed and tested
products and services, we decide how
best to source them for our customers
- in-house or from a third party

We are not a commission-based
business We design bespoke products
ourselves then look for the best possible
partners to supply them, comparing
them for service and value Over time we
can move f more appropnate, or better,
partners become avalable Our partners
work with us In this way because it 1s a
mutually advantageous relationship -
they benefit from our brand, customer
knowledge and access to an attractive
target market Saga, and Iis customers,
benefit from our partners’ expertise and
resources This also means that we
mantan responsibiity for delivery and
continue to own the relationship with our
customers, ensunng we ¢an manage the
customer experience at all times

Database and technology

Our multiple customer interactions
across a broad range of products

and services over many years have
enabled us to develop a sophisticated
proprietary Group Marketing Database

This database now contains highly
relevant data for 11 2m people and 9 1m
households, covering over 50% of over
50s households and over 80% of over
50s ABC1 households in the UK

Saga has a consistent focus on

data collection and we are constantly
re-confirming the data we gather
through over 128m interactions per year
By seling products and services directly
to customers, we capture informaton at
every point of contact and build a view
of the customer and changes n
behaviour over time

Our data analysts are then able

ta perform sophisticated analysis
such as customer segmentation and
propensity modelling, resufting in
targeted marketing This allows us to
introduce appropriate products and
services to customers in a highly
efficient manner with relatively low
customer acquisiion costs Importantly,
our database 1s exclusive to us we do
not share the information with third
parties for marketing purposes

Our main IT systems are developed,
supported and maintained in-house,
as many of the systems are a key

source of our competitive advantage

Most of our operating systems are
adapted to each business segment,

so apphication support 1s admimistered
by decentrabsed segment-specific
support functions In contrast, most of
our IT infrastructure, such as telephony
switches, data networks and server
rooms, are maintained by centralised
support functions

Data secunty and the threat of
cybercrime are key 1ssues and these
are covered in the Principal Risks and
Unceriainties section on pages 28-32

Ships

Qur ships are subject to an ongoing
programme of refurtishment and refits
to ensure a continued safe and efficient
operation and an environment that meets
our customers’ exacting standards and
expectations The cruise expenence 1S
the embodiment of Saga's foecus on the
needs of our customers and gives us an
opportunity to connect with custorners in
a way that none of our financial services
competitors can hope to achieve

Envirenment

The Group 1s sensitive to its
environmental Impact and ams to
operate in a manner that mmimises
negative impact, such as waste sent

to landfill, and invests in actvities

which have a positive iImpact on the
envirecnment, such as improved energy
efficiency We strive for continuous
improvement of our operattons 1o reduce
any potential mpact our business may
have on the environment Saga promotes
green travel options and has a network
of Saga minibuses that take people o
and from 1ts sites, and we also promote
a cycle to work scheme
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OUR RESOURCES
AND RELATIONSHIPS
CONTINUED

Total location-based emissions
{2015/16)

1 Scopal-92%

2 Scope2-6%

3 Scopald-2%

Greenhouse gas emissions report
This section has been prepared as per Section 7 of The Companies Act 2006
(Strategic Report and Directors” Report) Regulations 2013

Dunng the the year ending 31 January 2016, the Group emitted a total of 102,261
tCO.e from fue! combustion (Scope 1 direct) and electncity purchased for our own
use {Scope 2 indirect) This s equivatent to 106 2 tCO,e per £m revenue We
voluntanly report Scope 3 emissions arising from busmess travel, which contnibute
1,637 tCOe

The table below shows our greenhouse gas (GHG) emissions for the year ended
31 January 2016

Greenhouse gas emissions in tonnes of carbon dioxide {(tCO,) or carbon

dioxide equivalent {tCO,e)

2015/16 2014/15
Emissions source Emussions Emisstons
Scope 1 96,026 tCO.. 104,734 tCO,e
Scope 2 {location-based} 6,235 1002 7038 tCOe
Total Scope 1 & 2 102,261 tCOe 1M17721C0e
tCO,e per £Em revenue 106 2 1241
Scope 2 {(market-based)” 1,078 tCO, n/a
Scope 3 1,637 1COe 1,694 tCOe

* Employee FTE Emussions from the consumption of electnicity cutside the UK and emissions from
purchased electneity calculated using the market-based approach using supplier-specific mission
factors are reported in tCO2 rather than {COZ2a due to the avalability of emission factors

Methodology

We quantify and report our
organisational greenhouse gas
emissions in aignment with the GHG
Protocol, which includes alignment with
the new Scope 2 Guidance

Tha UK Government 2015 Conversion
Factors for Company Reporting have
been utlised in order to calculate Scope
1, Scope 2 (Location-based) and Scope
3 emissions from corresponding

activity data

Reporting boundaries

and Immitations

We consolidaie our organisational
boundary according to the operational
control approach and have adopted a
materiality threshold of 5% for GHG
reporting purposes Due to poor data
accuracy and a lack of operational
control, emissions from non-owned
buldings fall outside of the
organisational beundary and are
reasonably estimated to fall below the
5% matenality threshold Similarly,
emissions from diesel combustion
within bulding generators are
reasonably estmated to be less than
5% of our total footpnnt and have not
been included in our disclosure

The GHG sources that constitute our
operational boundary for the 2015-16
reporting penod are

— Scope 1 Natural gas combustion
within bollers, marine fuel
combuston within ships, road fuel
combustion within vehicles, fuel
combustion within non-road mobile
machinery and fugitive refrigerants
from ar-conditioning equipment

— Scope 2 Purchased electricity
consumption for our own use

— Scope 3 Business travel from
grey flest

Assumptions and estimations
Duning the year Bennett's was
acquired and Alled Healthcare was
sold Emissions have been calculated
for these entities pro rata

In some cases, where data 18 missing,
values have been estimated by
extrapolation of avaiable data from
the reporting peniod or data from 2014
as a proxy

— No data was availlable for Allied
Healthcare's business travel, so an
estimate has been calcutated from
the previous year's data

— Where the fuel type information was
not avallable, it has been assumed
to be diesel for the purpose of
emisstons calculations
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Scope 2 emissions by methodolgy

Dual reporting of Scope 2
emissions

The new Scope 2 Guidance in the GHG
Protocol requires that we quantify and
report Scope 2 emissions from
purchased electnicity consumption for
our own use using two different
methodologies the location-based
method, using average emissions
factors for the country in which the
reported operations take place, and the
market-based method, which uses the
actuat emissions factors of the energy
procured This 1s known as dual
reporting Please see below for further
details of these methodologies

The graph below shows the Group's
Scope 2 emissions from purchased
electncity, which have heen calculated
using the two different methodologies

Saga purchases electncity for the
majonty of their buildings from a 100%
renewable supply from Haven Power
The remainder of the UK electncity 1s
supplied by SSE which has a cleaner
fuel mix than the UK average The dual
reporting of cur emissions in this way
demonstrates the impact that selecting
these suppliers has on our greenhouse
gas emissions, and that we are making
efforts to reduce our chmate impact
through the purchase of electncity
generated from cleaner sources

Improving performance

We have continued to monitor and
measure our carbon impact i 2015-18
following our first annual emissions

report last year In 2015, Saga was
short-hsted by the Carbon Disclosure
Project (COP) in the category of ‘Best
first time responder’ and we aim to
further improve our score

We have taken steps to improve our
energy and carbon performance as
part of comphance with the UK Energy
Savings Opportunities Scheme (ESOS),
we have identified a number of
measures to further reduce energy use
in buldings and ships In particular and
are in the process of implementing the
next steps to realise these savings

Total emissions for the year ending

31 January 2016 have reduced
compared with the year ending

31 January 2015 by approximately 8%
This Is largely due to an 8% reduction

in the emissions associated with Marine
Fuel, which contnbute over 87% of
Saga's Scope 1, 2 & 3 total emissions
Within the two cruise ships that we

own and operate, Saga have been
implernenting a number of fue! efficiency
measures, these include designing
thneranes at lower speeds, reducing

the use of stabilisers, and replacing
hghtbulbs with LEDs

There has also been an annual
reduction in bulding energy
consumption, which can partly
be attributed o the sale of Alled
Healthcare, as well as a reduction
In the use of road fuel
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OUR PRINCIPAL RISKS
AND UNCERTAINTIES

Strong risk management at
the heart of our approach

Risk governance

We have agreed with the Board

systems and processes to govern our
approach to nsk management These
systems specifically encompass ensunng
an effectve nsk assessment and
management system is in place, agreeing
the prncipal nsks and uncertaintes the
business should accept in pursuit of ts
strategic objectives and regularly reviewing
the status of these, ensunng a sunitable nsk
culture 1s embedded throughout Saga,
and frequenily assessing the effectveness
of the Group's nsk management systems,
including essential levels of internal and
external risk communicaton Our
approach and these processes are set out
in more detall In the Accountability section
of our Corporate Governance Statement
an pages 66-69 of this annual report

We believe that enhanced

sustainability and sharsholder value will
come through achieving the optimum
balance between risk and reward Qur
four divisions face a range of risks and
uncertainties that could impact their
strategic objectives, some common to
the Group as a whole and others umique
to the particular business or operation

It 1s therefore wmperative to have a nsk
management policy and framework
capable of assessing and monitoring
these nsks and uncertainties individually
and in aggregate against an agreed rnisk
appetite to ensure management within
agreed tolerances

Risk appetite

Our risk appetite, reviewed annually,
defines the amount and sources of
nsk which we are willing to accept in
pursuit of our objectives We express
our overall attitude to nsk using the
following dimensions

Financial strength

We am to maintain an appropriate buffer
of capital resources within the Group
and, where relevant, within our legal
entities, to ensure that we are able to
absorb reasonable operational vanation
and meet regulatory thresholds

Earnings volatility

We have low appetite for volatile
earnings and have established limits
representing the maximum amount of
acceptable vanation in earnings during
our planning cycle

Conduct/reputation

We recognise that our continued
success depends on maintenance of
our brand, and reputation for guality
service We therefore have zero appetite
and a very low tolerance for brand and
reputation nsks and will look wherever
posstble {o eliminate them We have
zero appetite and very low tolerance for
systemic unfair customer outcomes as a
result of falures in the product, marketing,
sales or service delivery systems and
processes, or cultural shortcomings

Customer growth

Our goal 1s to know as many of our
target customers as possible so we
have low appetite for actions or events
which lead to a low growth or reduction
in the number of our customer contacts

Wa furthar descnbe our athtude towards
the following main categories of nsk
that we encounter through carrying

out our busingss

Market nisk

We seek some market risk through our
investment activity and seek to earn
returns commensurate with our rnisk
appetite We have Iimited appetite for
foreign exchange risk, commodty
price movements and interest rate
movements and actively manage
these to reduce nsk where possible

Cradit risk

Our practice of working with external
counterparties, such as intermediaries,
nisk management actvity {such as
remnsurance and hedging) and depostt
making introduce elements of credit
nsk We have a low appetite for credit
nisk but are prepared to accept it to
some extent where It IS necessary

to achieve our business objectives

Liquidity risk

Through our datly operations we are
exposed to needs for hquidity and

we have a low appetite for this nsk

We will therefore accept, but actively
seek to manage, hquidity nsk to ensure
a mimmum financial buffer 1s maintaned
in pursuit of our objectives
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Insurance risk

We actively seek measured amounts

of insurance risk in business lines where
we have appropnate expertise and
expect to be appropnately rewarded

for accepting the nsk We will accept
imited insurance nisk for personal injury
risks that we feel we have the expertise
to underwrite and manage and will
accept non-lfe insurance risks that we
have the relevant expertise In

Strategic nsk

We operate n a dynamic business
environment and accept that we are
exposed to a number of strategic

risks We will actively seek to grow

our business in areas which present
sustainable growth opportunities and
where we have demonstrable expertise

Mergers and acquisitions risk

We aspire to levels of business growth
which may require us to consider
merger and acquisiion opportunities
from tme to time Where these arise in
areas where we have expertise we will
consider them and establish switable
risk tolerances in each case

Operational rnisk

We actively seek some logistical nsks
where we believe that we have expertise
and will be rewarded for taking them
We have a very low appebtte for risks
which threaten cur reputation and will
only engage In regulated activities
where we have the expertise to manage
themn effectively We define our nisk
appetite for certain specific areas of
operational nsk as follows

Health and safety

We have zero appetite and a low
{olerance for health and safety risks
and we will do all that 1s reasonably
practicable to prevent personal Injury
and danger to the health oi our
employeas, customers, and others
who may be affected by our activities

Cyber security

We recognise the need to utilise
technology to achieve our business
objectives We are, however, focused
on maintaining a robust and secure [T
environment, with particular attention
being pad to avording loss of customer,
employee and other business
confidential data, and interruption of
customer service We therefore have
zero appetite and very low tolerance
for risks that could breach our secunty
measures and threaten the security

of our systems and data

Separate nsk appetite statements
and nsk tolerance thresholds have also

been created for each business in Saga,

customised to therr business needs
and complementary to the Group’s
tolerances Risk appetite statements
and risk tolerances are central to our
decision making processes and are
a point of reference for all significant
investment decisions

“Qur risk appetite,
reviewed annually,
defines the amount
and sources of risk
which we are willing
to accept in pursuit
of our objectives.”
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OUR PRINCIPAL RISKS
AND UNCERTAINTIES
CONTINUED

Strategic pnonties
linkage and
nsk movement

Pnncipal nsks

and uncertginties Specific concermns

Rasponse/mitigation

IT systems and L23 ¢4 Fallure of our core

We have allocated specific investment for refreshing

processes PEEN IT systems to deliver our IT Infrastructure and strengthened our core IT
required performance team and processes
stability and resience
Inability to develop digital We have made a significant investment in digital
offerings sufficient to drive innovations at Group and business levels
innovation and growth
Cybercrime 1234 Cybercrime attacks prevent  We have strengthened our Cybercrime team during
PIEN achievement of objectives 2015 There has been significant expenditure over
the past two years to ensure the IT network 1s well
protected and cyber awareness and infermation
security traning has been rolled out to all staff
Database 123 ¢4 Breach/loss of sensitive Extensive investment has been made m improving
PAEN data assets information security countermeasures in 2015 An
external review/benchmarking of information secunty
ptans has been undertaken, and further budget has
been allocated for continuous improvement in 2016
Breach of data protection We have dedicated data protection resources,
legislation processes and systems In place {0 ensure datais
stored securely and handled correcily We have
contingency processes in place In the unlikely event
of a data breach We are also prepanng to make any
further improvements nacessary to comply with the
new European Union data protection regulations
People Our culture does not deliver  We have redefined our brand and cultural values

the Saga brand we aspire to

eﬁh

and cascaded these throughout the Group

We do not attract and/or
retain the nght people to
achieve our objectives

Qur people strategy has been further developed to
enhance our management of attraction and retention
Issues and to develop further our pipeline for future
talent at all levels
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Strategic objectives

Growing our insurance businesses (read more information on page 19)
Growling our travel businesses (read more information on page 20}
Invasting for future growth (read more information on page 20)
Davelopsng our people (read more information on page 21)

L S

Becoming an ever more customer-centnec organisation (read more intormation on page 18}

Strategic pnonties
Pnnctpal nsks linkage and
and uncertainies risk movement Specific concems

Response/mitigation

w
=
4]
—
[1+]

a
[2]
»
(1]

]
a
3

Operational 12345 Failure to accrue expected  Operational and change intiatives are reviewed at
efficiency/ <~ benefits from operational/ all governance and trading meetings and mitigating
change change inbatives steps taken where appropniate Specific governance
structures have been established for key change
projects such as delivery of our new ship and our
recently introduced motor pane!
Farlure to maintain shipping ' We have developed a ‘beyond comphance’
fleet at a level to meet both  maintenance programme covering all aspects of our
customer expectations ships overseen at Group level and reported weekly
and plan via our governance structure Regular refits and
coverhauls ensure our ships are restient and offer
the quality of product our customers expect
Key innovation projects do We have created a dedicated change management
not deliver expected results  funchon in 2015 to ensure change 1s managed
consistently and effectively We are also allocating
senior management to key nnovation projects to
ensure speedy delivery of essential change
New ship 1s delivered late We have appointed a class-leading shipyard to
or outside of budget complete the build and recruted an expenanced
New Build Director to ensure appropriate project
control and governance
Business 1234 Reputational damage ansing We have fully tested and documented business
interruption Y from ineffective mishandling  continuity plans in place to address all aspects
of interruption incidents of potential interruption scenarncs
3 Loss ansing from shipping  We have developed a 'beyond complance’
] technical fallure or maritme  maintenance programme covering ali aspects of
tncident our ships overseen at Group level and reported
weaekly wia our governance structure
External 123 4 Breach of regulation Dedicated Comphance teams are embedded in
regulatory <~ governing our gperations all regulated businesses and are responsible for
landscape/ monitoring compliance performance Teams exist

political change

at Group level to ensure Group compliance with
key legislation such as the Health and Safety at
Work etc Act 1974

Inability to respond o
regulatory change affecting
our business

Saga has a diversified business model to lessen the
potential impact of changes affecting one product or
service Emerging and horizon compliance nisks are
tracked by the dedicated Business Comphance teams
and raised at all governance forums

Poltical changes negatively
impact our business models

Poliical policy s constantly monitered {or impact and
active lobbying 1s undertaken to influence proposed
change wherever approprate
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OUR PRINCIPAL RISKS

AND UNCERTAINTIES
CONTINUED
Strategic priorities
Prncipal nsks linkage and
and uncertainties risk movement Specific concerns Response/mihgation
Counterparty 1234 Financial fatlure of We have agreed selection, monitonng and due
&~ key partner diligence processes In place for all key partners/
supplers
123 4 Inability of key partner Saga controls its third party supply quality through
> to provide appropriate contractual terms and agreed service level
service leading 1o agreements Adherence to these documents 1s
reputational damage monitored through internal and external audits,
customer ‘moments of truth’ surveys and customer
complaint review
123 4 Key partnerships fail o We have established governance structures with
> produce anticipated benefits  our key supphers and joint venture partners 1o ensure
performance to meet our own and our customers’
expectations are achieved
Insurance 12 Inability to compete with Saga controls the underwriting process for both
landscape &~ nsurance competitors brofang and insurance operations, thereby allowing
them to compete on policy terms where appropriate
Rates in the motor insurance We have introduced a motor panel arrangement,
market do not move as increasing competitiveness and reducing nisk, and
expected we have also conducted a reapprarsal of AICL rnisk
appetite to consider non-standard nsks where they
are understood
Claims expenence 1s adverse We adopt strict underwriting critena to pnce our risks,
compared with current and review our claims and reserve development
best-estimate assumptions  frequently We also purchase reinsurance to reduce
claims volatiity
Conduct/ 12345 Qur behawviour results Saga's governance structure 1s built on the premise
customers &~ tn poor/funacceptable of customer dedication with regular constderation

outcomes for customers

of customer satisfaction throughout the organisation

Macroeconomic [ 2.3 4

chimate

Changes in the

The impact of externa! economic factors on costs and

— macroeconomic cimate customer demand are closely monitored throughout
impact our customers' the Group and necessary changes are made to
inchination/capability o products and services regularly
purchase our products
and services

1234 Investments do not yield Saga manages Its Investment portfolio through an

> expected returns investment commitiee which ensures a spread of

nisk and optimal returns

Travel landscape 3

NEW

Increased product
commoditisation prevents
us from both meeting
customer needs and
achieving expected margins

Significant work has been undertaken in 2015 to
create customisable products to meet customers’
needs A review has been undertaken to indentify
further efficiencies in our business model!

Fallure to create expected
customer demand for future
shipping capacity

Qur 'beyond compliance programme aims {0 ensure
that our existing ships meet current customer
requirements and engender future customer loyalty
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DIVISIONAL REVIEW

We have continued to build
strong momentum across
all of our divisions

Insurance

34

Travel

36

Emerging
businesses

37
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DIVISIONAL REVIEW
CONTINUED

Insurance

At a glance

Qur award winning insurance
busmness Is the largest part of the
Group, providing taillored products
and services ranging from motor
to pet insurance to over 2m
customers per year.

Motor Insurance
Core policies sold

[ 238¢

Performance

T14.9%

Motor Insurance
Tradmng Profit

L8, 5m

Performance

1 17.8%

Motor Underwrniting
Combined Operating Ratio

44%

Performance

4 3.5pts

Insurance

Qur insurance model allows our retail
broker, Saga Services, access to the
highest quality and most cost-efficient
source of underwnting available i the
market, whether that be AICL, a panel of
providers or a solus relationship with a
third party This flexibility provides us with
a number of levers to operate effectvely
across our full portfolio of products to
capitalise on, or protect aganst, market
conditions This year, this has allowed us
to deliver both profit and customer growth
across all of our major product lines

Motor insurance

The UK motor insurance market remains
very compettive Our experience across
the book supports the market view that
premiums centinued to fall duning the
first quarter of 2015 but, since then,
there have been sustainable increases
in market premiums, particutarly from
the fourth quarter of 2015 onwards

We have worked to capitalise on our
competitive advantages within the
motor Insurance market to continue to
grow the business These include a low
cost of acquisition due to our brand and
database covering 11 2m of the UK's
over 50s, a differentiated retailer, Saga
Services, with access to our newly
launched panel of underwnters, the
participation on the panel of our own
experenced in-house underwnter, AlICL,
with & clear focus and data-dnven
insight mto a relatively low nsk section
of the market, and an efficient and
effective claams management funciion

We have grown our core motor policies
to 1,238k (2015 1,077k), with 3 1%
underlying policy growth and 128k
policies added through our Bennetts
acquisiion We delivered a 17 8%
increase in Trading Profit to £118 3m
(2015 £100 4m)

In particular, this customer and profit
growth has been driven by two factors

1 Qur approach to pricing risk in AICL
By better reflecting our excellent
underwnting performance n AICL's
risk pricing our retail broker has
been able to be more competitive,
particularly in a nising premium
environment

2 The successful faunch of our motor
panel Access to the panel has
allowed our retail broker to increase
its competitiveness outside of AICL's
traditional target market of lower
nsk drivers The panel, launched
in late summer, has five underwnters
and we expect to add a further two

dunng this year The panel will
continue to Increase In efficiency
as new underwriters jom However,
we are already starting to see the
benefits with around one quarter
of net premium being underwritten
by the panel dunng January 2016

Overall, we are pleased with the
balance we have achieved between
profit growth and custorner growth n
the year, and, with the enhanced supply
chain prowided by the panel, our retal
broker remains well placed to capitalise
on its competitive advantages

Motor underwriting

Withtn our underwriter, AICL, we
continue to see a relatively stable clams
frequency and personal injury clams
cost This claims experience has
contributed strongly to our combined
operating ratic, which has improved

by 3 5pts to 74 4% (2015 779%)

Given this positive underwriting
performance, we have been able to
price risk from AICL very competitively
In a rising price environment, while
mantaining our prudent approach to
underwriting This more competitive
approach to pricing means that in future
more profit will be realsed in the current
year, while historic reserve releases will
reduce over time

AICL remains a cntical part of our
business Its clear focus and data-driven
insight in a relatvely low risk section

of the market has made a significant
contrnbution to the Group's earnings
since ts formation Equally, our ongoing
ability to act as underwnier and
participate on our motor panel 15 a wital
element of delivenng the motor panel's
long-term success

Following a review of the use of capital
In AICL, we entered into a quota share
arrangement with NewRe, a subsidiary
of Munich Re, the world's biggest
rensurance group This covers 75%

of the nsk of the motor policies within
AICL, from 1 February 2016 for a
penod of three years with the opbon
of a further three years The terms of
the arrangement, with a market-leading
reinsurer, are testament to the quahty
of the Saga underwntten book, and
our histonic perfermance
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Home tnsurance
Core policies sold

1287

Performance

T2.3%

Home Insurance:
Trading Profit

L64.Im

Performance

13.2%

Other Insurance
Core policies sold

383£

Performance

T11.3%

Other Insurance:
Trading Profit

L30./m

Performance

1 12%

The arrangement i1s with NewRe, a
subsidiary of Munich Re, the world's
biggest reinsurance group, and will cover
75% of the nsk of new policies written by
AICL, frorm 1 February 20186 for a perod
of three years with the option of a

further three years The terms of the
arrangement we have signed, with a
market-leading reinsurer, IS testament

to the qualty of the Saga underwntten
book, and our histonic performance

With the expected reduction in policies
written by AICL wath the future growth in
the motor panel, our previously announced
lower nsk invesiment policy going forward
and our quota share arrangements, we
expect the amount of capital within AICL
to reduce gradually over time

Importantly, capital that will be gradually
released from the underwnter will

allow us to increase our free cash flow
and reduce the capital at nsk, while
increasing the resilience of earmings by
increasing the percentage that comes
from broking actvities

Home insurance

The market for home insurance continues
to be highly competitive and we have
seen the same fall In average premiums
that the wider market has expenenced

The increasing compettive tension
provided by our panel and our use of

the 'Saga Factor', has led to a reduction

In the net rate at which we can source
undenwnting for these policies, enabling us
to mantain our margin in thus area despite
fallng market rates This has allowed us

to increase our competitveness and

grow core policy numbers

We saw a imited number of clams in
relation to the flooding that took place in
the UK this winter and our focus was en
working with our partners on the panel
to support any customers who were
affected dunng a difficult tme However,
it1s worth reiterating that our insurance
maodel in home, with the use of the
panel and co-nsurance/re-insurance

of the nsk underwritten by AICL, means
our short-term earnings are protected

in situatiens such as this

As a result, we have grown both profits
and care policy numbers within our
home Insurance business Qur core
home policies have grown by 2 3%

to 1,287k (2015 1,258k) and we have
delivered a 3 2% increase 1n Trading
Profit to £64 1m {2015 £62 1m)

Other insurance

Within other insurance we have
continued to deliver a strong
performance through growing
custormer numbers 1n this segment’s
core products of private medical
insurance {'PMI') and travel insurance

PMI remains an important area for
us and we continue 1o grow policy
numbers by evolving and enhancing
our product to ensure its relevance
1o ouwr target customer base

Our travel insurance product has again
performed very strongly i the past year,
partly as a result of developing new
routes to market This s an important
source of ncome for the Group and as
importantly, it remains a key source

of new names onto the database,
adding more than 158k names durng
the penod

Duning the course of the year, our
external Saga Legal Services partner,
Parabis Law LLP, fited for insolvency
While disruptive 1o our business, our
focus throughout has been on ensuring
that any impact on our customers was
mimmised We have established
relationships with new partners, which
will enable us to continue to develop

an offering In this area

Investment :n marketing for Saga Legal
Services at the start of the year and the
negate financial impact of the Parabis
insclvency resulted in Trading Profit In
Other Insurance reducing to £30 7m
(2015 £34 9m)

Current trading

Trading across the insurance
businesses has started well

and s line with our expectations

Our experience suggests that recent
strong price increases in the UK motor
market appear to be sustainable and our
claims expenence has ¢continued to be
positive With the continued development
of our motor panel and competitive
pncing from AICL, we are well placed to
grow customer numbers and profit in
the current market conditions during

the coming year We are mindful of

the impact of iInsurance Premium

Tax increases and the effect on

market churn

While the UK home insurance market
remains highly competitive, our
proactive management of the home
Insurance panel leaves us well placed
i this area despite there being mited
signs of premium increases across
the market

Within other insurance, we have

seen continued strong performance
In private med:cal insurance Recent
gecpolitical turbulence n traditional
winter sun destinations has had an
impact on demand for our single tnp
travel insurance pohcies in the early part
of the year However, demand for our
annual fravel nsurance policies remans
strong and we expect a continued
robust operating performance within
our other insurance business
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DIVISIONAL REVIEW
CONTINUED

Travel

At a glance

Qur award winning travel
busmesses is at the heart of the
Saga brand, taking over 250,000
passengers a year all over the
world on package holidays,
escorted tours and cruises

Hohdays passengers

189

Performance

T9.9%

Ship passenger days

339

Performance

T0.9%

Travel
Trading Profit

L7 2m

Performance

T26.5%

Qur travel business has continued to
focus on growing prefitability We have
delvered customer and profit growth
&cross our tour operating and cruising
businesses with overall revenue growing
by 11 0% to £423 1m (2015 £381 3m}
and Trading Profit up by 26 5% to £17 2m
(2015 £13 6m) The business continues
to be on track to deliver its obyectives

During 2015, our travel businesses
were awarded 85 awards ranging from
Saga’s best specialist tour operator,
award from the Times and Sunday
Times to Destinology's Gold award

for best medium sized luxury holiday
company, In the Bnuish Travel Awards

Tour operating

Within our tour operating businesses
we have seen a shift in the mix of sales
to longer-haul, higher-value products
whare we can provtde our customers
with both secunty and a highly
differentiated product The success

of this shift 1s attnbutable to our ability
to know more about our customers’
wants and needs than any other provider,
and to create affordable packages
underpinned by excellent service

We have grown customer numbers with
a 9 9% increase \n holiday passengers
to 189k (2015 172k)

Cruising

Cruising remains a wital part of our
travel offering through our two ships,
the Saga Sapphire and Saga Pearl |l
The business had another good year
with load factors of 84 4% (2015 84 9%)
across both ships and a 0 9% increase
in the number of shup passenger days
to 339k (2015 336k)

Whilst the announcement of the
purchase of the new ship has caused
much excitement amongst our
customers, our immediate focus

18 on ensuning the mamtenance of the
customer experience and the hugh levels
of sausfaction with customers’ overall
holiday expenence which we have seen
reach histernc hughs this year

As part of this ongoing process, the
Saga Sapphire will be in wet dock
dunng the coming year for scheduled
mantenance As with the refit of Saga
Pearl Il last year, this will enhance our
service capability and the proposition
to customers on board It will, however,
mean we have one ship out of service
for two months during the year, which,
whilst budgeted, will hold back the total
profit growth in the travel business for
the coming year

Current trading

Trading 1n Tour Cperating for the
year ending 31 January 2017 has
been positive and we are around
three quarters sold for the year As
expected our cruise revenue 1s lower
than last year's posihon, given the
Sapphire wet dock As we are over
90% sold, we have good wisibility

on the outturn for the year

Trading to week ending 9 April 2016

Departure 2016/ 205/
year 2017 Growth 2016
Tour

operaiing

revenue  £269 4m 50% £256 5m

Cruise
revenug £712m  (22%) £728m
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Emerging
businesses

At a glance

Emerging businesses includes

our personal finance, homecare,
publishing and printing operations
as well as new development

areas for the long-term growth

of the business

Saga Investment Services

We taunched Saga Investment Services,

our investment management joint
venture with Tilney Bestinvest, in
Novernber 2015 to support those
customers who have previously been
ignored by the investment management
industry It has been quite an
achievernent by the team to get the
business up and running with such a
strong proposition In less than a year

Other personal finance

Our high quality personal finance
business also continues to make

good progress We have 130k savings
account customers, pronded 10k new
Saga Credit Cards and £227m was
spent on our cards by 167k cusiomers

Homecare and retirement villages
Our private homecare trial continues to
make progress in Hertfordshire Dunng
the year we have focused on ensuring
the offer 1s nght for customers, as well
as testing the economics before we
expand it further We are continuing

to assess the opportunity around
retrement villages 1n the UK
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GROUP CHIEF FINANCIAL
OFFICER’S REVIEW

Strong financial
performance

Jonathan Hill
Group Chief Financial Officer

Trading Profit

LZM1.0m

Available operating cash flow

LI78.Im

am pleased to be able to report
that the Group has delivered a
strong financial performance, with
a5 0% growth in Trading EBITDA
and a 5 2% growth in Trading
Profit Robust cash flows have
enabled us to further deleverage to
2 3x from 2 Bx at the start of the year
Based on these results and our future
expectations for the business, we have
significantly increased our dividend to
7 2p per share for the full year

Revenue from continuing operations
increased by 7 0% to £963 2m

(2015 £900 5m), Trading EBITDA grew
by 5 0% to £238 8m {2015 £227 4m)
and Trading Profit by 5 2% to £2110m
(2015 £200 6m)

Profit before interest, tax and IPO
costs (ncreased by 2 2%, reflecting
several factors amortisation of
acquired intangibles ncreased by
£41m as a result of the full year
impact of Destinology, acquired part
way through 2014, and the acquisition
of Bennetts on 1 July 2015, a £4 1m
decrease n year-on-year denvative
fair value movements taken to profit
and loss, offset by a £2 2m reduction
In non-trading costs

The non-trading costs recognised by
the Group in the year compnsed £4 7m
of costs relating to the administration
of our legal services provider (Parabis
Law LLP), £3 8m associated with the
wnite-down of the carrying value of the
Bel Jou hotel, £0 7m of restructuring
costs and £0 5m of costs incurred with
the acqursition of Bennetts These were
offset by a £2 6m positive settlement of
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Income Statement

1Zmto 12m to
Group Income Statemant Jan 2016 Growth Jan 2015
Revenue £963 2m 70% £900 5m
Trading EBITDA £238 8m 50% £227 4m
Depreciation & amortisation {excluding acquired intangibles) {£27 8m) (£26 8m)
Trading Profit £211 0m 5.2% £2006m
Non-trading costs {£0 2m) (€2 4m)
Amortisation of acquired intangibles (£6 3m) (€2 2rn)
Net fair value gains / (losses} on dervatives (€1 2m) £2 9m
Profit before interest, tax and IPO costs £203 3m 2.2% £198.9m
Finance costs {£24 DM} (£23 0m)
IPO expenses {£31m) (£50 Om}
Exceptional debt costs - (£121m)
Profit before tax from continuing operations £176.2m 54 8% £113 8m
Tax expense (£28 1m) 286% {£27 4m)
Loss after tax for the year from discontinued operations {£6 9m) {96 9%) (£220 2m}
Profit / (loss} after tax £141.2m 205 5% {£133.8m)
Basic earnings per share
Earnings per share from continuing operations 13 3p 54 7% 8 6p
Earnings / (loss} per share 127p 195 5% (13 3p}

a legal dispute related to one of the ships and a £7 1m release of the contingent consideration associatad with the acquisition
of Destinology

While Destinology has delivered solid profits, the results for the year are below those expected at the time of acquisition, due
to significantly more competition in the Middle East market (a major destination for Destinology) and slower development of
customer growth, with new marketing imtiatives vet to fully deliver A new Managing Director and strengthened marketing
resource are in place to enhance returns from Destinclogy

Profit before tax from continuing operations for the year was £178 2m, an increase of 54 8%, due in part to the matenal cne-off
IPO and exceptional debt costs incurred i the previous year

Finance costs

Finance costs in the year were £24 Om, which comprised £18 7m of interest costs on debt and borrowings, £3 2m of
amortisation of debt 1ssue costs, £1 1m of finance charge associated with pension schemes and a £1 Om charge associated
with the unwinding of the discount on the deferred consideration associated with Destinolegy This compares with £23 Om in
the previous year, which comprised £20 1m of interest costs on debt and borrowings, £2 4m of amortisation of debt 1ssue
costs and £0 5m finance charge associated with pension schemes

Tax expense

The Group’s tax expense for the year was £28 1m (2015 £27 4m) represanting a tax effective rate of 15 9% This included a

£7 6m benefit from the utihisation under the group refief rules of tax losses from Acromas, which arose when Saga was a part of
the Acromas Group Excluding the impact of the Acromas tax losses, the underlying tax effective rate was 20 3% (2015 24 1%)

Earmings per share

Group basic earmings per share were 12 7p (2015 loss per share of 13 3p} with Group basic earmings per share from continuing
operabions for the same penod of 13 3p (2015 8 6p) The earnings performance for the previous year was impacted by the
Group's IPO and exceptional debt costs
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GROUP CHIEF FINANCIAL
OFFICER'S REVIEW
CONTINUED

Dividends

The Directors have proposed a final dividend of 5 Op per share, which, combined with the interim dividend of 2 2p per share,

will deliver a total dvidend for the financial year ending 31 January 2016 of 7 2p per share (2015 4 1p) This equates to a payout

ratio of 57% compared with the Group's basic earnings per share from continuing operations (excluding the one-off benefit of

Acromas tax losses) {2015 49 5% pro rata for the period post IPQ)

Saga offers a share alternative In the form of 2 dividend re-investment plan {DRIP"} for those shareholders who wish to elect
to use ther dividend payments tc purchase additional Shares in the Group, rather than receve a cash payment The last date

for shareholders to elect to participate in the DRIP will be 5 June 2016

Cash flow and hquidity

The Group mantained a strong cash flow performance in the year to 31 January 2016, achieving an avallable operating cash
flow of £178 1m, 74 6% of Trading EBITDA This cash flow increased by £15 1m on the previous period, which was driven by

a higher payout from increased profits i the travel and AICL resincted businesses

12mto 12m te
Avallable Cash Flow Jan 2016 Growth Jan 2015
Trading EBITDA £238 8m 5.0% £227.4m
Less Trading EBITDA relating to restncted businesses (£95 8m) 216% {£78 8m)
Intra-group didends paid by restricted businesses £590m 122 6% £26 5m
Working capital and non-cash items [£3 7m) {408 3%) £12m
Capital expenditure funded with avalable cash (£20 2m) 519% {13 3m)
Available operating cash flow £1781m 93% £163 Om
Available operating cash flow % 74 6% 29% 717%
Avallable operating cash flow reconciles to net cash flows from operating activities as follows
12m to 12m to
Jan 2016 Jan 2015
Net cash flow from operating activities {(reported) £150 4m £155 3m
Exclude cash impact of
Trading of restncted divisions (£61 5m) {£53 2rm)
Trading of discontinued operation - {£11 4m)
Cash released from restncted divisions £59 Om £26 5m
Non-trading costs £134m £72m
Interest paid £21 6m £197m
Tax paid £154m £9 6m
Debt 1ssue cosis - £22 6m
£47 9m £21 0m
Include capital expenditure funded
from available cash (€20 2m} (£13 3rm)
Available operating cash flow £178 1m £163.0m
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Financing

Continued strong cash flows have enabled the Group to reduce its debt ratio to 2 3x from 2 6x As at 31 January 2018, net
debt was £547 7m, compnising £480 Cm of gross debt and £75 Om of drawn revolving credrt facility, offset by £7 3m of avalable
cash This compared with net debt as at 31 January 2015 of £582 4m, comprising £700 0m of gross debt offset by £117 6m

of available cash

As communicated at the time of the intenim results, 1t 1s the Group's intention to reduce the debt ratio {net debt to Trading
EBITDA) to between 1 5x and 2 Ox in the medium term The delivery of the new ship is expected in mid-2019 and the intention
s to target the lower end of this range before any debt asscciated with the ship 1s drawn down, with the Group remaining
within this target range after the delivery of the new ship

Pensions
Over the year, the valuaton of the Group’s pension scheme has improved on an 1AS19 basis by £21 6m to a deficit of £18 8Bm
{January 2015 deficit £40 4m)

12mto 12m to
Saga Scheme Jan 2016 Jan 2015
Far value of scheme assets £218 6m €212 3m
Present value of defined benefit obligation {£237 4m}) {£252 7m)
Defined benefit scheme liabibty {£18 8m) (£40 4my)

The improvement has been dnven by a £15 3m reduction n the present value of obligations to £2374m (January 2015 £252 7m)
and a £6 3m increase in the far value of the scheme assets The significant decrease in the present value of future obligations
has been driven by an increase In the discount rate appled reflecting an increase in corporate bond yields

Net assets
Since 31 January 2015, fotal assets and kabiities have reduced by £49 9m and £154 Om respectively, iIncreasing overall net
assets by £104 1m

Total assets have reduced as a result of a decrease in cash and short-term deposits of £92 3m, a reduction in other financial assets
{predominantly the investment portfolio) of £14 9m and the removal of £47 7m of assets held for sale as at 31 January 2015 resulting
from the sale of the Alled Healthcare business on 30 November 2015 Offsetung this 1s an increase in reinsurance of assets of

£43 Om due to large personal injury claims expernience caused by a nse in the average cost of Penodical Payment Orders, an
increase in trade and other recevables of £24 3m dnven by insurance trading, and increased goodwill and acquired intangible fixed
assets of £31 1m primanly relating to the acquisiion of Bennetts

The reduction in total hlabilities reflects a £131 2m reduction in financial labilities following the repayment of debt dunng
the penod, the removal of £47 7m of habilities held for sale as at 31 January 2015 resulting from the sale of the Allied
Healthcare business, and a £21 6m reduction in retirement benefit scheme obligations Trade and other payables have
increased by £32 9m reflecting accruals for initial costs relating to the buld of the new ship, insurance trading and the
acquistion of Bennetts
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GROUP CHIEF FINANCIAL

OFFICER’S REVIEW
CONTINUED

Segmental performance

12m to 12mto

Segmental Performance Summary Jan 2016 Growth Jan 2015
Revenue Motor insurance £318 7m 21% £312 0Om
Home insurance £99 8m 87% £91 8m

Other insurance £916m 64% £86 1m

£5101m 41% £483 9m

Travel £4231m 11 0% £3813m

Emerging businesses and central costs £30 0m 24% £29 3m

£963 2m 70% £800.5m

Trading Profit Motor insurance £118 3m 178% £100 4m
Home insurance £64 1m 32% £621m

QOther insurance £30 m {12 0%) £34 9m

£2131m 8 0% £1974m

Travel £17 2m 26 5% £136m

Emerging businesses and central costs £19 3m) 85 6% (£10 4m)

£211 Om 5 2% £200 6m

Total revenue for the insurance businesses increased by 4 1% to £510 1m (2015 £489 9m), dniven by strong growth in heme

insurance and the inclusion of Bennetts Travel revenue increased by 11 0% to £423 1m, largely driven by a full year contnbution
from Destinology, which contributed £32 8m

The insurance and travel businesses saw increases in Trading Profit of 8 0% and 26 5% respectively These were partialy
offset by an addional £8 9m Trading Loss in emerging businesses and central costs, £5 5m of which reflects the increased
central administrative costs as a result of becoming a plc, with part of the balance being the Group's ongoing investment
in the newly launched Saga Investment Services

Motor insurance

12m to Jan 2016

12m to Jan 2015

Core Broking / Total Care Broking / Total
uw Ancillary Other Motor Growih uw Ancillary QOther Motor
Revenue £2377m £350m £460m £3187m 21% £2408m £352m £360m £3120m
Gross profit £1037m £319m £316m £1672m 180%  £99 5m £311m £111m £1417m
Operating
expenses (£34 5m) (£60m) (£223m) {£62 8m) 104%  (£400m) (£8 2m) (€8 7m) (£56 9m)
Investmeant return £136m £03m -  f£139m (109%) t156m - - £156m
Trading Profit £828m £26 2m £93m £118 3m 17 8% €751m £22 9m £2.4m £1004m
Number of pohcies sold
- core 950k 26k 262k 1,238k 14 9% 947k 22k 108k 1,077k
- add-ons n/a 1,195k 280k 1,475k 4 8% n/a 1,324k 83k 1,407k
950k 1,221k 542k 2,713k 92% 947k 1,346k 191k 2,484k
Gross written
pramiums £226 1m £39 6m £622m £3279m 75% £2350m £379m £€320m £304 9

The pnor penod has been restated to reclassify certan overhead costs as cost of sales o a consistent basis with the current panod The total Trading

Profit of £100 4m s unchanged

The motor market remamed highly competitive, with average premiums continuing 1o fall at the start of year before increasing
from the second quarter of 2015 Against this backdrop, we have grown both customer numbers and profits by increasing our

42 SAGA PLC ANNUAL REPORT AND ACCOUNTS FOR THE YEAR ENDING 31 JANUARY 2016




competitiveness through capitaisng on our underwniung performance and the inhial impact of the new motor panel
Underlying core policy volumes excluding Bennetts were up 3 1% in the year

Overall motor revenue grew by 2 1% to £318 7m {2015 £312 Om) Revenue and gross wntten premiums from core underwniten
policies decreased durning the year as a whole, reflecting the fact that premiurms were falling or only starting to recover when

a number of these policies were written This was offset by a £10m increase in revenue from Broking and Other due to the
inclusion of Bennetts from 1 July 2015 and the iniisal iImpact of the motor panel

Overall, the positve claims expenience within the core business has enabled a growth in Trading Profit of 17 8% despite
ongoing challenging market conditions

Motor underwriting
The profitatility of the core underwntten motor business has improved, as lower net earned premiums are more than offset
by improved claims experience, increases in other iIncome streams and lower operating expenses

Mater Core 12m to 12mto
Underwnting PaL Jan 2016 Growth Jan 2015
Net earned premium A £226 5m (2 79%) £232 8m
Instalment mcome £4 4m 222% £3 6m
Other income £6 8m 54 5% £4 4m
Revenue £2377m {1.3%) £240 8m
Claims costs B (£179 8m) {36%) (£186 6m)
Reserve releases C £64 6m 32% £62 6m
Claims handiing and regulatory fees D (£18 8m) 87% ({£17 3my)
Total cost of sales E {£134 Om) {5 2%) {£141 3m)
Gross profit £103 7m 4.2% £99 5m
Total expenses F {£34 5m) {13 8%) {£40 Om)
Investment retum gi3em (12 8%) £1586m
Trading Profit £82.8m 10.3% £751m
Reported loss ratio (B+CYA 50 9% (2 4%) 53 3%
Expense ratio (C+FA 235% {119%) 24 8%
Reported COR (E+FYA 74 4% {3 5%) 779%
Pure COR (E+F-CyA 102 9% (19%) 104 8%

The pror penod has baen restated to raclassify £10 0m of prior year reserve releases from current year claims costs following a raview duning the penod,
and to align the presentation of costs batween claims, claims handing and fotal expenses on a consistent basis with the current penod

Net earned prermiums were 2 7% lower due to faling or flat premiums dunng part of the year and a reduction in underwriting for the
AA motor business This was partially offset by a £2 4m increase in other incormne from the introduction of broker arrangement fees
and a imited increase in administrative charges

The Group has not seen the Increase In claims frequency that 1s being reporied elsewhere in the market, with frequency being
broadly flat across accidental damage, third party damage and personal injury clams As previousty reported, this 1s largely a result
of the charactenstics of the Group's currant customer base, with the majonty of customers being retired, therefore lessening the
impact of recent falls in fusl costs and economic growth

Claims seventy dunng 2015 has also been broadly stable across accidental damage and small persenal injury claims, with the Group
not currently expenencing the inflabon in personal njury clams costs reported elsewhere The Group has continued to mantain
strong levels of retention within the Ministry of Justice Portal, in addition to its significant and ongoing focus on effective management
of these types of clams

The Group has seen a marginal Increase in third party damage seventy, chiefly dnven by increases in at-fault repar costs that have been
seen across the market following the Coles v Hetherton judgment
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GROUP CHIEF FINANCIAL
OFFICER’S REVIEW
CONTINUED

The combined operating ratio, at 74 4% has improved by 3 5 percentage ponts, partially as a result of the £2 Om increase in reserve
releases reflecting an improvement of clams expenence on large and small personal injury clams The pure combined operating
ratio mproved by 19 percentage points as a result of a reduction in operating expenses as a greater share of indirect costs were

allocated to the home and other insurance segments duning the year to reflect the relative revenues of the businesses

Investment return decreased by 12 8%, which was drven primarily by lower returns on mark-to-market elements of the portfolio
as a restt of the recent turmotll in global markets

Home mmsurance

12m to Jan 2016 12m to Jan 2015
Ancillary Core Broking/ Total Ancillary  Core Brokng / Total
uw Gownsured Home Growth uw Ceinsured Home
Revenue £18 2m £81 6m £99.8m 87% £15 8m £76 Om £91 8m
Gross profit £13 2m £80.8m £94 0m 77% £12 5m £74 8m £87 3m
Operating expenses (£3 8m}) (£26 2my} (£30 Om) 181% (£0 8m) {£24 6m) {£25 4my}
Investment return £01m - £01m {50 0%) £02m - €0 2m
Trading Profit £9 5m £54 6m £64.1m 3 2% £11 9m £50 2m £62.1m

Number of policies sold
—core n/a 1,287k 1,287k 23% n/a 1,258k 1,288k
- add-ons 546k n/a 548k {7 0%) 587k n/a 587k
546k 1,287k 1,833k (0 79) 587k 1,258k 1,845k

Gross wnitten

premiums £21 4m £153 8m £175 3m (3 7%) £221m £159 9m £182 0m

The home insurance market has remained highly competitive over the last year, as continuing benign weather conditions have

reduced claims costs across the industry resulting n a third consecutive year of fallng premiums

Despite these market conditions, the efficlency of the home panel has allowed the Group to continue to improve the net rates
it receves from 1ts underwnters to grow core policy numbers, increase revenue by 8 7% to £99 8m (2015 £91 8m) and
Trading Profit by 3 2% to £64 1m (2015 £62 1m)

Operating expenses were up £4 6m as improved revenues relative 1o motor resulted in a greater proportron of indirect cosis

being allocated to home
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Other insurance

12m to Jan 2016 12m to Jan 2015

Total Total
Core Core Broking/ Other Core  Core Broking / Other
uw Other Insurance Growth uw OCther Insurance
Revenue £37 3m £54.3m £91 6m 6 4% £39 9m £46 2m £86 1m
Gross profit £4 2m £54.1m £58 3m 78% £7 9m £46 2m £54 1m
Operating expenses (£2 3m} (£25 9my) £28 2my) 28 8% [£2 Om) {£19 8m) {£21 9m)
Investment return £0 5m - £0 5m {66 7%) £15m - £15m
Joint venture - £01m £01m (S1 7%) - £12m £12m
Trading Profit £2 4m £28.3m £307m (12.0%} £74m £27 5m £34 9m

Number of policies sold
- core 28% 355k 383k 11 3% 34k 310k 344k
- add-ons n/a 1Kk 1k {80 0%) n/a 5k 5k
28k 356k 384k 10 0% 34k 315k 349k

Gross written

premiums £6 Om £119 Om £125 0m 36% £6 6m £1141m £12G 7m

Revenue in other Insurance lines grew by 6 4% to £91 6m (2015 £86 1m), driven by an increase in travel Insurance volumes and

Improved marging on private medical

Trading Profit was down £4 2m due to an increased allocation of indirect costs in ine with relative revenues across the
Insurance business, an mcrease in marketing investment in Legal Services and the impact of the adminstration of Parabis

Law LLP
Insurance underwriting
Reserving
12m to 12m ta

Reserve releases Jan 2016 Growth Jan 2015
Maotor nsurance
Core UW £64 6m 3 2% 682 6m
Ancillary £21m 250 0% £08m

£66 7m 55% £63 2m
Home insurance £02m (87 5%} £16m
Other insurance £11m (63 3%} £30m
Total £68 0m 03% £67 8m

The pnor penod has been restated to reclassify £10 Om of prior year reserve releases from current year claims costs folfowing a review duning the penod

Favourabte claims development expenence dunng the twelve months to 31 January 2016 has resulted in a reduction in the
reserves required in respect of pnor year claims  This has been driven by large and small personal injury claims and by other
classes and resulted in a matenally consistent leve! of reserve releases totaling £68 Om during the year There has been no
detencration in the reserve margin year-on-year
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GROUP CHIEF FINANCIAL
OFFICER’S REVIEW
CONTINUED

Analysis of insurance contract labiities at 31 January 2016 and 31 January 2015 1s as follows

12mto Jan 2016 12m to Jan 2015
Reinsurance Reinsurance
Gross Assets Net Gross Assets Net
Reported claims £341 5m (£70 7my) £270 8m £330 6m (£45 9m) £284 Tm
Incurred but not reported* £209 2m (£30 9m) £178 3m £211 5m (€14 3m) £197 2m
Claims handling provision £10 9m - £109m £103m - £10 3m
Total claims cutstanding £561 6m (€101 6m) £460 0m £552 4m (£60 2m) £492 2m
Unearned premums £141 7m (€4 8m) £136 9m £152 3m {£3 2m) £1491m
Total £703 3m (£106 4m) £596 9m £704 7m (£63 4m} £641 3m

Inciudes amounts for raported claims that are expecied to bacome Penodical Payment Orders

The Group's total insurance contract labilittes net of reinsurance assets have reduced by £44 4m as at 31 January 2016
from the previous year end, driven by an £18 8m reduction in IBNR clams reserves, £13 9m less reported claims reserves
and a £12 2m reduction Iin unearned premium reserve

Investment portfolio

The maonty of the Group's financial assets are held by its underwriting entity and represent premium income received and
invested to settle claims and to meet regulatory capital requirements The matunty profile of the invested financial assets

15 ahgned with the expected cash outflow profile associated with the settlement of claims in the future

The amount held in invested funds decreased by £29 2m compared with the previous year, from £654 Om as at 31 January
2015 to £624 8m as at 31 January 2016 As at 31 January 2016, 92% of the financial assets held by the Group were invested
with counterparties with a nsk rating of A or above, which 1s up 10 percentage pomts on the previcus year and reflects the
improved credit sk rating of the Group’s counterparties

At 31 January 2016 AAA AA A <A Unrated Total

Underwriting investment portfolio

Depaosits with financial institutions £300m £140 3m £243 3m - - £413 6m
Debt securities £852m - - - - £85 2m
Money market funds £759m - - - - £759m
Hedge funds - - - - £26 7m £26 7m
Loan funds - - - - £193m £19 3m
Loan notes - - - - £3 8m £3 8m
Unhisted equity shares - - - - £0 2m £0 2m
Total invested funds £191 1m £140 3m £243 3m - £500m £624 7m
Hedging dervative assets - £101m £9 9m - - £200m
Total financial assets £191 1m £150.4m £253 2m - £50 Om £644.7m

46 SAGA PLC ANNUAL REPORT AND ACCOUNTS FOR THE YEAR ENDING 31 JANUARY 2016




At 31 January 2015 AAA AA A <A Unratad Total

Underwniting investment portfolio
Deposits with financial institutions £300m £1803m £2136m £55 5m - £479 4m
Debt secunties £719m - - - - £719m
Money market funds £40 6m - - - - £406m
Hedge funds - - - - £33 8m £33 8m
Loan funds - - - - £196m £196m
Equities - - - - £87m £87m

Total invested funds £142 5m £180 3m £213 6m £55 5m £621m £654 Om

Amounts owed by related
undertakings under the
previous group structure - - £5 6m - - £5 6m

Total financial assets £142 5m £180 3m £219 2m £55 5m £62 1m £659 6m

Solvency capital

12mto
Jan 2016

Undertaking-specific parameters
Solvency Capital Requirement (SCR) £128 8m
Avallable capital £219 6m
Surplus £90 8m
Coverage 170%

The Group had its use of the Undertaking Specific Parameters route for Solvency Il approved by its regulator, the Financial
Services Commussion in Gibraltar, during the year Under Solvency Il the Group had an SCR of £128 8m at 31 January 2016
and avallable capitat 1s £219 6m, giving a coverage ratio of 170% and retaining its strong capital position

The following table shows a range of impacts aganst the base Solvency Il coverage ratio

Sensitvities

Base Solvency |l coverage 170%
Interest rates +1% / -1% +3%/-3%
Equities -15% -2%
Credit spreads + 50bps/-50bps -6%/+6%
3 large losses of £10m each -6%
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GROUP CHIEF FINANCIAL
OFFICER’S REVIEW
CONTINUED

Travel
The travel business has had another strong year of trading, supporied by the acquisiion of Destinology in August 2014

12m to 12mto
Jan 2016 Growth Jan 2015
Revenue:

Holdays £336 gm 13 3% £297 3m
Cruising £86 2m 26% £84 0m
£423 1m 11 0% £381 3m

Gross profit
Holidays £68 6m 16 4% £58 9m
Cruising £173m {2 8%} £178m
£85 9m 12.0% £76 Tm
Operating expenses (K69 1m) g 0% (£63 4m)
Investment income £0 4m 33 5% £0 3m
Trading Profit €17 2m 26 5% £13 6m
Number of holidays passengers 189k 99% 172k
Number of ship passenger days 339k 09% 336k

The holidays businesses generated a 13 3% increase in revenue to £336 9m (2015 £297 3m), £32 8m of which was attnbutable
to the iImpact of Destinology being ncluded for a full year Gross profit increased by 16 4% to £68 6m (2015 £58 8m), around
half of which was due to Destinology, and the number of passengers traveling increased by 9 9%, largely driven by the impact
of Destinotogy

The Saga Holidays and Titan businesses both delivered increases in revenue and gross profit, driven by a shift in product mix
towards higher-value, higher-margin long-haul and third party cruise products

Saga Cruising delivered revenue of £86 2m, 2 6% above the previous year (2015 £84 Omy}, driven primarily by improved yields
Ongoing investment in the ships and the Saga cruise customer experience resulted in a marginal decrease in gross profit
of 27% to £17 3m (2015 £178m)

An overall 12 0% increase (n gross profit was partially offset by a 9 0% increase in operating expenses, driven by the full year
impact of Destinclogy The Travel segment as a whole delivered a 26 5% increase in Trading Profit to £17 2m (2015 £13 6m)

Emerging businesses and central costs

12m to 12m to

Jan 2016 Growth Jan 2015

Revenue £30.0m 2 4% £29.3m
Gross profit £13.6m 15% £134m
Operating expenses {£31 7m} 31 5% {£24 1m)
Investment income £02m {33 3%) £0 3m
Joint venture €1 4m) n/a -
Trading Loss {£19 3m) 85 6% (€10 4m)

Revenue from emerging businesses (which includes personal finance, continuing healthcare services, the media businesses
and the retirement villages pilot} was up 2 4% 10 £30 Om (2015 £29 3m) These businesses delivered a 1 5% increase N gross
profit to £13 6m {2015 £13 4m)

The overall Trading Loss from this segment was £19 3m (2015 £10 4m) £5 5m of the increase was due to the normahsation

of histed company costs, with the balance being made up of additional Group costs, including the investment in the newly
launched Saga Investment Services
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Discontinued operations

12m to 12m to

Jan 2016 Growth Jan 2015

Revenue £206 2m (27.2%) £283 2m
Gross profit £570m {31 7%) £83 4m
Operating expenses ({£68 4m) (24 4%) {£77 2m)
Trading (Loss) / Profit (£1 4m) (122 6%) £6.2m
Exceptional items (£6 4m) (23 8%} (£8 4m}
Net finance expense on pension schemes {£0 4m) 33 3% (£0 3m}
Loss before tax (£8 2m) 228 0% (£2 5m}
Tax expense £0 3m (86 4%) £2 2m
Loss after tax, before amortisation {£79m) 2,533 3% {20 3m)
Gain on disposal of discontinued operations £10m -
Amortisation of associated intangble assets - {10 4m)
Loss an re-measurement of disposal group to far value - {£209 5m)
Loss after tax for the year from discontinued operations (£6.9m) (96 9%) {£220 2m)

On 30 November 2015, the Group completed the sale of the local authonty section of the healthcare business, Alled
Healthcare, resulting in a £1 Om gan on cispesal This was offset against a loss after tax for the period up to this date
of £79m, resulting in a loss after tax for the year from discontinued operations of £6 9m

Financial outlook and guidance

During the year ending 31 January 2017 insurance profitability 1s expected to benefit from higher policy numbers, the
positive impact of the panel and the ongoing benefits of efficiency improvements This will be partally offset by the impact
of the recently announced quota share arrangement Reserve releases are expected to contribute matenally dunng the year,
but at a reduced level from the year ending 31 January 2016

Growth In our tour operating businesses will be largely offset by the mpact of the two-month wet dock for Saga Sapphire
in the cruise business Therefore, profitability for the travel business will be relatively flat year on year

Subject to market conditions rermaining materialty consistent, the Group 13 therefore targeting PBT growth of between
5% and 7% for the year ending 31 January 2017 At the sarne time, the Group expects to delever further, benefiting from its
strong solvency position in AICL, the imnitial benefits of the quota share arrangement and our prudent Investment strategy

The additional capital released gradually over the next few years from AICL will provide additional free cash flow and enable an
increase In the dividend payout ratio 1o between 50% and 70% of net earnings, whilst retaining the Group's target debt range
of M\5x to 2 Ox Trading EBITDA

Group Chief Financial Officer
18 April 2016

The Strategic Report was approved by the Board and signed on its behalf by Lance Batchelor, Group Chief Executive Officer
on 18 Apnl 2016

<
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CORPORATE GOVERNANCE STATEMENT
CHAIRMAN'S STATEMENT

Governance to support our strategy

Andrew Goodsell
Chairman

Key features - corporate Cur Board regularly discusses:
governance report

— Aclear and concise review of how — Qur customers’ needs
governance fits with strategy — Strategy

— An explanation of how our — Financial periormance
governance framework supports — Talent management and
the Saga Way and the Saga Mode! succession planning

— The findings of our first Board — Risk appetite
evaluation exercise — Brand and reputation

“This year is about ensuring that our
governance framework supports and
sets the tone for the strategic direction
of the business.”

uring our second year
as a public company, we
have agreed a clear plan
and operating model for
the future {as outlined on
pages 13-15) This year s
about ensuring that our governance
framework supports and sets the
tone for the strategic direction of
the bustness

This corporate governance report
explains how our processes not only
ensure good stewardship and control,
but also allow us to grow The Audit,
Risk, Remuneration and Nommnation
Committees (the ‘Comrmuittess’) have
played an mportant role in allowing this
to happen Crna NIChionna became
Risk Committee chair in June 2015,
taking over from Ray King, who remains
a Risk Committee member and char

of the Audit Commuttee

The Group’s nsk management
processes have been reviewed by the
Risk Committee, which discussed our
nsk appetite and tolerance levels, and
considered how these would affect

our strategic direction The principal
nsks and uncertainties analysis played
an important part in the formulation

of the viability statement (see page 69)
The Audit Committee considered the
approach taken and the viability
statement itself (see page 53), and
provided assurance that the relevant
systems and processes were in place to
ensure that the annual report as a whole
1s ‘farr, balanced and understandable’
Detatls can be found in the Aud:t
Committee Report on pages 70-73

Our brand and reputation

In the spint of the Saga Way (see page
23), the Board is committed to ensunng
that our brand and reputation for
excellent customer service are never
compromised We are also focused

on delivering the best service to our
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shareholders and it 1s wital that our
corporate governance procedures allow
us to implement strategic decisions
effectively The composition of the
Board will coniinue to support this

There have been changes to the Board
during the vear and the Nomination
Committee played an important role

in helping us todentify the skill set we
needed to achieve the nght balance
This Committee also considered how
we manage our talent and succession
planmng - for more detalls see pages
64-65

Last year, | reported that Stuart Howard
intended to retire at the Company's first
AGM on 23 June 2015 In order for an
effective handover to take place,
Jonathan Hill joined as Group Chief
Financial Officer Designate in April 2015,
was apponted a Director on 29 Apnil
2015, and took up the role of Group
Chief Financial Officer following Stuart’s
retirement at the AGM  Jonathan's
wealth of experience in senior financial
operational and hsted roles makes

him a valuable addition to our leadership
team Since joining, Jonathan has
demonstrated a passion for growth
whilst focusing on a capital efficient
model and high levels of cash generation
As projected at the time of isting, and
following a 16 month handover period
with Lance Batchelor, Group Chief
Executive Officer, | transiioned from
Executive to Non-Executive Charrman
on 1 July 2015

On 2 December 2015, as a result of the
share placing undertaken by Acromas
Bid Co Limited, Non-Executive Directors
Charles Sherwood and Pev Hooper
resigned from the Board This was in
accordance with the Relationship
Agreement dated 8 May 2014 which
required their resignation once the level
of indirect sharehofding of the Private

Equity Investor they represented fell
below 10%

Bridget Mclntyre was appointed as an
independent Non-Executive Director
on 1 January 2016 Bndget has
considerable insurance, management
and financal management experience
and | was delighted to welcome her to
the Board Her appomntment enhances
our Insurance expertise and also brings
a wealth of iIndustry expenence that

| am sure will prove to be of great
value to us

These changes mean that we comply
with the Code's recommendation that
at least half of our Bocard members are
independent Non-Executive Directors
For full details of Board composition
see page 62

Board evaluation

We conducted our first Board and
Committee evaluation dunng the

year to ensure that our Independent
Non-Executive Direstors had ganed

a good understanding of our business
and our short and long-term strategic
goals | am pleased to say that the
evaluation confirmed that this was the
case The exercise alsodentfied areas
on which to focus over the forthcoming
year, including how we can ensure that
Board meetings are structured to allow
maximum time for debate and strategic
discussion A full explanation of the
evaluation exercise can be found on
page 63

The Remuneration Policy was approved
by our shareholders at our AGM

over 99% voted in favour The full
Remuneration Report can be found

on pages 78-100

UK Corporate Governance Code
The Board reviews our governance
framework against best practice and
regulatory requirements every year

A summary of how we have complied
with the Code I1s set out overleaf

QOur approach to leadership and
effectiveness 1s detalled on page 56-59
and 62-83 respectively, accountability
on pages 66-69, and relations with
shareholders on page 77

Governance IS Integral to the success
of our business It 1s not just a case
of 'ticking the box', but 15 viewed as
a way of exploring opportunities and
acting as a check and balance for
decisions made

This approach will support the Saga
Medel {outlined on page 13) and wilt
aliow us to provide differentiated
products that our customers want, in a
way they like, with outstanding service

Qur shareholders and our AGM
Duning the year, we introduced a
Dividend Reinvestment Plan for those
shareholders who wish to turn cash
dwvidends into more shares We also
awarded eligible employees with free
shares under the 2014 Share lncentive
Ptan to reward ther hard work and allow
themn to share in our journey

At our first AGM at our head office

in Folkestone, Kent on 23 June 2015,
all resolutions were passed with a
significant majonity and all Directors
standing for re-election were re-
appointed | look forward to this year's

AGM -an 0 welcome comments
fro r shareholders at any time

Andrew Goodsell
Charman
18 Apnl 2016
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CORPORATE GOVERNANCE
STATEMENT CONTINUED

Compliance Statement

The Board 1s commutted to high
standards of corporate governance
and manages Saga’s operations in
accordance with the UK Corporate
Governance Code 2014 (the 'Code’)
A full verston of the Code can be found
cn the Financial Reperting Council’s
(‘FRC") website www frc org uk The
Company complied with all of the
provisions of the Code throughout
the year, except for provisions
A31andE11

Explanations

A 31 The Code recommends that the
chairman of the board should meet the
independence cnteria set out in the
Code on appontment

Andrew Goodsell acts as Charman and
was not independent on appaintment,
having previously been the Group Chief
Executive and Executive Chairman
Andrew 15 responsible for the leadership
and overall effectiveness of the Board
and setting the Board’s agenda During
the year, Andrew's responsibiities were
aligned with those normally undertaken
by a Non-Executive Charman, as
recommended by the Code During

the period that Andrew was Execulive
Charrman, Phiip Green, our Senior
Independent Director, had certain
responsibiliies which went beyond
those contemplated n the Code,
notably in relation to the appointment

of independent Non-Executive Directors
to the Committees

The dvision of responsibiities between
the Charman, Group Chief Executive
Officer and role of Senior independent
Director were reviewed and approved
by the Board on 8 December 2015
This document 1s reviewed annually

E11 The Code recommends that

the senior independent director should
attend sufficient meetings with a range
of major shareholders to listen to

their views in order to help develop

a balanced understanding of their
1ssues and concerns

Most contact wath major shareholders
has taken place via the Charrman,
Group Chief Executive Officer and
Group Chief Financial Officer and

we consider this appropnate for this
year The Senior Independent Director
has been available for meetings with
our mayar shareholders but has

not attended any during the year
Notwithstanding this, we have
maintained an ongomg dialogue with
our major shareholders and ensured
their views are communicated to

the Board Details can be found

on page 77 of this report
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Viability statement

The Directors have considered the
viability of the Group over the five year
perod to January 2021 and have
concluded there to be a reasonable
expectation that the Group will be
able to continue in operation and
meet its labiities as they fall due

over this period

The Directors have determined the
five year penod to January 2021 to
be an appropnate penod over which
to assess the Group's viability, as
this penod

a) 1s consistent wath the planning
horizon over which the Directors
normally consider the future
performance, capital and solvency
requirements of the business, and
includes the refinancing of the
senior bank facilities and the
delivery of the contracted new
ship - the Group's two major
future financing transactions
which both occur in the year
ending January 2020

b

-

In making this statement the Drectors
have considered the resihence of the
Group, taking account of 1ts current
position, the principal risks facing the
business in severe but plausible
scenarnos, and the effect of any
mitigating actions The Directors have
considered each of the Group's
principal risks and uncertainties
detalled on pages 28-32 and the
potential impact of these nsks on the
business model, future performance,
solvency and hquidity over the penod
The Directors have made a key
assumption that it 1s reasonable to
believe that debt funding to replace
the existing senior bank facilities
when they mature will be available

in 2!l plausible market conditions

Fair, balanced and understandable
In accordance with the principles of
the Code, the Board has established
arrangements 1o evaluate whether

the information presented in the
annual report s far, balanced and
understandable Hawving taken advice
from the Aucit Committee, the Board
considers the annual report and
accounts, taken as a whole, are farr,
balanced and understandable and
provide the information necessary for
shareholders to assess the Company’s
posttion and performance, business
modsl and strategy

The Directors have a reasonable
expectation that the Company has
adequate resources to continue

In operational extstence for the
{orseeable future It 1s therefore
appropriate to adopt the going
concern basis in preparing the
financial statements

Going concern

The Group’s business activities,
together with the factors lkely to
affect its future development and
performance, s exposure to sk

and its management of these risks,
details of its financial instruments

and derivative actvities, and detalls
of other financial and non-financial
liabilihes are described throughout
the annual report (principal nsks

and uncertainbes pages 28-32,
Group Chief Financial Officer's

review pages 38-49, accountability
pages 66-69, Audit Committee report
pages 70-73, Risk Committee report
pages 74-76), and notes 17, 18 and 28

The Group has access to sufficient
cash and other financial resources
together with a large renewing income
stream from insurance polictes and
high-repeat purchase levels from
customers of its other products,
together with long-term contracts with
a number of suppliers across differeni
industries As a consequence, the
Directors behieve that the Group 1s
well placed to successfully manage
its business nsks

Assessment of risk

Through the risk cycle detarled on
page 68, the Board 15 able to confirm
that it has carned out a robust
assessment of the principal ngks
facing the Company, including those
which would threaten our business
model, future performance, solvency
or lquichty

Statement of review

The nsk management process
detalled on pages 66-69 was in place
for the year under review and up to
the date of approval of this report

The Board has conducted a review
of the effectiveness of Saga's nsk
management and internal control
systems, including all matenal
finangial, operational and comphance
controls, and concluded that these
are acceptable
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CORPORATE GOVERNANCE
STATEMENT CONTINUED

Compliance Statement continued

The Company applied the main principles of the Code as follows

A Leadership

Al The role of the Board

The Board met formally six times dunng
the year The schedule of matters
reserved for the Board was reviewed on
24 September 2015 There 1s a governance
structure throughout the Group, which
sets out delegated authorities

A2 Dmision of responsibilities

There s a ¢lear dvision of responsibiities
between the Chairman and Group Chief
Executive Officer, as set out in the
Explanations section above

A3 The Charman

The Chaurman sets the agendas for
mestings, manages the meeting tmetable
(in conunctien with the Company
Secretary) and faciitates open and
constructive dialogue during the meetings,
with particular focus on strategic 1Issues
The Charrman promotes constructive
relations between Executve and Non-
Executve Directors

Ad Non-Executive Directors

The Non-Executve Directors provide
objective, ngorous and constructve
challenge to management and meet
regularty without the Executive Directors
The Senior Independent Non-Executive
Director acts as a sounding board for the
Chairman and led an evaluation on the
Chairman's performance

B Effectiveness

B1 The composition of the Board

The Nominatton Committee s
responsible for regularly reviewing the
composition of the Board, considering
succession planning and evaluating skilis,
knowledge and experience reguired In
Board candidates

B2 Appointments to the Board

The appointment of new Directors

to the Board 1s led by the Nomination
Committee and the process s such that
canddates are selected on ment, but with
regard for diversity Further detalls of the
actrities of the Nommation Committee can
be found on pages 64-65

B3 Commitment

On appointment, Directors are notified

of the ime commitment expacted from
them External directorships, which may
impact on the existing ime comnitments
of the Executive Directors, must be
agreed beforehand with the Chairman

B4 Development

A tallored programme 1s set up when
a Director joins the Board and this 1s
angaing to ensure that Directors’ skills
and knowledge are regularly updated
and refreshed

B5 Information and support

The Chairman, in conjunction with

the Company Secretary, ensures that all
Board members recewve accurate and
timely information and are kept informed
on all governance matters

B6 Evaluation

The Board conducted an annual
evaluation of its own performance and
that of its Committees and indwidual
Directors, as set out on page 63

B7 Re-election of Directors
All Directors are subject to shareholder
annual re-election

54 SAGA PLC ANNUAL REPQRT AND ACCOUNTS FOR THE YEAR ENDING 31 JANUARY 2016




C Accountability

C1 Financial and business reporting
The Strategic Report 15 set out on pages
01-49 {inclusive) and this provides
information about the performance of
the Group, the business model, strategy
and pnncipal nsks and uncertanties
relating to the Group's future prospects

C2 Risk management and

internal control

The Board sets out the Group's nsk appetie
and nsk policy The effectiveness of the
Group’'s nsk management and internal
cantrol systems 1s reviewed annually

The acinties of the Risk Committee, which
assists the Board with its responsibiitres in
refation to the management of nsk, are
summansed on pages 74-76

C3 Audit Committee and auditors

The Board has delegated a number of
responsibiities to the Audt Committee,
which 1s responsible for overseeing the
Group's financial reporting processes,
internal controls and the work
undertaken by the external auditors

The Chairmen of the Risk and Audit
Commuttees are Board memkbers and
provide regular updates to the Board
regarding Committee business

D Remuneration

D1 The level and components

of remuneration

The Remuneration Commitiee 1s
responsible for setting levels of
remuneration which wall attract, retain and
motivate Board members Remuneration
15 structured to ink it to both corporate
and individual performance, so that
management’s interests are algned

with those of shareholders and the
long-term success of tha Company

D2 Procedure

Detalls of the work of the Remuneration
Commuttes and Remuneration Policy can
be found n the Directors’ Remuneration
Report on pages 78-100 {inclusive)

E. Relations with shareholders

E1 Dialogue with shareholders

The Board actively engages with
shareholders and values opportunities to
meet with them The Charman has direct
contact with our major shareholders and
ensures that the Board Is kept informed
of shareholder views and that all Drectors
are in touch with shareholder opinion

E2 Constructive use of general meetings
The Board see the AGM as an important
opportunity to meet with shareholders
The Charrman and Charrs of each
Committee are avallable for questions
dunng the formal part of the business

and the Board {(and senior management)
are avallable after the meeting

Details of how the Board engages with
shareholders can be found on page 77
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CORPORATE GOVERNANCE
STATEMENT CONTINUED

Leadership

It is important that our leadership team
supports the Saga Model, which helps
deliver growth in our target markets
Cur brand remains at the core of the
Saga Model (see page 13} We
recognise that to provide dfferentiated
products via unique routes to market
with outstanding levels of service we
must empower our leaders

Lance Batchelor, Group Chief Executive
Officer, regularly hosts events with all
senior management who either report
to um or his direct reports This group
was Instrumental In helping to develop
the Saga Model and the Saga Way
(see page 23) Culturaily, the journey
1s shared across all employees, with
clear and consistent messages set

at executive level, 1o filier throughout
the Group

All Drectors, members of the Group
Executive Committee and persons
discharging managenal responsibilties
recewve training on an ongoing basis, to
ensure they remain aware of regulatory
and statutory responsibiities In addition,
all ndependent Non-Executive Directors
visit business areas so that they remain
close to what Saga does, see how
strategy works in action and how the
discussion in the boardroom translates to
the front ine of the business All Directors
have visited all business areas, including
our call centres and cruise ships

56

The Board of Directors

The Board 1s responsible for, and
provides, the overall direction for
management, debating what our
prionties are and setting Saga’s values
and standards A fundamental part of
this role 1s considenng the balance of
interests between our shareholders,
our customers, our employees and the
commuruties in which we work

We also provide oversight and supervision
of Saga's operations ensunng

— successful implementation of
agreed plans

— sound planning and competent
management

— a sohd systern of internal control
and nsk managemeni

- adequate accounting and
other records

— comphiance with statutory and
regulatory obligations

Qur Board

The Board has a clearly articulated
set of matters which are specifically
reserved to it and this 1s reviewed
annually (the last review being 24
September 2015} These include

— any decisicn Likely to have a material
impact on Saga from any perspective
including, but not imited to, financial,
operational, strategic or reputational

— the strategic direction of the overall
business, objectives, budgets and
forecasts, levels of authority to
approve expenditure, and any
maternal changes to them

— the commencement, matenal
expansion, diversification or
cessation of any of Saga’s actvities

— Saga's regulatory, financial and
matenal operational policies

— changes relating to Saga's capital,
corporate, management or control
structures

— matenal capital or operating
expanditures, outstde pre-
determined tolerances or beyond
the delegated authonties

— major cagtal projects, corporate
action or invastment by Saga that will
have, or are likely to have, a financial
cost greater than the amount set out
in the relevant contract approval
processes from tme o time

— any matenal contract or joint venture
and matenal arrangements with
customers or suppliers

A review of our strategic objectives and
financial performance takes place at each
Board Meeting

Details of the Board activities during the
year can be found on page 59
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Board attendance during the year

The Beard 1s scheduled to meet at least six imes a year and then meets on an ad hoc basis as necessary During the ysar
it met formally on six occasions In addition, meetings were convened as necessary to approve strategic matters, and a
strategy event was held in November where annual and five year plans for each of the businesses were presented to the
Board and discussed

Attendance at

Member Role Board meetings
Andrew Goodsell Charman {Board governance, performance and

shareholder engagement) 6/6
Lance Batichelor Group Chief Executive Officer (strategy and Group performance) 6/6
Jonathan Hill* Group Chief Financial Officer (Group financia! performance) 4/4
Stuart Howard? Retired Group Chief Financial Officer 3/3

Non-Executive Directors

James Arnell Private Equity Investor appointed 4/8
Pev Hooper3 Resigned (Private Equity Investor appointed) 5/5
Charlas Sherwood? Resigned (Private Equity Investor appoinied) 5/5

Independent Non-Executive Directors

Philip Green 6/6
Ray King , 5/6
Assess, challenge and montor Executive Directors’ delivery
Bridget Mclntyre? of the strategy (within risk and governance structures), financial n/a

controls and intagrity of financial statements, and Board diversit
Orna MiIChionna megnty ot l Y 6/6
Gareth Willams 6/6

Janathan Hill was appointed on 29 Apnl 2015

Stuart Howard retired at the AGM on 23 June 2015

Pev Hooper and Charles Sherwood resigned on 2 December 2015

Brnidget Mclntyre was appomnted on 1 January 2016 and therefore did not attend any scheduled meetings during the year

oW N
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CORPORATE GOVERNANCE
STATEMENT CONTINUED

Lea d e rS h i p continued

The Company Secretary attends all meetings as secretary to the Board In addition, we glso inwite other executives and

directors from around the Group, and external advisers, to provide instght into key strategic areas

— strategic direction of the Group
— leadership and management

The Board 1s responsible for

— setting values and standards {the Saga Model
and the Saga Way — see pages 13 and 23 respectively)

— considernng the needs of our shargholders, employees

and customers

— ensuring comphance with statutory and regulatory obligations

managing nsk and control

The Nomunatron
Committee 1s
responsible for

— prowiding
recommendaticns on size,
structure and composition
of the Board

— succession planning

— evaluating skills,
knowledge,
independence and
dersity of the Board

— dentifying and nominating
candidates to filt Board
vacancies

— reviewing Board
performance and
Chairman evaluation
reslts

Ses pages 64-65 for the
Nomination Commuttee report

The Audit Commuittee
1s responsible for

— morutoning the integnty
of financial statements

— reviewing internal and
external audit work plans

— assessing the adequacy
and effectiveness of the
Company's internal and
external audits and
controls

~ reviewing Saga's annual
and half year financa!
statements and
accounting policies

— considenng and making
recommendations for the
engagement of external
auditors

— monitonng the scope of
the annual audit and the
extent of the non-audit
work undertaken by
external auditors

- ensunng whistleblowing
and anti-fraud systems
are in place within Saga

Sew pages 70-73 for the Audit
Committes report

The Risk Committee

1S

responsible for:

advising on the Group's
nsk appette, tolerance
and sirategy

overseeing and advising
the Board on current risk
exposures and future
risk strategy

reviewing nisk assessment
and management
procedures

monitonng principal
business nsks

reviewing the adequacy
and effectiveness of nsk
management systems
and the comphance
functian

reviewing and monitonng
management response to
the Cheef Risk Officer's
findings and
recommendations

See pages 74 76 for the Risk
Comrerutiee report

The Remuneration
Committee 15
responsible for

— setting and monitoring the
Remuneration Policy for
senigr executives

— recommending and
monitoring remuneration
packages for Executive
Directors, the Chairman
and senior management

— reviewing and
administering employee
share schemes

— setting key performance
indicators for the Annual
Bonus Plan and long-term
incentrves

— preparing an annual
remuneration report

The Remuneration Commitiee
Report 1s contaned within the
Directors' Remuneration Report
on pages 78-100 ands
incorporated into this Corporate
Governance Statement by
reference

The Executive Commuttee reports directly to the Board via the Group
Chief Executive Officer and Group Chief Financial Officer and 15 responsible for

— implementing strategy as determined by the Board

— executive management - monitorng trading aganst sirategy

— day to day operational management

— managing nsk and conduct
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Board activities during the year

1 Strategy

Board structured to support growth

~ Discussion of capital structure and
dradend policy

— Rewview and formal approval of key
decisions including
— acquisition of Bennetts

2 Customers

Every Board decision invelves

discussion on how it will affect

our customers

— Discussion regarding brand values

— Development of the Saga Way and
the Saga Mode!

— launch of Saga Investment Services  — Review of customer engagement — how

— dacision to proceed with
bullding new ship

~ Saga Healthcare pilot
— launch of the motor panel
— Sale of Alhed Healthcare

— Strategy offsite allows for detalled
review of each business’s annual
and long-term plans

wa Innovate our communication give our
customers the products they want and
continue to provide excellent service

2
Customers

3
1 Shareholder
Strategy engagement

5 Governance and nsk
Governance to support our strategy

— Rewviewed our approach to risk appetiie

and tolerance levels/thresholds
— Ensured our nisk policy met
UK Corporate Governance
Code requiremenis
— Idennfied rrsks and referred to
Risk Commuttee for consideration
o g threat of cybercrime
— Regular business and regulatory
updates presentad to the Board
~ Approved Audit Commutteg's

5 4
Governance Leadership and
and risk empioyees

recommendation to re-appoint auditors

and sign off financial cnme pokcies
— Approved tax, environmental, health

and safety and communication policies,

matters reserved for the Board and
Committees' tarms of referance

— Board and Commities evaluation
exarcise, reports, feedback and
action plans

3 Shareholder engagement

Listeming to our shareholders

— Listening to our shareholders before,
during and after the AGM

— Share tssus in connection with the
Customer Offer {one share awarded to
Ehgible Customers for every twenty held)

— Introduction of Chvidend Reinvestment
Plan 1o allow cash dvidends to be turned
Into shares

4 Leadership and employees

Importance of creating one culture

recognised

— Board composition (appointmant of
Jonathan Hill and Bridget Mcintyre)

- Extensive work on creating a unified
culture ~ the Saga Way

— Full reviow of talent development and
succession planning

— Employses participated in employse
engagement survey

— Share ssue N connection with the
Empioyse Offer {one share awarded to
Elgible Employees for every twenty held)

— Free shares awarded to eligible smployees
under Share Incentive Plan

Governance tn action

Our governance framework exists to support our strategy

Acquisition of Bennetts &

Expand insurance footprint

Introduction of motor panel

Grow our travel business

Considered by Risk
and Audit Gommittees
{as appropniate}

Reviewed and discussed
by Executive Committee

N Decision to build
: a new cruise ship

Launch of Saga

l Personal finance

Investment Services

Strategic discussions and
formal approval by Board

Announcement to market
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CORPORATE GOVERNANCE
STATEMENT CONTINUED

Board of Directors

1 Andrew Goodsell
Chairman

2 Lance Batchelor
Group Chief Executive Officer

3 Jonathan Hill
Group Chief Financial Officer

Andraw joined Saga in 1992 as Business
Development Manager, Saga Services
He became Saga Group Business
Development Director in 1995, Chief
Executive of Saga Services and Saga
Investment Direct in 1999, Deputy Group
Chuef Executive In 2001 and Chief
Executve and Charman in 2004 He has
led two management buyouts at Saga
The second, 1n 2007, brought together
Saga and the AA under the holding
company Acromas Holdings Andrew was
Executive Charrman of the AA from 2007
until Acromas Holdings sold it in 2014,
and Executive Charrman of Saga from
2007 until he became Non-Executive
Charman on 1 July 2015 He brings great
expenence of the Group to his Board role

Committee membership
Nomination

Lance joned Saga as Group Chief
Executive Officer mn March 2014

Prior to that he was CEQ of Domino’s
Pizza Group plc from 2011-2014 and
CEO of Tesco Mabile from 2008-2011
His earlier experience includes senior
marketing roles at Procter & Gamble,
Amazon com and Vodafone Lance's
first career was as a Royal Navy
submarnne officer He holds an MBA
from Harvard Business School, and 1s
a Trustee of the National Gallery Lance
has a wealth of senior operational
experience in hsted compantes which
he brnings to his role at Saga

Committee membership
Executive

Jonathan joined Saga n Apnl 2015 from
Bovis Homes Group plc where he was
Group Finance Director Prior to that,

he held vanous senior roles within TUI
Travel and Centnca Jonathan qualified
as a Chariered Accountant at Price
Waterhouse in London He bnngs a
wealth of sermior financral operational
and listed company expenence to his
role at Saga

Commuittee membership
Executive
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4 Philip Green CBE
Senior Independent
Non-Executive Director

Phitp 1s currently Chawman of Canllon ple
He 1s also Charman of BakerCorp, a US
Industnal services company owned by
Permira, and Chairman Designate of
Willams & Glyn Previously, Philip was
Charman of Clarkson plc, Chief Executive
of United Utilities Group plc and Chief
Executve of Royal PA0 Nedlloyd NV

His earlier business expenence includes
serving as Chief Operating Officer of
Reuters Group plc and Chief Operating
Officer of DHL for Europe and Afnca Philip
15 also the UK Prime Minister's adviser on
corporate responsibility and Charman of
Sentebale, a chanty set up by HRH Pnnce
Harry Philp was awarded a CBE in the
2014 Queen's Birthday Honours List This
was for services to business and to chanty
mn the UK and South Afnca Philip brngs
Fvs expenience of running a vanety of
complex internatonal organisations

and acting as an Executive and Non-
Executive Director of many

public companies to the Board

Committee membership
Neomination (Chairman), Audit,
Remuneration and Risk

5 Ray King
Independent
Non-Executive Director

Ray 15 currently Chairman of Rothesay
Holdco UK Ltd and of its regulated
substdiary, Rothesay Life plc He 15 also
a Non-Executive Director of the Financial
Reporting Council where he 1s a member
of the Codes and Standards Committee
and chairs the Audit and Assurance
Council Previously, he was Chief
Executive of Bupa from 2008-2012, after
serving as Group Finance Director from
2001-2008 Before Bupa, Ray was a
Non-Executive Director of Friends
Prowident ple, Deputy Chief Executive

of Panty Group plc, Director of Group
Finance and Control at Diageo plc and
Group Finance Director of Southern
Water plc In 2015, Ray resigned as

a Reporting Panel Member of the
Competition and Markets Authority and
as a Non-Executive Birector of Infinis
Energy Ple His financial experience

coupled with his knowledge of runming
a business similar to Saga, and his
Non-Executive Director experiences
including that of chainng audit
committees, are all immensely

helpful to the Board

Committee membership
Audit {Charrman), Nomination,
Remuneration and Risk

6 Bridget Mcintyre
Independent
Non-Executive Director

Bndget i1s currently a Non-Executive
Director of Adnams plc Previously,

she was Chief Executive of the RSA
UK bustness and a Director of RSA
Insurance Group plc having held senior
roles at Aviva (and pre-merger Norwich
Urion} Bridget 15 also an associate with
the Chartered Institute of Management
Accountants Bridget brings in-depth
msurance expertise as well as
considerable general and financial
management experience to the Board

Committee membership
Audit, Normuination, Remuneration
and Risk

7 Orna NiIChionna
Independent
Nen-Executive Director

Orna 1s currently Senior Independent
Non-Executive Director of Royal Mail
plc Prewviously, she was Senior
Independent Non-Executive Director of
HMV ple, Northern Foods ple and Bupa
and a Nen-Executive Director of the
Bank of Ireland UK Holdings plc and
Bristol & West plc Orna s also currently
the Deputy Chairman of the National
Trust and a former Partner at McKinsey
& Company Whilst at McKinsey &
Company, Orna's chent portfolio
included many consumer facing clients
and she brings these skills to the Board
along with her considerable expenence
in other Non-Executive Director roles

Committee membership
Risk (Chairman), Audht, Nomimation
and Remuneration

8 Gareth Wilhlams
Independent
Non-Executive Director

Gareth 1s currently a Non-Executive
Director of YSC Limited and WNS
(Holdings) Limited Previously, he was
Human Resources Direcior of Diageo
plc and held a senes of key posittons in
human resources at Grand Metropolitan
plc Gareth's contributions to the Board
are on all aspects of human resources
and his expernence of working at
Director level in a consumer facing
organisation also allows him to
contribute to all other subjects

of debate

Committee membership
Remuneration (Chairman), Audit,
Nomination and Risk

9 James Arnell
Non-Executive Director

James has been a Partner at
Charterhouse Capital Partners LLP
since 1998 He was involved in the
acquisition of Saga by the Charterhouse
Funds in 2004 and in Charterhouse’s
investment in the Acromas Group 1
2007 He has been a member of the
Saga and Acromas Boards throughout
the penod of Charterhouse’s

investment He s also a Non-Executive
Director of vanous other companies and
has been involved in Charterhouse's
investments in the UK, France and
Germany James's role on the Board 1s
to represent the views of Charterhouse,
but his professional and business
experiences also ensure that he makes
a very valuable contribution
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CORPORATE GOVERNANCE
STATEMENT CONTINUED

Effectiveness

The members of the Board

The Board considers its overall size
and compositicn to be approprate,
having regard in particular to the
ndependence of character, integrity,
differences of approach and experence
of all the Directors We give due regard
to the benefits of diversity in its widest
sense for the current and future Board
composition, recognising that this 1s
essential for effective engagement with
our key stakeholders

We consider that the skills and
expenence of our Individua members,
particularly in the areas of Insurance,
financial services, CONsumer services,
brand management, corporate finance,
mergers and acquisitions, and risk
management, are fundamental to the
pursut of our strategic objectives In
adchtion, the quoted company experience
of members of the Board in a vanety of
sectors and markets s invaluable to Saga

Independence of

Non-Executive Directors

The Board considers five of the
Non-Executive Directors to be
mdependent of Saga’s executive
management and free from any
business or other relationships that
could matenally interfere with the
exercise of their ndependent
judgement These directors are Philp
Green, Ray King, Bridget Mclintyre,
Orna NiChionna and Gareth Wilhams
Although Philip Green serves on the
Board of BakerCorp {a Permira portfolio
company), the other Directors have
concluded that he 1s of independent
character and jJudgement (taking nto
account Philip's judgement, expenence
and challenging approach) and should
be regarded as an independent director
for the purposes of the Code

Chairman

Following a 16 month handover

to Lance Batchelor, the Chairman
transitioned to a Non-Executive Director
on 1 July 2015 The Charrman was
appointed a member of the Nomination
Committee on 24 September 2015

Selection of an additional
Non-Executive Director

MWM Consulting, an external search
agency, assisted in the recrutment
process for an additional Non-Executive
Director A role description was
developed to set out the capabilities
required After MWM Cansulting had
identified a list of potential candidates,
a shorthst was selected for interview
After detaled interwiews, thorough
referencing and careful consideration
of the skillset required to balance the
Board and complement axisting
competencies Bndget Mcintyre was
selected and put forward for Board
approval Bndget was also apponted
as a member of the Audit, Nomination,
Remuneration and Risk Committees

MWM Consulting has no other
relatronship with the Company

Pursuant to the Relationship Agreement
entered into between the Company and
each of the Private Equity Investors (as
defined and explained further on page
102) each Private Equity Investor
appointed ane Non-Executive Director
to the Board On 2 December 2015,
Charles Sherwood and Pev Hooper
resigned as Chrectors (as the interest of
each of the Private Equity Investors who
had appointed them fell below 10%)

Group Chief Financial Officer
Stuart Howard, our Group Chief
Financial Officer, retired at the
Company's first AGM, on 23 June 2015

As explamed in last year's annual report,
extemnal search consultant, Russell
Reynolds Associates, was engaged

to conduct a confidential search for
candidates after a competitve pitch
process Wa reviewed and developed

a role description for the position and
agreed the cntical competencies required

A wide range of candidates from a
variety of natonal and multi-national
companies, both publicly and privately
owned, were put forward by Russell
Reynolds Associates for consideration
and a shortlist was agreed upon for
interview Detalled interviews and
thorough referencing took place and
the experences and backgrounds

of the potental candidates were
considered against the key
responsibilites and cntical competencies
The recommendation was to appoint
Jonathan Hilt as Stuart’s replacement
Jonathan joined the Group as Group
Chief Financial Officer Designate on

7 April 2015, was appointed as a
Director of the Board on 29 April 2015
and assumed the position of Group
Chief Financial Officer at the close

of the AGM on 23 June 2015

Russell Reynolds Associates 1s a
signatory to the Voluntary Code of
Conduct for executive search firms
and has no other connection to
the Company

Induction of the current
Non-Executive Directors

All independent Non-Executive
Directors attended strategy sessions
for each of our businesses

to understand the short and long-term
goals of the Group They continue to
visit all areas of the business to gain
first-hand experience of how Saga
works, including kstening o calls
during visiis to our call centres
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As Brndget Mcintyre has recentty joned
the Board, this served as an opportunity
to refresh our induction process So

that Bndget could familianse herself with
our strategy, competitve and industry
ervironment, Group structure,
governance and nsk profile/appetite,

we arranged for one-to-one sessions
with chief executive officers and
managing directors of all business areas,
our Chief Marketing Officer, Company
Secretary, General Counsel, Head of
Compliance, Head of Internal Audit,
Chief Risk Officer and Group HR Director
In addition, Bridget was provided with a
comprehensive pack including Board and
Cemmittee meeting minutes, terms of
reference, strategy papers, presentations
on the Saga Way and the Saga Model,
recent analyst and broker reports, and
our policies and procedures

Board effectiveness review

The Board and ts Committees
undertock therr first evatuation of ther
performance dunng the year The
evaluation was conducted internally
with the suppert of Independent Audit
Limited, using therr onhine service,
Thinking Board, which was used to
bring ngour and an expert external
perspective to the internal review
Independent Audit does not have any
other connection to the Company

Ontine tallored questionnaires

.

Completed by Directors, Committee
members and attendees

|

Reports produced by
Company Secretary

J

Review/discussion with Chairman

|

Board/Commuittee discussion

|

Action plans

The online tatlored guestionnares were
structured to provide Directors/
Committee members and attendees
with an opportunity to express their
views about

— the performance of the Board and its
Committees, ncluding how the
Directors work together as a whole

— the balance of skills, expenence,
independence and knowledge
of the Directors

— owr culture, level of strategic and
nsk discussion

— indmdual performance and whether
each Director continues to make an
effective contnbution

— organisation of meetings, including
agenda setting, time spent on each
item and quality of papers

— corporate governance and regulatory
compliance support

The responses to the evaluation of

the Board and its Committees were
reviewed with the Chairman and then
thorough reports prepared by the
Company Secretary were considered
by each Commuttee and the Board
Separate meetings were also held
between the Chairman and individual
Directors to discuss the Board’s
effectiveness and ndividual
performance The results of the
evaluation indicated that the Board had
now established a good understanding
of the Group dunng the second year as
a hsted company, and that Directors
had a good grasp of the business

and subject knowledge There are

no sigrificant concerns among

the Directors about the Board’s
effectiveness although 1t was felt that
more time could be spent on discussing
strategrc 1ssues It was agreed that the
strategy awayday provided a very useful
insight into each business area

Board Commuittees were viewed
positively These were considered to
be well chared and organised, with the
night leve! of strategic discussion and
challenge at each Each Commuttee
agreed action ponts for 2016/17

Board action plan for 2016/17
Looking ahead, the Board will

— allow mare time for strategic debate

— continue to morutor the skills
reguired In terms of Board
composition {recogrising that the
Board will change further when the
remaining Private Equety Investor
appointed Director resigns)

— build on the high levels of interaction
between Non-Executive Directors
and the business and use therr
experence to full advantage

— consider the impact of reward
systems on nisk attitudes, decision
making and reporting, to link
contiruously nsk appetite to
decision making and reparting

The results of the evaluation of the
Chairman's performance were
considered by the Semtor Independent
Director and the Non-Executive
Directors and were discussed between
the Senior Independent Director and
the Chairman

In accordance with the Code, the

Board will be undertaking an externally
faciitated evaluation in 2016/17 This will
Include a review of progress made in
the above areas

Annual re-election

The Directors are standing for election
or re-glection and at the AGM Our view
1s that each of the Directors standing

for election or re-glecton should be
apponted, as we believe that they

have the skills required for the Board to
discharge its responsibifities, as outined
in each of therr biographies set out

on pages 60-61
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CORPORATE GOVERNANCE
STATEMENT CONTINUED

Nomination Committee

Report

Phulip Green
Chairman, Nomination
Committee

Dear Shareholder,

We have seen further changes to
our Board composition this year

As communicated n (ast year's
report, Jonathan Hill became Group
Chief Financral Officer Designate on
7 April 2015 and a Board Director
on 29 Apnl 2015 Following Stuart
Howard stepping down at the
Company’s 2015 AGM, Jonathan
became Group Chief Financial Cfficer
Jonathan brings a wealth of senior
financial, operational and listed
company experience to his role

I am also pleased to welcome

Bridget Mcintyre as an additional
independent Non-Executive Director,
following @ comprehensive search
Bridget brnings considerable general
and financial management experntence,
gained within some of the UK's largest
general Insurers She was also
appointed as a member of the Audit,
Risk, Remuneration and Nomination
Committees Andrew Goodsell was
appointed as a Commuitee member
with effect from 24 September 2015

We have continuad to engage with
senior managerment and the busingss
throughout the year

Role of the Committee

Qur rofe 1s to review Board
coemposition, consider Succession
planning and evaluate skills required
in Board candidates

Committee members consist of five
independent Non-Executive Directors
and Andrew Goodsell Bridget Mcintyre
was appointed as a Committee member
with effect from 1 January 2016 so did
not attend any meetings during the
financial year

Attendance

During the year, the Committee met on
four occasions and has alse met twice
since the year end

Member Attendance
Phiip Green (Charrman) 4/4
Ray King 4/4
Orma NiChionna 4/4
Andrew Goodsell 2/2
Gareth Willams 4/4

The Company Secretary attends all
meelngs as secretary to the Commitiee
In acddition, the Group Chief Executive
Officer and Group HR Director attend
by Invitation

Main responsibilities and

allocation of time spent
on matters:

— Regularly reviewing the structure,
size and compasition {including
the skills, knowledge,
independence, expenence and
diversity) of the Board and making
recommendations with regard to
any changes

— Giving full consideration to
succession planning for Directors
and other senior executives, to
ensure progressive refreshing of
the Board

- Evaluating the balance of skillg,
knowledge, independence,
expenence and diversity on
the Board and, in ight of this
evaluation, prepanng a description
of the role and capabilities required
for a particular appointment and its
expected time commitment

— Reviewing the results of the Board
performance evaluation process
that relate to the composition of
the Board

Key

1 Board composition
2 Succession planning
3 Board skills

4 Board evaluation
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Qur terms of reference

Qur terms of reference were reviewed
by the Committee and subsequently
approved by the Board on 24 September
2015 These explain our role and the
authonty delegated by the Board and
are avallable on the Saga website at
http /corporats saga co uk/corporate-
information/corporate-governance and
from the Company Secretary at the
registered office

What we have done during the year
Board composition

At the centre of our remit 1s a detaled
understanding of the Board's and the
Board Committees’ structure, size and
composition Changes to the Board
composition throughout the year are
explained in the Effectiveness section
of the Corporate Governance Statement
on pages 62-63

Andrew Goodsell became Non-
Executive Charman on 1 July 2015, as
projected when the Company listed and
following a 16 month handover with
Lance Batchelor This change did not
impact on the business The ‘Division
of responsibilitres between Charrman,
Group Chief Executive Officer and

Role of Sentor Independent Director’
document was amended and approved
by the Board on 8 Decemnber 2015

Appointment of Directors

Qur terms of reference say how we
recruit and appoint Directors to the
Board We use open advertsing or the
services of external advisers to facilitate
our search for the best possible
candidates from a wide range of
backgrounds, as appropnate

We actively participated in the search
for an additional Non-Executive Director
We were involved in the drafting of the
role descnption {taking Into account

the balance of skills, tme commitment,
knowledge and experience required and

considering diversity), timetable, interviews,
shorthst and final recommendation in
relation to the appointment

We used MWM Consulting, an external
consultant, to assist with the search
MWM Consulting has no other
connection with the Company

An overview of the Direstor induction
process has been included in the
Effectiveness section of the Corporate
Governance Statement on pages 62-63

Diversity

We believe 1t 1s in the very nature of Saga
to recognise the benefits that diversity
brings With this sn mind our poticy I1s to
appoint the best possible candidate, who
will be considered on merit and aganst
objective criteria, rather than to set quotas
for a particular aspect that may deflect us
from achieving this fundarmentatl target
every ime At the date of this report,

22% of the Board 1s female

Succession planning and

talent management

Since the year end, a comprehensive
talent review mapping exercise took
place, which identified opportunities
and recorded succession planning,
Including emergency successors,

for executive and key roles across
the business

Effectiveness of the

Nommation Committee

Evaluation

An evaluation of the Committee's
effectiveness took place duning the year,
as part of the Board effectiveness
review (for details see page 63) This
was an internal review with the support
of Independent Audit Limited Members
felt that the Committee worked well,
with decisions being well thought
through after robust discussion

We also contnbuted to the Board
evaluation In terms of Board
composihon A full summary of the
Board evaluation and action poinis

15 provided on page 63 A fully externally
facilitated review will take place

this year

Actions for 2016/17
Looking ahead, we will

— continue to review succession
plans for executive and key roles
across the business

— continue to dentify our future
talent pipeline

- ensure that the structure, size and
composition {including the skills,
knowledge, independence and
expenence and diversity) of the
Board 1s nght, conducting skills
gap analysis where necessary

— review executves' roles within
crisis management procedures

V2

Philip Green
Charrman, Normination Committee
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CORPORATE GOVERNANCE
STATEMENT CONTINUED

Accountability

Risk management and internal control

Saga plc Board

Group CEO

Group Risk Committee

Business

board

fl\

Business Executive
Committee

[

Business Audit,
Risk and Comphance
Committee

Business Risk

Committee

Board assessment of nisk
management and internal control
The Board has ultimate respenstbiity for
the Group’s nsk management and internal
control, including sething of nsk appetite
In accordance with section C 2 3 of the
UK Corporate Govemnance Code the
Board 18 responsible for reviewing the
effectiveness of sk management and
control systems, specifically that

— There s an ongoing process for
identifying, evaluating and managing
the principal nsks faced by the
Company

— Systemns have been In place for the
year under review and up to the date
of approval of the annual report
and accounts

— Such systems are regularly reviewed
by the Board

— The systems accord with the FRC
guidance on nsk management,
internal contro! and related financiat
and business reporting

During 2015 the Board has directly, or
through delegated authority to the Risk
and Audit Committees, overseen and
reviewed the development and
performance of nsk management

Top down

- Group fnisk policy and
strategy

- Giroup nsk appetite

= Principal risk ovarsight

- Giroup comphance oversight

Bottom up

- Business risk appetite
definition and pelicy

-~ ldentfication assessment
and mitigation of business
- specific nsks

- Upward reporting of key
residual nsks

activities and practices and internal
control systems in the Group Specific
detalls regarding the Risk and Audit
Committees’ involvernent in the
development and review of nisk
management and internal control
systemns are provided in the Risk and
Audit Committee reports on pages
74-76 and 70-73 respectively

As a result of therr consideration and
contnbution to sk management and
internal control activities, the Board
1s satisfied that the nisk management
and internal control systems In place
remam effective
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Saga’s ‘three lines of defence’ risk governance model

Group risk management cycle

The three ines of defence work
as follows

1st ine of defence ~ Risk taking by
management, in ine with agreed nsk
appetite, risk pelicies and procedures
Vanous governance forums in each
business review all nsk exposures
and nsk miigation actvittes on a
regular basis, supported by the 2nd
Iine of defence oversight functions
Consideration of business risks 1s

a standing agenda item at each
executive meeting within the Group

2nd line of defence - Independent
oversight provided by the various
control functions, including nsk,
compliance and health and safety
Spectfic duties include advice on
Group and business rnsk appetites,
independent review of both the rating
of key nsks, and approach and
adequacy of business nsk management
strategies The 2nd line of defence I1s
also responsible for reporting on the
management of principal nsks and
uncertainties to the Risk Commiitee
and Board

3rd ine of defence - independent
assurance on the operation and
effectiveness of internal control throughout
the Group, including consideration of the
effectveness of the nsk management
process The 3rd Iine of defence reports to
the Board by way of the Aucit Committee

Saga’s spread and vanety of business
operations require nsk and mternal
control 1ssues to be considered at both
specralist business level and aggregated
Group leve! Risk and internal control
oversight 1s provided at all Commitiees
and key concerns are raised to the
Audit and Risk Committees and
ultimately to the Board if required

The financtal cnme, data and
information secunity committee provides
an addrtiona! forum to consider
specialist nsks ansing in these areas
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CORPORATE GOVERNANCE
STATEMENT CONTINUED

ACCO U nta b i I ity continued

Risk management cycle

The Group nisk management cycle 1s an
iterative cycle of activities, comprising
the following

Identification of risk appetite

Saga defines nsk appetite as the
amount and sources of nsk which we
are wiling to accept in pursurt of our
objectives Group nsk appetite1s
derved from our strategic objectives
and 1s used as a measure aganst which
all of our current and proposed activities
are tested Group nisk appetites and
tolerances are further defined within the
Principal risks and uncertainties section
{(pages 28-32)

Business risk appetites are separately
crafted, complementary to Group
appetites but customised to reflect the
specific needs and characteristics of
each business Business rnsk appetites
may be different to Group appetites but
cannot exceed them

Group and business rnisk appetites are
reviewed at least annually to ensure that
they are aligned with any changes in
strategy or specific strategic imtatives

Risk policies

Saga has a Group nsk policy, defining
our risk management strategy,
framework, governance structures, and
detalled assessment and mitigation
processes Beneath this Group
document, indwvidual business policies
are created, customised to reflect
specific business charactenstics but
still consistent with the overall nsk
management framework Al nsk
policies are reviewed at least annually
and approved at business or Group
boards as appropnate

Risk assessment and risk registers
All Saga businesses assess each nsk
for hikelhood and tmpact Most use a
common risk assessment matnx,
although several have a customised
impact scale to reflect ther size or the

highly spectalist nature of their risks
Each business then creates appropriate
controls to manage such risks Risks
are rated on both an inherent and a
residual basis and are rated on ared,
amber, yellow and green scale

Risk assessments are reviewed
at business risk committees and
the principal nsks are subject

to independent review by the
Risk Committee

Risk registers have been created

for each business to capture their key
nsks, associated controls and incidents
These registers are typically sub-divided
by function or business area The
highest rated residual nisks in terms

of mpact and probability for each
bustness are aggregated at Group level
to produce a list of principal risks and
uncertainties, assessed at residual level
against Group nsk appetite

All business CEOs certified compliance
with the nsk management framework
at the year end

Risk review

Reports on key rnisks and controls,

and incidents, are presented to each
governance forum rmeeting specified

in the Committee structure, flow of

risk, comphance and internal control
information chart on page 66 In
addition, checks against control
effectiveness, and any exceptions or
overdue actions are also constdered
Each of these governance meetings

1s attended by key ist and 2nd line of
defence managers and the actions are
minuted and followed up at the next
meeting Significant control weaknesses
or fallures are escalated to the individual
business board n question or, if of
sufficient scale and sericusness, to

the Risk Commuttee Each Group nsk
commitiee also considers ¢cross-Group
nsks and incidents to ensure the rnisk of
contagion 1s minimised

Risk oversight

Independent oversight of the nsk
management process, Including key
nsks and therr asscciated management,
incidents and comphance, 1s provided
by the Chief Risk Officer and the nsk
team, the compliance team, the Risk
Comnmuttee and, ultimately, the Board

Risk monitoring

All sk registers are independently
reviewed by the rnisk team at least
quarterly to test for completeness of nsk
and control capture, effective testing of
key control measures, and recording
and reporting of any exceptions and
overdue actions

Risk information

All sk data, including nsks, controls,
control tests and incidents, 1s captured
in an internat-enabled risk portal This
portal produces nsk reports for all
governance meetings

Independent process assurance
Saga’s internal audit function
(‘Internal Audit’) provides independent
assurance of the effectiveness of the
risk management procedures at both
Group and business levels

Process feedback

QCutputs from the risk management
cycle are fed back to the Risk
Committee to assist with necessary
reviston of the Group nsk management
policy and framework They may also
be used to nform future iterations of
the Group's strategy

A statement confirming that the Board
1s able to coniirm that they have carried
out a robust assessment of nsks 1s
contamned on page 53

Internal control

Internal Audit acts as the 3rd line of
defence within Saga’s three lines of
defence rnsk management framework
The objective of Internal Audit 1s to help
protect the assets, reputation and
sustamnability of the organisation by
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prowviding mdependent, reliable, valued
and timely assurance to the Board and
executive managerment To preserve
the independence of Internal Audit,

the Head of Internal Audit's pnmary
reporting ling 1s to the Charrman of the
Audit Committee, and the Internal Audit
team Js prohibited from performing
operational duties for the business

All activities of the Group fall within the
scope of internal Audit’s remit and there
are no restrichons on the scope of
Internal Audit's work Internal Aucht
fulfils its role and respensibilities by
delivering the annual, nsk-based audit
plan Each audit within the plan
provides an opmion on the control
environment and details of 1ssues found
Internal Audit works with the businesses
to agree remedial actions necessary to
improve the control environment, and
these are tracked to completion

The Head of Internal Audit submits
reports to, and/or attends, board and
audit committee meetings for the
subsidiary Saga tusinesses, as well
as the Audit Commitiee meetings

financial reporting

The Group maintains a centrol
environment that 1s regularly reviewed
by the Board The principal elements
of the control environment include
comprehensive management and
financial reporting systems and
processes, defined operating controls
and authonsation limits, regular Board
meeings, clear subsidiary board and
operating structures, and an Internal
Audit function

Internal control and rnsk management
systems relating to the finaneal
reporting process and the process for
prepanng consohdated accounts ensure
the accuracy and timeliness of internal
and external financial reporting

The Group undertakes an annual
strategy process which updates the
plan for the next five years, and
produces a detaled budget for the

next financial year Throughout each
year, detalled reforecasts are performed
by each area of the Group each month
and are consolidated to provide an
updated view of expected performance
for the current year Each reforecast
covers the iIncome statement, cash flow
and balance sheet positions phased on
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a monthly basis through to the end of
the financial year

Regular weekly and monthly reporting
cycles allow management to assess
performance, and identdfy nsks and
opportunities at the earliest opportunity
Trading performance is formally reviewed
on a weekly basis by the management
of the trading subsidianes, and monthly
by the management of the Group
Performance 1s reported to the Board
at each Board meeting Performance

15 assessed against budget and against
the latest forecast expectations

The Group has an established and well-
understood management structure with
documented levels for the authonisation
of business transactions and clear bank
mandates to control the approval of
payments Control of the Group's cash
resouwices I1s operated by a centrahsed
Treasury function

Internal management reporting and
external statutory reporting timetables
and defivery requirements ara well
established and documented Control
of these 1s maintained centrally and
communicated regularly

The Group maintains computer systems
to record and consolidate all of its
financial transactions These ledger
systems are used to produce the
information for the monthly management
accounts, and for the annual statutory
financial statements The trading
subsidianes within the Group prepare
their accounts under Financial
Reporting Standard (‘FRS") 101

The accounts production process
ensures that there 15 a clear audht trail
from the output of the Group's financial
reporting systems, through the
conversion and consolidahion processes,
to the Group’s financial statements

Creation of the viability statement
An assessment penod of five years
was setected This 1S consistent

with our long-term financtal ptanning
horizan and mportantly 1t embraces
the construction of our new cruise ship
which will become operational in 2019

Qur list of pnncipal nsks and
uncertainties {{PRUs’) derived from

our robust review of nsks was reviewed
with nsk owners, Group Finance and
Group Risk to consider which risks

might threaien the Group's ongoing
viability These PRUs are given in the
Sirategic Report on pages 28-32 All of
the PRUs have been considered and
severe but plausible outcomes for each
have been idenbfied The financia!
impact in terms of both profit and cash
of each outcome has been guantified
and a probability of occurrence
assigned to it Assessments of potential
financial impact were derved from both
internal ¢calculation and examptes of
similar incidents in the public domain

The three largest sensitmities in terms
of financial mpact were identified as
the following

1 A falure to deliver the expected
cumulative effect of operational
efficiency projects in Saga
Services Limited

2 A severe one-off data breach

3 Impact on AlICL's iInvestment
portfolio due to default of the
largest credit institution

Three scenanos were then modelled
for the assessment penod the three
largest sensitvities in terms of financiat
impact as If each were certain to occur
independently, the expected financal
impact for all sensitivities combined
drawing on the assigned probability
for each ane, and a reverse stress

test considenng what PRU, ar
combination of PRUs might lead

to breach of performance and cash
flow solvency thresholds
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The outcome of this modelling
confirmed that none of the top three
PRUs would compromise the Group’s
viabiity either in 1solatien or in
combination The reverse stress test
demonstrated that the likelhood of one
or any combination of PRUs causing us
to breach performance and insotvency
thresholds was extremely remote

As set out in the Audit Committee
report on pages 70-73, the Directors
have reviewed and drscussed the
rationale and conclustons of
management’s viability testing

The Drrector's viability statement

1s contained on page 53

Statement of review

The Board's statement of review
of the effectveness of Saga’s nsk
managemeant and internal cantrol
systems 1s contained on page 53
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CORPORATE GOVERNANCE
STATEMENT CONTINUED

Audit Committee

Report

Ray King
Chairman
Audit
Commuttee

Dear Shareholder,

| am pleased to report on the activiies
of the Audit Committee during the
Company's second year as a FTSE
listed company This report includes

a summary of our work dunng the
financial year, including the formulation
of the new wiability statement We
continue to work closely with the Risk
Commuitee and refer matters to them
for consideration where appropriate

Role of the Committee

Our role 1s to monitor the integnty of the
financial statements of the Group, review
and report to the Board on significant
financial reperting 1ssues and judgements,
and review and assess the adequacy

and effectiveness of the Company's
internal financial controls and other
internal control sysiems

All members are independent Non-
Executive Directors The Board s
satisfied that | have recent and relevant
financial experience Bridget Mcintyre
was appointed as a Committee member
with effect from 1 January 2016 so did
not attend any meetings duning the
financial year

Attendance

During the year, the Audit Committee
met on four occasions it has also met
twice since the year end and Bndget
Mclintyre attended both meetings

Member Attendance
Ray King (Chairman) 3/4
Orna NiChionna 4/4
Philip Green 4/4
Gareth Willams 414

The Company Secretary acts as
secretary to the Committes and attends
all meetings In addition the Group Chief
Executive Ofiicer, Group Chief Financial
Officer, Group Financial Controller, Chief
Risk Officer {'CRQ'), Head of Internal
Audit and representatives from our
external auditors attend by invitation
During the year, the Commitiee and

| held private meetings with the Auditors
and Head of Internal Audit

Main responsibilities and allocation
of time spent on matters:

— Monitoring the integnty of financial
statements of the Company

— Reviawing and reporting to the
Board on significant financial
reporting 1ssues and judgements

— Reviewing and assessing the
adequacy and effectiveness of
the Company's internal financial
controls and other internal control
systems {including whistleblowing,
fraud detection and the prevention
of bribery)

— Approving the internal audit
charter, budget and work plan
and recemving regular reports

— Monitoring and reviewtng the
effectiveness of the Company's
Internal Audit function, 1n the
context of the Company's overall
rsk management system

— Receving reports from the audit
committees of subsidaries

— Considerng and making
recommendations to the Board
in relation to the appointment,
re-appointment and removal of
the Company's external auditors

— Ensuring that at least onca every
ten years the audit services
contract 1s put out to tender

— Monitoring, reviewing and
assessing the external auditors’
independence, effectiveness
and reviewing the external audit
waork plan

— Rewvtewing the findings of the
audit with the external auditors

Key

Financial statements
Internal financial controls
Internal Audit

Business reviews
External audit

bW 2

Our terms of reference

QOur terms of reference were reviewed

by the Commiitee and subsequently
approved by the Board on 24 September
2015 These explain our role and the
authority delegated to us by the Board
and are avalable on the Saga website

at http #corporate saga ¢o uk/corporate-
information/corporate-governance and
from the Company Secretary at the
registered office
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What we have done during the year

— Constdered resourcing within the
Internal Audit team, recerved regular
reports on the work of the function
and approved the Internal Audit
Charter and work plans for 2016/17

— Considered a report from Internal
Audit {as a 3rd line of defence review)
on the effectiveness of the Group's
risk management (2nd line of
defence) systems

— Considered the external auditors’
(EY) engagement terms for 2015/16,
including the fee proposal, and mads
recommendations to the Board

— Considered the annual report planning
process and the significant nsks and
other areas of audit emphasis
identified by EY through their
planning work, and their intended
approach to auditing these areas

— Considered the Group’s main
accounting policies

— Reviewed insurance reserving
methodology

— Discussed with EY therr main
observations following the interim
and full year audit

— Considered the effectiveness review
of the external audit process and
external auditors’ performance

— Considered our approach to the
wviability statement and the

anti-corruption and anti-fraud), AICL
whistleblowing and non-audit fees — Recewved feedback from the

— Recewved a report at each meeting ndependent non-executive director
in relation to whistleblowing and the and char of the audit committee
proceedings of the Group financial — Considered impact of Sclvency |l
crime, data and mnformation secunty and reviewsd Nsurance reserving
committee methodology

Our work, up to the date of this annual
report in accordance with the revised
Turnbull Guidance on Internal Control,
published by the FRC, confirmed that no
significant failings or weaknesses wers
identified Where areas for improvement
were identified, processes are n place
to ensure that the necessary action 1s
taken and that progress I1s monitared

Process to review the interim

and full year results

The nterim and full year results were
assessed, together with papers from
management summansing the process
of preparing the financial statements, the
appropnateness and application of key
accounting policies, and the areas of
significant judgement, including how
those Judgements were made
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Dunng the year we recewved presentations
from the following business areas

Key areas of significant judgement

Saga Services/Direct Choice which we discussed were

{regulated business)

— Receved an update on activities
from the mdependent non-
executive director who chairs
the audit committee

— Recewved confirmation that the
1st and 2nd lines of defence were
effective and that Internal Audit
were efficient

— Considered the threat of
cybercnme

— Valuation of nsurance centract
liabiliiies £596 9m We considered
the actuanal processes for valuing
these kabilibes, the level of habilities
by accident year and by heads of
damage, and the conclusions of the
Insurance reserving committee We
recewed the views of EY from ther
work on the assessment of reserves,
and concluded that the valuation of

underpinning tests performed

by management

Reviewed the intenm and full year
results before ther consideration

by the Board and ¢considered the
annual report as a whole
Considered the impact and
requirements of Solvency Il {the
European Union Insurance Directive
which came into force on 1 January
2016) on capital requirements
Continued to work in co-operation
with the Risk Cornrmittee on key
areas of business nsk, for example
the threat of cybercnme

Reviewed polictes covenng financial
crime (tncluding anbi-bribery,

insurance contract liabiities

was appropriate

Valuation of goodwill £1,485 Om

We considered the methodology for
performing imparment reviews on
the carrying value of goodwill, and
considered the output of each
review, and concluded that no
mparments were necessary
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CORPORATE GOVERNANCE
STATEMENT CONTINUED

Audit Committee Report .o

Reports were received from EY at the
conclusion of thew work on the internm
and full year results and during the
process of therr audit The reports on
the full year results included specific
focus on those areas identified as
having significant audit nisk or other
audit emphasis

Fair, balanced and understandable
Al the request of the Board, the
Committee has considered whether, In its
opmnion, this annual report and accounts
1s far, balanced and understandable

and whether 1t provides the informaticn
necessary for shareholders to assess the
Group’s performance, business model
and strategy

When forming our opinion we considered
whether

— the report was clear with an
understandable layout, with kay
messages given suitable prominence

— the report was far and presented
a balanced picture

— the reporting on the business
segments in the narrative was
consstent with the reporting in the
financial statements

— the key performance indicators were
disclosed at an appropriate level

— statutory and adjusted measures were
explaned clearly

— the significant 1Issues and key
judgements referred o in the
narrative reporiing were consistent
with the disclosures set out in the
financial statements and that these
matched the nsks that EY were
planning en including in therr report

We advised the Board that we
supported the statement made
on page 53

Viability statement

The Group’s methodology for
production of its viability statement is
shown on page 69 and the viability
statement itself on page 53

Jomntly with the Risk Committee we
considered and approved the list of
pnncipal nsks and uncertainties (see
pages 30-32) and the methodology
used to provide for an assessment
of ongoing viebility We specifically
considered

— the relevant assessment time pernicd

— the list of principal risks and
uncertainties and associated severe
but plausible potential outcomes

— the appropriateness of the
scenarios modelled

On the basis of thig, we confirmed to
the Board that we felt it was reasonable
for the Directors to make the viability
statement on page 53

Internal control and Internal Audit
A key part of our work i1s the oversight of
the Internal Audit function This Includes
reviewing the results of the internal
auchter’s work and the assurance from
Interna! Audit on its 3rd line of defence
review of the functioning of the nsk
management framework We also
review and monitor management’s
responsiveness to the internal auditor's
findings and recommendations The
function consists of 12 people with a broad
range of skills, we also purchase audit
skills externally for specialised audits

We are satisfied that the Internal Audit
function had the appropnate resources
throughout the year

Where Internal Audit reviews identify
significant areas of business rnisk these
are considered by the Risk Committee
Details of these can be found in the Risk
Committee Report on pages 74-76

Since the year end, KPMG has reviewed
the effectiveness of the Company's
Internal Audit function The conclusicn
was that the function was competent,
effective and well led, with strong
alignment to principal nsks Focus

on strategy for a period of longer than
12 months and more use of third party
specialists where appropnate, were
areas noted for development

Auditor independence

and non-audit services

The independence of EY 1s reviewed
by the Committee and confirmed by
the Auditor throughout the year

A robust non-audit fee policy 1s In place
and 1s adhered to This I1s reviewed
annually and was last reviewed on

21 September 2015 This includes

a list of non-audit services where we
are satisfied EY can carry out those
services without jeopardising therr role
as Auditor There are clear approval
levels where the Committee Chairman
{or the whole Committes) 1s required
{0 authonise assignments Competitive
tendering s used for substantial work

The audit fees payable to EY in respect
of the year ended 31 January 2016
were £1,065,000 (2015 £1,110,000) and
non-audit service fees incurred were
£176,200 (2015 £930,900) This
equates to a non-audit to audit fee

ratio of 017 (2015 0 84) The 2015

fees include work necessary for

listing the Company

A summary of fees paid to the Auditor
15 set out In note 4a to the consolidated
financial statements on page 137
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Effectiveness of external auditors
We discussed management’s
nteractions with the audit partner
during the year and impressions
gamned We considered

— our perception of the Auditor's
understanding and insights intc
the Group's business model

— how EY approached key areas
of Judgement and the extent
of challenge

— the quality of the Auditor’s reporting
to the Committee and their overall
efficiency

— mput from management via a
questionnarre on the efficiency
and conduct of the audit

Dunng the year, a review of EY's 2015
audit of the Company was completed
by the Audit Quality Review team of the
FRC No significant issues were noted
The results of this review were
discussed and minar improvements to
the external audit process for future
years were subsequently agreed

The Committee 1s satisfied that the audit
continues to be effective and provides
an appropriate independent challenge
to the Group's senior management

External audit re-appomntment

and tendering

Auditor re-appointment

At the AGM last year EY were
re-appointed as our statutory auditors
The Committee believes the
independence and objectmty of EY and
the effectiveness of the audit process
remain strong, and recommends the
re-appointment of EY for the 2016/17
financial year The Board has accepted
and endorsed this recornmendation

External audit tendering

EY were appointed as auditors of the
pnncipal rading companies wathin the
Acramas group in September 2007
following & competitve audit tender
process They were then appointed

as audtors of the Comparyy on

24 September 2014 In accordance with
the Competition and Markets Authonty’s
order which requires FTSE 350 companies
to tender the audit at least every ten years,
the Group intends to undertake its next
competitive tender process later this

year for the financial year ending

31 January 2018

Effectiveness of the Committee
Evaluation

An evaluation of the Commitiee's
effectiveness took place dunng the
year, as part of the Board effectiveness
review (for details see page 63} This
was an internal review with the support
of Independent Audit Limited The
Committee received very positive
feedback and it was falt that there

was a strong relationship between the
Executive Team and the Commitiee

A fully externally faciitated review will
take place this year

Actions for 2016/17
Locking ahead, we will focus on

— the audt tender process

— reviewing the mplications of the
Audit Regulation and Directive
effective from June 20186, including
the impact on non-audit services

— continuing o review the
affectiveness of the Group’s internal
confrols and assurance procedures

— reviewing levels of resource within
the finance function, to ensure that
all business areas benefit from a
strong finance resource

— ensuring that Internal Audit continue
to be mvolved in projects at the
outset to ensure strategic input at
an early stage

[

Ray King
Chairman, Audit Cemmittee
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CORPORATE GOVERNANCE
STATEMENT CONTINUED

Risk Committee Report

Orna NiChionna
Chairman
Risk Committee

Dear Shareholder,

In June 2015 | tock over from Ray King
as Charrman of the Risk Committee
and am pleased to present a summary
of our work during the financial year
to January 2016 to dnive the further
development of the Group's nsk
management systems This year we
focused on both enhancing our nsk
appetite statements and providing
further granularity in our assessment
of principal nsks, and also looked at
each of the various Group businesses
in1solation, to understand and
challenge therr key nsks, controls

and mitigations This consideration

of risk at both business and Group
level has provided us with the
assurance that principal risks to
strategy have been identfied and

are being managed appropriately

Role of the Committee

Qur role I1s to monitor the Group's nisk
and compliance management
procedures (described on pages 66-69)
and review principal business nsks and
comphance matters regultarly on behalf
of the Board We seek to consider our
nsks on an individual and aggregated
basis across our businesses

All Committee members are
independent Non-Executive Directors

Attendance

The Committee met four tmes during
the year with members attending as
shown below

Member Attendance
Orna NiIChionna {Chairman} 4/4
Phiip Green 4/4
Ray King 3/4
Gareth Willams 4/4

Brdget Mcintyre was appointed as

a Committee member with effect from
1 January 2016 so did not attend any
meetings dunng the financial year

The Company Secretary acts as
sacretary to the Commuttee and attends
alt meetings The Group Chief Executive
Officer, Group Chief Financial Officer,
CRO and Head of Internal Audit attend
by invitation During the year the
Committes and Chairman held private
meetings with the CRO

Main responsibilities and

allocation of time spent
on matters:

— Adwising the Board on the Group's
overall nsk appetite, tolerance
and strategy

— Considenng and recommending to
the Board the nature and extent of
the principal nisks the Group 1s
willing to take in achieving strategic
objectives

— Keeping under review the Group's
overall nsk assessment processes
that inform the Board's deciston
making, ensunng both qualitatwe
and quantitative metncs are used,
and reviewing these measures
regularly

— Keeping under review the
effectiveness of the Group's nsk
management systems

— Rewviewing the Group's capability
to identify and manage new risk
types and ensuring that a supportive
nsk management culture ts
embedded and maintained
throughout the Group in
comunction with the Audit and
Remuneration Comrmuttees

— Where appropnate, agreeing with
the Remuneration Committee how
risk should be recegnised when
setting performance objectives for
executive remuneration

— Reviewing reports on any matenal
breaches of nisk mits and the
adequacy of proposed action

— Rewviewing reports on the
effectiveness of nsk management
operations

— Reviewing and monitoring
management's responsiveness to
the findings and recommendations
of the CRO

— Reviewing Group compliance
performance, assessing the
adequacy and effectiveness of the
varnous compliance functons and
giving particular consideration to
any breaches and/or required
notifications to compliance
authonties and how these have
been rectified

— In depth review of business areas
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Key

1 Risk polcy, appetite and strategy
2 Risk reports

3 Compliance

4 Busingss reviews

Qur terms of reference

Qur terms of reference were reviewed
by the Commuttee and subsequently
approved by the Board on 24 September
2015 These explain our role and the
authonty delegated to us by the Board
and are avallable on the Saga website
at http //corporate saga co uk/
corporate-information/corporate-
governance and from the Company
Secretary at the registered office

What we have done during the year
Risk strategy, policy and appetite
We reviewed risk management
structures to ensure these met the
needs of each business and fitted

with the nsk policy, appetite and
monitoring procedures

We carried out a robust assessment of
the principal risks facing the Group,
including those that would threaten our
business model, future performance,
solvency or liguidity

We recognise the need to continually
define nsk appehtes and tolerances
An evaluation of internal projects,
activities, uncertainties and emerging
risks concludad that the nsk associated
with the travel landscape needed to
be added to the st of principal nsks
Risk appetite and tolerance thresholds
were reviewad to reflect individual
probabilities over hme more closely
and to align these with the strategic
timeframe

The Group risk policy was changed to
reflect the revised thresholds, Ikelhood
and impact of incidents and we reviewed
and approved this before 1t was signed
off by the Board in December 2015

The revised policy was subsequently
circulated to all directors and board
attendees of all subsidiary companies
and made avalable to all staff via

the intranet

An Internal Audit review on the
effectiveness of the nsk management
framework took place in October 2015
This concluded that there 1s a well-
established nsk framework, with risk
appette clearly defined within nisk policies
and specific to each business area
Effective communication channels are
in place and this 1s supplermented by
comprehensive and consistent

Board reports

We have reviewed and approved the
description of prnncipal nsks and the
explanation as to how these are
managed or mitigated is contained
within this report See

— pages 28-32 for a summary of
principal nsks

— pages 66-69 for further information
on our risk management processes

These are designed to manage rather
than eliminate nsk of failure to achieve
business objectives and can only provide

reasonable and not absolute assurance
against matenal misstatement or loss

Management and reporting

At each meeting, we considered a
detalled nsk report This included a
summary of each business’s
management monitoring We worked
with the CRO to facilitate each business
area considering their strategies in the
context of their nsk framework to ensure
that all forward-looking risks had been
identified and considered

All business CEQs certified compliance
with the nsk management framework at
the year end

Review of mcidents, particularly
relating to significant control
faillures or weaknesses

Incidents are included in the nisk
reports We reviewed and discussed
these in order to 1dentify causes,
necessary action, lessons learned a
nd monitoring requirements

Compliance

At each mesting, we review the status of
the Group compliance monitoring plan
for the regutated businesses (in financial
services, travel and healthcare) We
considered how risk would play a part in
projects being considered, so that input
in terms of nsk appetite, policy and
governance was received when it was
needed The new corporate governance
regurements were discussed

Review of individual businesses
Each of our meetings includes a
presentation from one or two of the
business CECs and key functional
managers to discuss in detall the nsk
and compliance 1ssues N therr business,
on a rotational basis and priontised
according to nsk ratings 1n the Group's
nsk register
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CORPORATE GOVERNANCE
STATEMENT CONTINUED

Risk Committee Report ...

The actions we took within reviews of
Individual businesses duning the year were

Saga Services/Direct Choice

(regulated business)

— Considered the nsk and assurance
framewaork and approach to
incident management - all in the
context of doing what 1s nght for
our customers

— Reviewed the reporting structure,
noting that an audit, nsk, regulation
and compliance committee exists

— Looked at the impact on nsk
caused by the creation of the
motor pane!

— Discussed a report prepared by
Milkman, consulting actuaries, who
had undertaken a review of the nisk
management framewark, held a
workshop with key members of
staff and recommended five
strategic risks and associated
scenanos, which were checked
against nsk registers

— Concluded that there were no
serious incidents to consider

AICL:

— Assessed the nsk govemance
structure

— Congidered the impact of the
introduction of the motor panel

— Drscussed compliance and reporting
requirements for Solvency Il

Shipping

— Looked at pnncipal nsks, incident
and aceident statistics and action
taken to reduce the nisk via the
‘beyend compliance’ programme
which 1s ahgned to the top
five risks

— Noted that the shipping nisk
committee meets quarterly and
15 ¢chared by an independent
non-executive director who Is
experienced in shipping

Group Insurance arrangements:

— Considered the insurance
programme for the Group including
cost, management of brokers and
advisers and summary of cover

— Discussed specialist cover, for
example marnne INsurance cover,
which 1s arranged at the highest
possible level with the lowast
possible deductibles

— Constdered how insurance nsk
was managed and discussed
whether business decisions were
challenged at renewal stage

iT:

— Discussed our approach to the
risk management of threat of
cybercnime, cyber secunty and
cyber strategy

— Considered threats, current
projects, staff trarung and the
strategic roadmap

— Taked about how data
communications are monitored

— Took steps to benchmark our
performance agamnsi peers

— Considered the role of the
information Securnty Forum

Since the year end, we have received
presentations from AICL and regarding
our Insurance renewal, msurance
platform and shipping

Effectiveness of the

Risk Commttee

Evaluation

An evaluation of the Committes's
effectiveness took place durng the year,
as part of the Board effectiveness review
(for detalls see page 63) This was an
internal review with the suppaort of
Independent Audit Limited The
Committee receved very positive
feedback from Comrmittee members
and attendees and it was acknowledged
that good progress had been made in

rdentifying key risks and establishing
good reporting and relatonstups A fully
externally facilitated review will take
place this year

Actions for 2016/17

Looking ahead, we will remain focused
on the nsk processes within the
business, with particular focus on

— analysing our corporate strategy,
scenano/stress testing and cost
imphcations when considenng
risk strategy

— measunng the effectiveness of the
nsk management approach

— agreeing how nsks approaching our
appetite imit wilf be monitered and
reported

— the role of the Committee when
considering major investment
decisions In new products
or services

— reviewing lessons learned from
project implementation

— continuing to record and monitor
IT nsks

— working with the Remuneration
Committee o ink behavioural nsk
to personal objectives and strategy

%BW

Orna NiChionna
Chairman, Risk Committes
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Relations with
shareholders

We understand the importance of
maintaining open and regular dialogue
with our shareholders — many of whom
are our loyal customers We work hard
to develop a relationship built on trust
and welcome feedback throughout
the year We plan a shareholder
communications strategy for the year
The AGM provides the opportunity for
our shareholders to meet the Board
and senior management of the Group

Lance Batchelor, Group Chief Executive
Officer and Jonathan Hill, Group Chief
Financial Officer lead communications
with our shareholders Lance and
Jonathan are assisted by the
shareholders relations team led by

our Directer of Corporate Affairs

We attach significant mportance to

the effectiveness of our communications
with all of our shareholders and set
ourselves the target of prowiding
information that 1s timely, clear

and concise

Saga has a diverse shareholder register
which 1s formed of bath institutional and
retail ownership, the latter numbering
over 187,000 Saga also has a number
of analysts following the Company so
we arrange for a clear explanation of
key strategic events and developments,
including results and acguisiions
announcements

We communiCate In the following ways

Shareholder communication
in addition to the AGM, we arranged for

— regular meetings with key
shareholders

— face-to-face presentations of full year
and half year results by the Group
Chief Executive Officer and Group
Chief Financial Cfficer

— telephone brigfings in comjunction
with key financial announcements

— lve and post-event webcasts of
key presentations

— presentations added to our website
to allow shareholders to gan an
nsight into how our trading
performance links to strategy

— mnvestor ‘road shows'

— nvestor days, briefings and ad hoc
meetings on request, where calendar
and regulatory requirements allow

- conducted tours of Saga's
operations

— notfication of key financial
calendar information

— notification of the provision of live
webcasting services for key
presentations

— notfication of avalability of
past key presentations via our
corporate website

Wider commume¢ation

— Face-to-face presentations of full
year and half year results where
the Group Chief Executive Officer
and management team were
avallable for discussions

— Telephone briefings for analysts
in cenjunction with key financial
announcements

— Face-to-face and telephone
meetings for analysts with the
management team

— Face-to-face presentations with
bank sales teams

— Conducted tours of Saga's
operations for analysts

The Director of Corporate Affars reports
on all shareholder and wider market
matters and provides regular updates
to the Chairman and Non-Executive
Directors by way of face-to-face
briefings, email updates and an Investor
Relations Report, which 1s discussed

at each Board meeting This includes
reference to the views of key
shareholders, including their concerns,
along with any new analyst research

The Board 1s kept fully up to date
on the views of shareholders and
analysts through

— feedback from investor meetings,
including key questions
and concerns

— recommendations and
expectations of sell-side analysts

— peer group news

— share price performance
monitonng

— composition of the
shareholder regisier

— feedback from our professional
and other external advisers/market
participants

Annual General Meeting

The AGM will be held on Tuesday

21 June 2016 at 11am at Enbrook Park,
Sandgate, Folkestone, Kent CT20 38E
The Chairman and Chairs of all
Committees will be available to answer
questions dunng the formal business
of the meetng

The Notice contains an explanation
of business to be considered at the
meeting A copy s availlable on our
website, htip /corporate saga co uk

ANNUAL REPORT AND ACCOUNTS FOR THE YEAR ENDING 31 JANUARY 2016 SAGA PLC 77

(]
Q
<
v
=
=
w
=1
o
[




DIRECTORS’ REMUNERATICN REPORT

Remuneration Committee
Chairman’s Annual Statement

Gareth Wilhams
Chairman
Remuneration
Commitiee

Dear Shareholder,

In the first full year of being a listed
organisaton, we have continued

our momentum both in our financial
performance and in the implementation
of the strategic initiatives that we
announced on IPO and in our first
annual report

Our goal as a Remuneration
Committee last year was to formulate
a Remuneration Policy and strategy
which stmulates sustainable, value
creating growth and performance for
the business and rewarcds management
accaordingly The Policy we put forward
at last years’ AGM raceived over

99% support (98 8% by independent
shareholders) for which | would ke

to thank shareholders

Even though there was strong
suppert for the Remuneration Policy,
the Commuttee reviews it annually

to ensure that it stll meets our goals
As a result of our review this year,
we believe the policy continues to
be fit for purpose and therefare will
remamn unchanged

This report lays out the core principles
of our Directors’ Remuneration Policy
and our practice over the past year

| trust we have done this with the
transparency and clanty that aid

your understanding of both our

intent and our actwity
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Our core principles of remuneration
— Sustainable long-term value creation
— Profitable growth and strong
cash generation
— Attraction, retention and motvation
of a talented leadership cadre (o
deliver the business strategy

All Comnuttee members are
independent Non-Executive Directors
We held five meetings duning the year

Attendance

Member Attendance
Gareth Wilhams (Chairman) 5/5
Philip Green 5/5
Ray King 5/5
Orna NiChionna 5/5

Bndget Mcintyre joined the Committee
on 1 January 2016 No meetings were

held following her appontment during

the financial year

The Committee receives assistance from
the Group HR Director and Company
Secretary, who attend meetings by
invitation, except when issues relating
to ther own remuneration are being
discussed The Group Chief Executive
Ofiicer, Group Chief Financial Officer
and the Chairman attend by mwtation

Structure of the report

— Annual Statement {pages 78-79)

— Directors’ Remuneration Report
‘at a glance’ {pages 80-81)

— Directors’ Remuneration Policy
{(pages 82-91)

— Annua! Report on Remuneration
(pages 92-100}

Main responsibilities and

allocation of time spent
on matters:

— Rewviewing the broad remuneration
policy for the senior executives

—~ Recommending and momtonng
the level and structure of
remuneration for senior
management

— Administering all aspects
of share schemes

— Reviewing any major changes
In employee benefit structures
throughout the Company or Group

Key

1 Remuneration policy

2 Semor management remuneration
3 Share schemes

4 Employee benefit structures

Our terms of reference

QOur terms of reference were reviewed
by the Committee and subsequently
approved by the Board on 11 November
2015 They are avalable on our website,
htip./corporate saga.co uk/corporate-
information/corperate-governance and
from the Company Secretary at the
registered office
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Company highhights for the
2015/16 financial year

The implementation of our strategy
(as outhned on pages 14-15) has been
substantiated in the key performance
highlights of the year

— Continued strong performance In
the core business areas of financial
services and travel, which has led
to strong results across ali of the
Group’s operations

— Group Prefit before tax ingreased by
54 8% to £176 2m (2015 £113 8m),
on revenue of £963 2m (2015
€900 5m)

— Sirong profit delivery and continued
hrgh levels of cash conversion meant
the Group continued its deleveraging
with net debt to Trading EBITDA
ratio now 2 3x (2015 2 6x)

— Dwdend payments to our
shareholders of 4 1p per share In
respect of 2015 and an intenm
diadend of 2 2p in respect of 2016,
reflecting our confidence in meeting
market expeciations for the full year
and continung to deliver sustanable
profit growth

— Investment n our cruise ships,
demonstrating our commitment to
continued excellence and service
to our customers

— Destinology and Bennetts now
embedded within the Group

- Introduction of the panel in metor
insurance to make the most of
our competitive advantage in
this market

— Launch of Saga Investrment Services
which strengthened our financial
services offenng

— Divestment of the Alled Healthcare
business

What we have done during the year
Wae reviewed the key components
of remuneration

Decisions made/actions taken

— Reviewed base salary levels of the
Executive Commitiee and the level
of bonus payments

— Made awards under the Saga Long
Term Incentive Plan ('LTIP'} for the
Executive Commitiee and senior
management of the Company Grant
levels are consistent with our normal
award policy

— Reviewed the performance targets
for the 2016 LTIP award (further
details are provided on page 89}

— Approved the continued operation
of the Saga Share Incentive Plan
{'SIP’y and award of free shares to
all ehgible employees in July 2015

— Approved the Executive Pension
Policy and Directors’ Expenses
Policy

— Rewviewed the fees for the Non-
Executive Directors (see page 89)

— Reaffirmed the appointment of
PwC as advisers

— On 1 January 2016, Bndget Mcintyre
joined the Remuneration Commitiee
We welcome Bridget, who brings with
her considerable expernience gained
through senior roles within some of
the UK's largest general insurers,
maost recently as the Chief Executive
of RSA's UK business

Since the year end, we approved

— base salary increases of 2% n line
with the nses provided for the
employees of the Group for the
Group Chief Executive Office and the
Group Chief Financial Officer, bringing
therr salanes o £676,260 and
£416,160 respectively to apply for the
2016/17 financial year

— 2015/16 annua! bonus for the
Executive Directors, which was
78 6% of theirr maximum opportunity,
equating to 117 9% of salary for the
Group Chief Executive Officer and
97 4% of salary for the Group Chief
Finanoal Officer The payouts reflect
strang performance of the Group
over the year Further detail of
the annual bonus 1s provided on
pages 93-94

— Performance targets for the 2016
LTIP award, the details of which are
provided on page 89

Effectiveness of the Remuneration
Committee

An evaluation of the Commuttee's
effectiveness took place during the

year, as part of the Board effactiveness
review (for detaills see pages 62-63) This
was an internal review with the support
of Independent Audit Limited The
evaluation was very positive and the
conclusion was that the Committee

had worked at the nght level of challenge
and independence A fully externally
facilitated review will take place this year
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Actions for 2016/17
Looking ahead we will focuson —

— Qur core principles of remuneration
ensuring they are deployed in all of
our considerations and decisions
on remuneration practice

I hope that you find the information
contained in this report helpful, thoughtful
and clear I welcome any feedback from
the Company's sharehclders and you can
contact me at gareth willams@saga.co uk
if you have any questions or comments on
thus report | look forward to heaning your
views and will be avalable to answer any
questions at the Company’s AGM, where
we will ask our shareholders to approve
the Dy s' Remuneration Report

Wilhams
Chairman, Remuneration Committee

This report has been prepared in accordance

with Schedule 8 to The Large and Medum-sized
Comparues and Groups {Accounts and Reports}
Regulations 2008 as amended in 2013 the
provisions of the current UK Corporate Govemance
Code (the *Code’) and the Listing Rutes
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DIRECTORS’ REMUNERATION REPORT

At a glance

Introduction

In this section, we summarise the purpose of our Remuneration Pohcy and its inkage to our corporate strategic objectives
We highlight the performance and remuneration outcomes for the 2015/16 financial year More detall can be found in the
Remuneration Policy Report and Annual Report on Remuneration

Our Remuneration Policy and 1ts ink to our Group strategy

The Group's strategy 1s lard ocut on pages 14-15 The key elements of the Company’s strategy and how its successful

implementation s inked to the Company's remuneration are set out in the following table

Remuneration Policy

Strategic pnonties

Unlocking growth in our
core businesses of
insurance and travel

Investing in
future growth

Continued growth and
long-term shareholder
value creation

Equity ownership and
retention of shares

Retain and
reward
Executive
Team to
deliver the
strategy

Fixed remuneration
{salary, benefits
and pension)

The Company provides
competitive levels to
attract and retain talent
required to successfully
deliver on our business
strategy

— Delivered customer
growth across all
Key nsurance nes

— Increased
passengers In tour
operating business

— Right team put In
place to delver
rmultichannel

— Announced our
investment in
new shipping
capacity

— Saga
Investment
Services up
and running

— Successful
pilots ongoing
in new product
areas

— Model continues
tc generate strong
cash flows

— Undertaken a

review of the capital

allocated to our
underwriting
business

— Disposed of Allied
Healthcare

Annual bonus metrics

Maximum annual bonus

opportunity 1s 150%
of salary

- two thirds of the total

bonus to be paid
immediately in cash
— one third deferred
into shares subject
to a three year
vesting penod

Profit before tax
growth

An incentive to grow
n the core markets 1s
provided in the short
term through the
Profit before tax
(‘'PBT") growth and
cash flow targets in
the Annual Bonus
Plan

Group cash flow

The success

IN Maximising
operational
excellence will

be reflected
through increased
profitability

and cash flow

Equity Ownership

Encouraged through

bonus deferral and
shareholding
requirements
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Strategic prionties

Unlocking growth in cur
core businesses of
surance and travel

Investing in

Remuneration Policy future growth

Continued growth and
long-term shareholder
value creation

Retain and
reward
Executive
Team to
deliver the
strategy

Equity ownership and
retention of shares

LTIP metrics

Maximum annual award

15 200% of salary The success In

maxirmsng
operational
excellence will be
measured through
the tong-term EPS
growth targeted
by the LTIP In
addition, sustained
value generation
will be reflected

An incentive to grow
in these market in the
longer term 15
provided through EPS
growth targeted by
the LTIP

Awards will vest at
the end of three
years subject to the
achievement of

— stretching EPS
conditions which
provides algnment
to our core strategic

priorites
— relative total n the share price

shareholder return of the Company

('TSRY performance which will be

of the Company measured through

which provides the Company's

alignment to the TSR performance
under the LTIP

success of

our business In
delvenng value to
our shareholders
compared with
relevant comparator
companies

Total shareholder
return and earnings
per share

The generation of
cash and PBT growth
targated by the annual
bonus will help
enhance the value of
the Company which
will be measured
through the success
of the Company’s TSR
performance against
1ts comparators (a
performance condition
under the LTIP)
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Minimum
shareholding
requirements

— Group Chief
Executve Officer
200% of salary

— Group Chief Financial
Qfficer 150%
of salary

Encouraged through
the alignment of
interests with
shareholders by
Executives becoming
locked-in
shareholders

All employee
share plan

Encourages all
employees to become
shareholders in the
Company providing a
focus on growth and
long-term shareholder
value creation
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DIRECTORS’ REMUNERATION REPORT

Directors’ Remuneration
policy

The Remuneration Policy and strategy Is designed to stimulate sustainable, value creating growth and performance for the
business and rewards Executives’ performance accordingly

The Company’s core principles of remuneration are to support

— sustainable long term value creation,
— profitable growth and strong cash generation, and
— attraction, retention and motivation of a talented leadership cadre to deliver the business strategy

The Committee will review annually the remuneration arrangements for the Executive Directors and the Executive Team
drawing on trends and adjustments made to all employees across the Group and taking into consideration

— our business strategy,

— overall corporate performance,

— market conditions affecting the Company,

— the recruitment market where Saga competes for talent, and

— changing views of instilutional shareholders and their representative bodies

Remuneration Policy table summary
A summuary of the approved Remuneration Policy 1s outlined below There are no changes from the approved Policy The full
Policy as approved by shareholders on 23 June 2015 1s avalable on our website at http /www corporate saga co uk

Element Operation of element

Salary The Remuneration Committee ensures that maximum salary levels are positioned in line with companies
of a similar size to Saga in the FTSE 250

Benefits

Pension When determining an appropnata level of salary, the Remuneraton Commitiee considers

— remuneration practices within the Group,

— the general performance of the Group,

— salaries within the ranges paid by the companies In the comparator group used for remuneration
benchmarking, and

— the economic environment

In general salary nses to Executive Directors will be in line with the rise to employees

The Executive Directors recewve family private heaith cover, death in service ife assurance, a car allowance,

subsistence expenses and staff discounts in ine with other employees

The maximum contribution to an Executive Director's penston or salary supplement 1s 20% of gross
basic salary

Annual bonus  The Remuneration Committee will determine the maximum annual participation in the Annual Bonus Plan
for each year, which will not exceed 150% of salary

The maximum value of deferred shares 1s 50% of the bonus earned, which vest after a mnimum deferral
period of three years based on continued employment
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Element Operation of element

Long Term LTIP maximum grant s 200% of salary p a
Pl
:P&?;T‘;ve AN awards will vest at the end of three years subject to the achievement of
— EPS performance which ensures the achievement of the annual profit performance targeted by
the Annual Bonus Plan flows through to long-term sustanable EPS growth, and
~—~ TSR performance of the Company compared to the FTSE 250 (excluding real estate and equity
investment trusts) which measures the success of the implementation of the Company’s strateqy
In delivering an above market level of return

The LTIP contains clawback and malus provisions

Share Incentive The purpose of the SIP 1s to encourage all employees 10 become shargholders in the Company and
Plan {*SIP’} therebty align their interests with shareholders

Minimum The Remuneration Committee has adopted formal shareholding guidelines that will encourage the
shareholding  Executive Directors to build up, over a five year period and then subsequently hold, a shareholding
requirement equivalent to a percentage of base salary

— Group Chief Executive Officer — 200% of salary,
— Group Chief Financial Officer — 150% of salary

Chairman & The fees for the Chairman and Non-Executive Directors are set at broadly the median of the comparator group
Non-Executive used for Executive Director remuneration
Director

In general the level of fee increase for the Non-Executive Directors will be set taking account of any change

(NED) Fees In responsibility and will take into account the general nse in salanes across the UK workforce
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The Company will pay reasonable expenses incurred by the Charrman and Non-Executive Directors and may
settle any tax ncurred i1 relation to these

How have we performed?

Percentage of maximum
bonus earmed/current

KPIs Threshold Target Maximum Actual potential LTIP vesting
Annual Bonus Plan

Group PBT £166 0m £172 9m £1774m £176 2m 89 6%
Group cash flow? 773% 79 6% 811% 79 9% 69 3%
Personal abjectives See pages 93-94 for details of the measures and performance for the year

2014 LTIP Award as at year
end 31 January 2016

EPS growth {pa} 7% - 12% 16 4% 100%
TSR Median - Upper quartile Between 61%
Median and

Upper quartile

2015 LTIP Award as at year
end 31 January 2016

EPS growth (pa) 7% - 12% 16 1% 100%
TSR Median - Upper quartile Between 41%
Median and

Upper quartile

Notes
' Dafined as net available cash generation

The indications for the LTIP performance are to the end of the current financial year The actual level of performance and
corresponding level of vesting will be dependent on the performance at the end of the relevant performance penods

The Committee has ncluded this information to allow shareholders to see the potential value in the long-term remuneration
over the next 3 years
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DIRECTORS’ REMUNERATION REPORT
DIRECTORS’ REMUNERATION POLICY
CONTINUED

Single total figure of remuneration for Executive Directors for the 2015/16 financial year

Taxable

Salary henefits Bonus LTIP Pension Qther? Other® Total
Executive Directors! Penod £ £ £ £ £ £ £ £
Lance Batchelor 201516 663,000 28,095 781,678 - 127,614 - - 1,600,287
(Group Chief 2014/15 556,667 13,225 655958 - 102,852 - 4,000,000 5,328,702
Executive QOfficer)
Jonathan Hill 201516 334,246 19,748 325,699 - 74,680 180,000 - 944,373
{Group Chief 201415 - - - - - B - -
Financral Officer)
Andrew Goodsell 2015/16 330,422 18,261 388,567 - 232,481 - - 870,731
(Former Executive 2014115 777,462 41,496 941,508 - 2865915 - 5,000,000 7,026,379
Chairmany)
Stuart Howard 2015/16 196,992 6,837 193,545 - 158,573 - - 553947
(Former Group Chief 2014/15 472,781 27,794 477,036 - 180,719 - 3,000,000 4,158,330

Financial Officer)

N
1

otes
Lance Batchelor was appainted the Group Cheef Executive on 24 March 2014 2014/15 salary, taxable bensgfits and pension provision pro-rated in
accardanca to ime inrele Jonathan Hill was appainted the new Group Financial Officer Designate and joined Saga on 7 Apnl 2015 Salary, taxable
benefits pension prowision and bonus have been pro-rated with respect to time 0 the role  Andrew Goodsell transiioned from his role as Executive
Chairman to Non-Executrve Charman on 1 July 2015 Stuart Howard stepped down from Board of Directors of tha Company on 23 June 2015
Salary, benefits bonus and pensson pro-rated for ime served in financial year as Executive Directors
Buyout award of £190 000 was made to the Group Chief Financial Officer on recruitment i the form of Sega shares (101 932 based on Saga's closing
share prica on 7 Apnl 2015 of 186 4p) The award will vest in two equal tranches on the first and second anmuversary of the Group Chief Financial
Officer's commencement of employment with Saga In determining this amount the Committee applied the “buyout™ element contained Iin the
recruitment policy The buyout of the outstanding Bovis awards held by the Group Chief Financial Officer were valued based on the publicly available
information disclosed and took into account the vesting penods and probability of the performance conditions being satisfied at the date of cessation
This far value was then discounted further to take into account the decreased probability of some of the longer term elements actually vesting The
discounted fair value was then converted In 1o a value of Saga shares which vest subject to contnued employment There are no further performance
conditions attached to the vesting of these shares as the oniginal performance condiions were taken into account in determining the buy-out valué
and therefora the imposstion of addittonal performance conditions would in fact amount to a second set of parformance conditions on vasting
The formar Executive Chairman and Group Chief Financial Officer were provided a one-off award on IPO {IPO Award ) The shares under the 1IPQ
Awards were fully vasted on IPO (with the sala restrictions on the shares hifted on 29 May 2015 in accordance wath the lock up arrangements outined
in the IPO prospectus} The Group Chief Executive Officer was prowvided a share and cash award on IPQ
a Share award consisted of a one off award on IPO of market value share eptions (with an exercise prce equal to Saga's share price on Admission
of £1 85) with a face value of £4m 25% will vest and become exercisable on the therd annwersary of the award, 25% on the fourth anniversary and
50% on the fifth anniversary this was part of the buyout on the recruitmant of the Group Chiet Executive Qfficer io compensate for awards lapsing
on s ceasing employment with his former empleyer
Cash award of £4m based on continued employment 25% immediataly on the IPQ, 25% on the first anniversary of the award and 50% will be paid
on the second anniversary, this was part of the buyout on the recruitment of the Group Chief Executive Officer to compansate for awards lapsing
on his ceasing employment with s former employer

o

For the full notes accompanying the single figure table, please see page 92 in the Anrual Report on Remuneration
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llustration and application of Remuneration Policy
The following charts show the 2015/16 actual remuneration (excluding one-off entitiements set out In the *Other’ colurmn of the
single total figure table) against the proposed Policy levels of remuneration for the Executive Directors

Group Chief Executrve Officer {Lance Batchelor) Group Chiet Financial Officer {Jonathan Hill)
£m £m
4 25
£3,139,108 2¢
3
Il
£2,210,909 42% 18 £1,347,851
z oIl s
36% £1,800,287 10 940,130 31%
[T 2% | Il £754 372
1 £815,809 21% 48% 05 £428,674 28% 31% 8%
M 0
0
Minimom On-Target M Actual Mirurrurm On Target Mavarnurm Actua

M Fixed soments [J Bonus [} LTIP B Fxed slemnants [ Borus {1 LTIP

Under the Policy, the remuneration payable to each of the Executive Directors 1s based on salares at the start of 2015/16,
under three different performance scenaros {) Mimimum, (1} Target, and {1} Maximum The elements of remuneration have
been categornised into three components () Fixed, () Annual Bonus (Deferred Bonus), and (1) LTIP In addition, for the
purposes of companson we have included the actual singte figure remuneration paid in 2015/16 (excluding one-cff entitlements
set out In the ‘Other’ column of the single total figure table)

Element Description Minimum Target Maxirium

Fixed! Salary, benefits and pension? Included Included Inciuded

Annual Bonus Annual bonus (including deferred shares) No annual variable  60% of maximum 100% of maximum

bonus bonus?
LTIP Award under the LTIP No multiple 60% of the 100% of the
year variable maximum award maximum award4

Notes

1 Group Chef Financial Officer’s remuneration pro rated for time served in role for the financeal year has been used for the illustrations of actual
provided

2 Based on 2015/16 financial year benefit payments and pansion

3 Equating to 150% for the Group Chief Exacutive Officer and 125% for the Group Chief Financial Officer

4 Equating to 200% for the Group Chief Exacutive Ofticer and 150% for the Group Chigt Financial Qfficer

5 Participatton in the SIP has been excluded given tha relative size of the opportunity fevels

In accerdance with the regulations share price growth has not been included In addition, dividend equivalents have not been
added to deferred share bonus and LTIP share awards
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DIRECTORS’ REMUNERATION REPORT
DIRECTORS’ REMUNERATION POLICY
CONTINUED

Pay at rnisk
The charts below set out the single figure of each Executive Director based on whether the elements remain “at nsk' For example

- Payment s subject to continuing employment for a period (deferred shares and LTIP awards),
— Performance conditions have to still to be satisfied (LTIP awards), or
— Elements are subject to clawback or malus for a penod, over which the company can recover sums paid or withhold vesting

Figures have been calculated based on target performance (fixed elements plus 60% of maximum annual bonus and 60%
of the maximum LTIP) The ¢harts have been based on the same assumplions as set out above for the illustrations of the
application of the Remuneration Policy

Group Chief Executive Officer {L.ance Batchelor) Group Chuef Fi i Officer {Jonathan Hill)

Malus s the adjustment of unvested awards in specific crcumstances Clawback i1s the recovery of vested awards or payments
n specific circumstances

Service agreements and letters of appointment

Executive Directors

Notice penods Compensation
Date of service Nature of provisions for
Name contract contract From Company From Cirector early termination
Lance Batchelor 2 May 2014 Rolling 6 months & months None
Jonathan Hill 7 Aprl 2015 Raling 6 months & months None

The Non-Executive Directors of the Company do not have service contracts The Non-Executive Drectors are appointed
by letters of appontment Each independent Non-Executive Director’s term of office runs for a three year period

The Company follows the UK Corporate Governance Code's recommendation that all directors of FTSE 350 companies
be subject to annual re-appointment by shareholders
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Equity exposure of the board (audited}
The following table and chart sets out all subsisting Interests In the equity of the Company held by the Executive and
Non-Executive Directors

Other shares
Shares held directly held Options
Deferred LTIP Qutstanding
shares not interests interests in
Shareholding Current subject to subject to the Share Shareholding
requirement shareholding  Beneficially performance performance Incentive  requirement

Drirector {% salary) {% salary)® owned® condtions conditions Vested Unvested Plan met?
Executive Directors
Lance Batchelor 200% 36% 15,392 105121 1,313,761 - 2,162,162 138 No
Jonathan Hill 150% 69% 40,142 101,932 282,027 - - 1,027 No
tNon-Executive Directors
Jamie Arnell - - - - - - - - n/a
Philip Green - - 32,433 - - - - - n/a
Pev Hoopear - - - - - - - - nfa
Ray King - - 27,027 - - - - - n/a
Orna NiChionna - - 10,810 - - - - - n/a
Charles Sherwood - - - - - - - - nfa
Gareth Willams - -~ 32,433 - - - - - nfa
Bndget Mclntyre - - - - - - - - n/a
Andrew Goodsell? - - 2,815702 150,882 210,214 - - - n/a
Nots

¥ Values not calculatad for Non-Executive Directors as they are not subject to shareholding requirements
2 Qutstanding deferred bonus shares and LTIP in relation to his service as Executive Charman  See page 90 for turther details
3 7698 shares owned by Lance Bachelor's spouse 7,747 shares owned by Jonathan Hill s spouse

Executive Directors are required to build up their shareholdings over a reasonable amount of time, which would normally
be five years, and then subsequently hold a shareholding equivalent to a percentage of base salary

The number of shares of the Company in which current Directors had a beneficial interest and details of long-term incentive
interests as at 31 January 2016 are set out below

Notes
- Tha closing share prnice of £1 961 as at 28 January 2016 has been taken for the purpose of calculating the current shareholding
i e value of beneficialty owned shares and value of / gain on interests over shares) as a percentage of salary
- Value of/gain oninterests over shares compnses urvested 2014 and 2015 LTIP awards The one off IPQ share option award for
the Group Chief Executive Otficer has an exercise price of £1 85, hence the gain on these awards on 31 January 2016 was £240 000
- Unvasted LTIP shares and options do not count towards satisfaction of the shareholding guidelines
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DIRECTORS' REMUNERATION REPORT
DIRECTORS’ REMUNERATION POLICY

CONTINUED

Implementation of Remuneration Policy in the 2016/17 financial year

The Remuneration Committee proposes to implement the policy for the 2016/17 financial year as set out below

Element of remuneration

implementation in 2015/16

Implementation in 2016/17

Salary

Lance Batchelor, Group Chief Execuiive
Officer receved a 2% increase 1 February
2015 (all employee nse 2 5%) As a result,
his salary was £663,000

Jonathan Hill joined the Company on 7 Apnil
2015 as the Group Chief Financial Officer
Designate He became Group CFO on

23 June 2015 His base salary on joining
the Company was £408,000

Executive Directors will receve a 2%
increase on 1 February 2016 (all employee
nse 2 5%} As aresult, the salanes for the
Executive Directors are

— Lance Batchelor £676,260
-- Jonathan Hill £416,160

Benefit and pensions

The maximum employer pension contnbution/
salary supplement 15 20% of salary

Executive Directors received the following

— Lance Batchelor 15% of salary comprising
of the employer contribubion into the Saga
Pension Scheme {DB) and a salary
supplement in lteu of pension

— Jonathan Hill 15% of salary comprising
of the employer contribution into the
Saga Pension Scheme (DB) and a salary
supplement in keu of pension

No change 1n policy or levels

— Lance Batchelor 15% of salary
supplement in lieu of pension,

— Jonathan Hilt 15% of salary
supplement in leu of pension

Annual Bonus Plan and
Deferred Bonus Plan

Maximum Annual Benus
Plan 1s 1560% of salary

Normal maximum bonus
opportunity as a
percentage of salary

— Group Chief Executive
Officer - 150%

— Group Chief Financial
Officer - 125%

The annual bonus 1s pad in cash and deferred
shares

Two thirds of the total bonus to be paid
immedtately in cash and one-third deferred
into shares for three years

Change in the performance measures from
2014/15 {Group Trading EBITDA and Leverage
ratio) to

— Group PBT - 60%
— Group cash flow! — 20%
— Personal objectives — 20%

No change 1n the annual bonus opporturities
or deferral mechanics

No change In the annual bonus performance
measures
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Eiement of remuneration

Implementation i 2015/18

Implementation in 2016/17

Long-Term
Incentive Plan

Maximum value of LTIP
grant 15 200% of salary

Normal maximum LTIP
award as a percentage
of salary

— Group Chief Executive
Officer — 200%

— Group Chief Financial
Officer — 150%

No change in the LTIP grant levels and no
change to the performance measures from
2014 award

2015 LTIP award

— 50% EPS - EPS growth of 7% p a for 25%
of this element of the award to vest with full
vesting occurring for EPS growth of
12% pa

— B0% Comparative TSR performance
of the Company compared {o the
FTSE 250 {excluding real estate and
eguity investment trusts) - 25% of this
element of the award vesting for median
TSR comparative performance with full
vestng at upper quartile

2016 LTIP awards

— No change in the LTIP grant levels

— No change to the performance measures
or therr weighting - 50% EPS growth and
50% relative TSR

— The relative TSR comparator group and
the vesting schedule for this element will
reman unchanged from the 2015 award

— The Commitiee has reviewed the EPS
performance target range in ight of the
Company’s strategic plan over the next
period, general market conditions and
the range set by its FTSE 350 insurance
peers and other FTSE 250 companies (in
general the range set by these companies
1s annual EPS growth of 5%-12%)
Therefore, taking into account these
factors the Commuttee has determined to
set the EPS range for the 2016 LTIP grant
at EPS growth of 5%p a (threshold 25%
vesting) to 12%p a (full vesting) The
Committee believes that these targets are
challenging over the next penod and that
by extending the vesting range this
ensures the grant retans its ncentive and
retentive impact The Committee will
review the targets for the 2017 LTIP grant
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All employee
share awards

Saga continued to operate the Share Incentive
Plan for all employees in 2015, with a free
share award made in July 2015 of £300 to

all ehgible full-time employees

Saga will continue to provide all employees
with the opportunity to participate n all
employee equity arrangements

Chairman & Non-
Executive Fees

Charrman Fees £275,000

Board Fee £61,200

Commuittee Chair Fee £10,000

Sentor Independent Director Fee £20,000

2% nise (in hine with Group employees)

for the Chairman fee and Board fee

(no change in Committee Chayr fee or
Senior Independent Director fee) Charrman
and Non-Executive fees will increase with
effect from 1 June 2016

— Chairman fees £280,500

— Board fee £62,424

— Commuittee Char fee £10,000

— Senior Independent Director £20,000

Mote

! Defined as net available cash generation
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DIRECTORS’ REMUNERATION REPORT
DIRECTORS’ REMUNERATION POLICY
CONTINUED

Remuneration arrangements for our outgoing Executive Chairman

After 23 years with Saga, Andrew Goodsell retired from his role as Executive Charman on 30 June 2015 Andrew was
appointed Non-Executive Chairman of the Saga plc Board from 1 July 2015 He received no termination payments from
the Company on his cessation of employment as the Executive Chairman However, under the terms of the existing
Deferred Annuat Bonus Plan, Long Term Incentive Plan and Saga's policy around loss of office, as a good leaver he will
receive the following

Plan Outstanding awards Committee Determination
Deferred Annual Bonus  2014/15 DBP Andrew Goodsell has been treated as a
Plan (“DBP") good leaver under the terms of the Deferred

150,882 Shares Bonus Plan on his retirement from the

Company as Executive Charrman

As a good leaver, all subsisting deferred
share awards will vest in full on his ceasing |
to hold the office of Non-Exacutive Chairman

or on the third anniversary of the date of

grant of the awards whichever i1s the sooner

Long Term Incentive 2014 Andrew Goodsell has been treated as a
Plan (“LT{P") good leaver under the terms of the LTIP

210,124 Shares on his retirement from the Company as
Executive Chairman

As a good leaver his award has been
pro-rated to the amount of the vesting period
completed on this date of cessation as
Executive Chairman, the final payout will be
based on Saga's achievement of the LTIP
performance conditions at the end of the
three year perfcrmance period

IPO Award 2014 Andrew Goodsell has 12 months from the
date of him ceasing to hold the office of
2,702,702 Shares Non-Executive Chairman to exercise these
options, subject to the rules of the IPO
Award At the end of this penod, any
unexercised options would lapse

Under the terms of the Saga Annual Bonus Plan for the financial year February 2015 to January 2016, Andrew Goodsell
will receve a honus pro-rated to the number of months that he remained as Executive Chairman paid in cash
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Consideration of shareholder views

The Remuneration Comnuttee takes the views of the shareholders senously and these views are taken into acceunt in shaping
remuneration policy and practice Shareholder views are considered when evaluating and setting remuneration strategy and
the Remuneration Commitiee welcomes an open dialogue with its shareholders on all aspects of remuneration

Shareholder voting at general meeting

The Director Remuneration Policy was put to a binding vote at the AGM on 23 June 2015 The Charman's Annual Statement
and the Annual Report on Remuneration were subject to an advisory vote Below we outline the voting outcomes in respect
of approving the Director Remuneration Report and approving the Director Remuneration Policy Based on the overwhelming
support receved by shareholders both on the Policy and its mplementation the Commuttee 1s comfortable that no changes
are required to the Poley or its implernentation for 2016/17

% of % of Votes % ofissued
Votes votes Votes votes castin share capital Votes
Resolution tor cast against cast total voted withheld
To approve the Directors’ 814,029,424 98 38 13,430,293 162 827,459,717 7401 1,483,379
Remuneration Report
To approve the Directors’ 824,261,354 89963 3,031,154 037 827,292,508 74 00 1,631,155

Remuneration Policy
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DIRECTORS’ REMUNERATION REPORT

Annual Report on
Remuneration

Single total figure of remuneration (audited)

Executive Directors {audited)

The table below sets out the single total figure of remuneration and breakdown for each Executive Director in respect of the
20154186 financial year Comparative figures for the 2014/15 financial year have also been provided Figures provided have been
calculated in accordance with the UK disclosure requirements  the Large and Medium-Sized Comparies and Groups
{Accounts and Reports) {Amendment) Regulations 2013 (Schedule 8 to the Regulations)

Taxable
Salary benefits? Bornus Lmp Pension® Othert Other® Total
Executive Directors! Penod £ £ £ £ £ £ £ £

Lanca Batchelor 2015116 663,000 28,095 781,678 127,514 - - 1,600,287
(Group Chiet 2014/15 556,667 13,225 655958 - 102,852 - 4,000,000 5,328,702

Executive Officer)

Jonathan Hill 201516 334,246 19,748 325,699 - 74,680 190,000 - 944373
{(Group Chief 2014/15 = - - - - - - -
Financial Officer)

Andrew Goodsell 201516 330,422 18,261 389,567 - 2324%1 - - 970,731
{Former Executive 2014/15 777,462 41,496 941,506 - 265915 — 5,000,000 7,026,379
Charrman)

Stuart Howard 2015/16 196,992 6,837 193,545 - 156,573 - - 553,947

2014/15 472,781 27794 477,036 180,719 3,000,000 4,158,330

(Former Group Chuef
Financial Officer)

Notes
1 Lance Batchelor was appointed the Group Chief Executive on 24 March 2014 2014/15 salary, taxable benefits and pension provision pro rated in
accordance to time in role Jonathan Hil was appointed the new Group Financial Officer Designate and joined Saga on 7 Apnl 2015 Salary, taxable benefits,
pension provision and bonus have been pro-rated with respect to time in the role Andrew Gioodsell transibioned from his role as Executive Chairman io
Non-Exacutive Chairman on 1 July 2015 Stuart Howard stepped down from Board of Directors of the Company on 23 June 2015 Salary, benefits, bonus
and pension pro rated for tme served in financial year as Executve Directers  See page 93 for breakdown of bonus payments made n the year
2 The types of benefits provided are set out in the Remuneration Policy section of the raport
3 Reflects the value of the DB pension accrual in the year and the pension cash supplement — see table on page 95 for further detads
4 A buyout award of £190,000 was made to the Group Chief Financial Officer on recruitment in the form of Saga sharaes {101 932 based on Saga’s ¢losing
share price on 7 April 2015 of 186 4p} The award will vest in two equal tranches on the first and second annversary of the Group Chief Financial Officer s
commencement of employment with Saga In determining thes amount the Committes applied the “buyout” elemant contained in the recruitment policy
The buyout of the outstanding Bowis Homes awards held by the Group Chief Financial Officer were valued based cn the publicly available information
disclosed and took Into account the vesting penods and probabxlity of the performance conditions bemng sabsfied at the date of cessation This far value
was then discounted further to take into account the decreased probability of some of the longer term glements actually vesting The discounted far
vatlue was then converted in to a value of Saga shares which vest subject to continued employment Thera are no further performance conditions
attached to the vesung of these shares as the onginal performance conditions were taken inlo account i determening the buy-out value and therefore the
imposition of additional performance condiions woutd in fact amount to a seécond set of performance conditions on vesing
S The former Executive Chairman and Group Chiet Finangial Officer were provided a one-off award on IPO ['IPO Award’} The shares under the IPQ
Awards ware fully vasted on IPO {with the sale restrictions on tha sharas to be ifted on 29 May 2015 In accordance with the lock up arrangements
outlined in the IPO prospectus} The Group Chief Executive Officer was provided a share and cash award on IPO
2 Sharg award consisted of a one off award on IPQ of market valua share optiens (with an exercise pnce equal to Saga s share price on Admission
of £1 85} with a face value of £4m  25% wili vast and become exercisable on the third anniversary of the award 25% on the fourth anniversary and
50% on the fifth anmiversary, this was part of the buyout on the recrutment of the Group Chief Exacutive Officer 1o compensate for awards lapsing
on tes ¢ceasing employment with his former employer
8 Cash award of £4m based on continued employment 25% immediataly on the IPO, 25% on the first anniversary of the award and 50% will be patd
on the second anniversary this was part of the buyout on the recruitment of the Group Chief Executve Officer to compensate for awards lapsing
on his ¢easing employment with his formar employer
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Annual bonus

In respect of the 2015/16 financial year, the bonus awards payable to Execuiive Directors were agreed by the Remuneration
Committee having reviewed the Company’s results Detalls of the targets used to determine bonuses in respect of the 2015/16
financial year and the extent to which they were satisfied are shown in the table below These figures are included In the single
figure table

Annual bonus
value for
threshold and Percentage of Annual bonus vahue achioved {% of salary)
Threshold Target Max|mum maximum maximum
Performance performance performance performance Actual performance perfomance Lance Jonathan Arndrew Stuart
condition Welghting required required required performance {% of max) achipved  Batchelor Hill Goodsell Howard

Group PBT 80% E£1660m £1729m £1774m £176 2m 20%-100% 896% BO6E% 666% BO6% 672%

Group cash 20% 773% 79 6% 811% 79 9% 20%-100% 69 3% 20 8% 172% 208% 173%
flow?

Personal 20% See below for details of the 0%-100% 55 0% 165% 136% 165% 138%
objectives 2015/16 personal cbjectives

and ther achievement
Total 100% 786% 1178% 974% 1179% 983%
Total £ 781,678 325,699 389,567 193,545

Notes

! Defined as net avalable cash generation

2 Undler the terms of the Annual Bonus Plan, 20% for each element s payable for achieving the thrashold performance increasing to 60% for target
performance and 100% for achieving maximum performance Achisvements between these points are calculated on a straight-line basis

3 Bonus paid to Jonathan Hill 1s pro rated for the number of months served in the performance year The bonus paid for Andrew Goodsell and Stuart
Howard pro-rated for the number of months sarved in the performance year as Executive Directors Bonus as % of salary has been calculated based
on pro-rated bonus received and the pro-rated base salanes

The following table sets out the level of satisfaction of the personal objectives for the Group Chief Executive Officer and
Group Chief Financial Officer as well as the former Group Chief Executive Officer and the former Group Chief Financial Officer

Name Weighting Objective Details Notes
Lance Batchelor 10% Customer numbers  Total customer numbers including Objective was partally
{insurance plus achieved (growth in
g'rgUptCh'gffcer passengers) - mot?r‘ hc::we and othe::cﬁnre‘m:i:gi r absolute customer
xecutive Uil fer cez afura”::epoeyn u bee s numbers of 11% from prior
our operator passenger Aumboers year from 2 63m to 2 66m}
— shipping passenger days
5% Successful sale of Successful completion of the sale The completion of the
Alled Healthcare to Aurelus on 30 November 2015 successful transaction
at above minimum value set results in the Committeg
viewing this objective
as met
5% Successful launch Successfully launched on time The Committee views this
of Saga Investment  and on budget in November 2015 objective as partially met
Services

The propesition has recewved high
indicative satisfaction scores from potential
consumers based on surveys conducted

Compliance, audit and risk plans put in
place which will ensure the robustness
of the Company’s governance structure

The overall performance against these personal objectives equated to 55% of the bonus for this element being achieved
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DIRECTORS' REMUNERATION REPORT
ANNUAL REPORT CN REMUNERATION

CONTINUED
Name Weighting Objective Details Notes
Jonathan Hill 10% Customer numbers  Total customer numbers including Objective was partally
(insurance plus achieved {growth in absolute
S:‘OL:‘% ;hgfffc passengers) - ;notor, home and othelr ﬁnanmzl customer numbers of 11%
Nanci icer ervices msurance policy numbers from prior year from 2 63m
— tour operator passenger numbers to 2 66m)
— shipping passenger days
5% Successful launch Successiully launched on time and on The Committee views
of Saga Investment  budget in November 2015 this objective as being
Services The proposition has receved high partially met
indicative satisfaction scores from potental
consumers based on surveys conducted
Compliance, audit and risk plans put n
place which will ensure robustness of the
Company’s governance structure
5% Risk Management Managming the risk identification and Process improvements

mitigation process ensuring that Group
and Divisional risk plans are in place and
managed within the overall nsk appetite
as set by the Risk Committee

made durning the year and
plans are In place resulting
In & better balance of
strategic and operational
nisk

The Commuttee views this
cbjective as partially met

The overall performance aganst these personal objectives equated to 55% of the bonus for this element being achieved

Andrew Goodsell 10% To support smoaoth hand-over to the new CEO The Committee views this
to take over the leadership of the Saga business objective as met

Former Group

Executive Charman 10% To build an effective plc Board and effective The Committee views this

Board Committees

objective as met

The overall performance aganst these personal objectives equated to 55% of the bonus for this element being achieved

Stuart Howard 10% To support smooth hand-over to the new CFQ
to take over the CFO functions

Former Group Chief

The Committee views this
objective as met

Financiat Officer 10% To manage all external relattonships effectively, ensuring the
Company as a listed entity becomes firmly estabhished with

key parties

The Commitiee views this
objective as met

The overall performance against these personal objectives equated to 55% of the bonus for this element being achieved

The bonus of the 2015/16 financial year will be paid two thirds in cash and one third deferred in shares which will vest after

three years based on continued employment
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Long-term incentives awarded in 2015/16 (audited)

The table below sets out the details of the long-term ncentive awards granted in the 2015/16 financial year where vestng will
be determined according to the achievement of performance cenditions that will be tested in future reporting periods

Percentage of

award vesting Maximum

at threshold  percentage of

Award Basis on which Face value Shares performance face value that
Name type award made of award awarded (%) could vest (%) Performance conditions
Lance Batchelor LTIP Annual £1,326,000 611,059 25% 100% Relative TSR and EPS
equally weighted
Jonathan Hill LTIP Annual £612,000 282,027 25% 100%  Relative TSR and EPS

equally weighted

The awards were granted on 30 June 2015, the face value 1s calculated with reference to the share price on 29 June 2015
of £2 17 The performance conditions are set out on page 82 in the Implementation of Remuneration Policy in the 201516
financial year The awards will vest, subject to the level of performance achieved on 29 June 2018

Pension entitlements (audited)
Tha following table provides the information required by Schedule 8 of the Large and Medium-sized Companies and Groups
{Accounts and Reports) (Amendment) Regulations 2013 (the ‘Regulations’) and gives details for each Executive Director of

— the annual accrued pension payable on retirement calculated as if he/she had left service at the year-end,

— the normal retirement ages,

— the value of the pension benefits at the start and end of the year, as calculated n accordance with the Regutations,

— the value of the pension benefits earned over the year, excluding any Director's contnbutions and any increases for inflation,
calculated in accordance with the Regulatiens, and

- any payments in lieu of retirement benefits
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Neither of the Executive Directors has made additonal voluntary contnbutions

Extra information disclosed
under 2013 Directors’
Remuneration Regulations

Accrued pension Single figure numbers

Value x 20
Pensionable Pension over year (net Normal
Age at service at salary  of Director’s Total pension retirement
Executive Directors 31/0t/2016  31/01/2016 01/02/2015 31/01/2016  supplement' contribution) benefits age
tance Batchelor 52 1 year, £1,939 £4,334 £79,614 £47,800 £127,514 65
8 months
Jonathan Hill 47 10 months - £2,000 £34,680 £40,000 £74,680 65
Notas
' Panston salary supplement paid between the difference of the employer contnbution into the Saga Pension Plan and 15% of the Executrve
Directors' base salary
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Non-Executive Directors {audited)

The table below sets out the single total figure of remuneration and breakdown for each Non-Executive Director

2015/16 2014115
Non-Executive Taxable Taxable
Director Fees benefits Total Fees! benefits Total Roles
Philip Green £91,050 - £91,050 £60,692 - £60,692 Seniwor Independent Non-Executive
Director, Nomination Commitiee
Charrman
Ray King £74,983 - E74983 £53,049 - £53,949 Non-Executive Director, Audit
Committee Chairman, Risk
Comnittee Charrman
(to 24 June 2015)
Orna NiChionna 66,650 - E66,650 £40,462 - £40,462 Non-Executive Director, Risk
Commuttee Charrman
{from 24 June 2015)
Gareth Wilhams £70,816 - E70,816  £47,205 - £47,205 Non-Executive Director,
Remuneration Committee
Charrman
Bridget Mcintyre £5,933 - £5,933 - - - Non-Executive Director
Andrew Goodsell2 £160,416 £26,810 £187.226 - - - Non-Executive Chairman
James Arnell? 20 - £0 £0 - 20
Charles 20 - £0 £o - £0
Sherwood*
Pev Hooper? £0 - £0 £0 - £0

Notes
' Fees received for time served in financial year 2014/15

2 Tha tees for Andrew Goodsel retate 1o the period from 1 July 2015 to 31 January 2016 In addition, he receves the following taxable benefits which
are legacy arrangements from his employment as Executive Chairman

2 Aleased car and the assocated fuel arrangement,
b Healthcare banefit

3 James Arnellis a Non-Independant Non-Executive Director who does not receve a fee from Saga plc
4 Charles Sharwood and Pev Hooper were Non-independent Directors who did not receive a fee from Saga plc and who left the Board on

2 December 2015

Annual fees

Non-Executive Directors

2016/17 2015116
annual fee annual fee

Chairman's fee

£280,500 £275,000

Board fee

£62,424 £61,200

Commuttee Chairmanship {per committee)

£10,000 £10,000

Senior Independent Non-Executive Director fee

£20,000 £20,000

Notes
Board fae to be increased from 1 June 2016
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Payments to past Director/payments for loss of office (audited)
Stuart Howard ceased employment with the Company on 30 June 2015 He recewved no termination payment from the
Company on his cessation of employment

He receivad an annual bonus, pro-rated for hts time served during the 2015/16 financial year of £193,545 paid in cash - see
page 94 for further details

The table below provides details of the treatment of his cutstanding and exercisad share awards

Plan Outstanding awards/awards exercised Committee determmation
Deferred Annual Bonus  2014/15 DBP Stuart Howard has been treated as a good
Plan (‘DBP’} leaver under the terms of the DBP on his

76,448 shaves retirement from the Company

As a good leaver, all subsisting deferred
share awards vested in full on his cessation
of employment

Stuart Howard exercised his Deferred
Annual Bonus shares on 4 December
2015 He exercised 76,448 shares

The share prnice on exercise was £2 015
equating to a gan of £154,043

Long Term Incentive 2014 Stuart Howard has been treated as a good
Plan (‘'LTIP’) 106.482 sh leaver under the terms of the LTIP on his
' shares retirement from the Company
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As a good leaver his award has been
pro-rated to the amount of the vesting pernod
completad on this date of cessation as
Group Financtal Director, the final payout will
be based on Saga's achievement of the LTIP
performance condiions at the end of the
three vear performance penod

IPO Award 2014 Stuart Howard has 12 months from
30 June 2015 in which to exercise these
1621621 shares IPO Award options

Statement of Directors’ shareholding and share interests
See the tables on page 87

Fees retained for external non-executive directorships
Executive ODrectors may hold positions in other compames as Non-Executive Directors and retain the fees

Lance Batchelor i1s a Trustee of the charity White Ensign Association and I1s a Trustee of the National Gallery,
he does not receive a fee for either position

ANNUAL REPORT AND ACCOUNTS FOR THE YEAR ENDING 31 JANUARY 2016 SAGA PLC 97




DIRECTORS’' REMUNERATION REPORT
ANNUAL REPORT ON REMUNERATION
CONTINUED

Comparnison of overall performance and pay

The graph below shows the value of £100 invested in the Company's shares since listing compared with the FTSE 250 index
The graph shows the TSR generated by both the movement in share value and the reinvestment over the same period of
dividend income

The Remuneration Committee considers that the FTSE 250 1s the appropnate index because the Company has been a
member of this since listing This graph has been calculated in accordance with the Regulations | should be noted that the
Company listed on 23 May 2014 and therefore only has a listed share price for the penod of 23 May 2014 to 31 January 2016
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Group Chief Executive Officer historical remuneration

The table below sets out the total remuneration delivered to the Group Chief Executive Officer last year valued using the
methodology applied to the single total figure of remuneration The Group Chief Executive Officer joined the Company on

24 March 2014 therefore the remuneration shown 1s not for the full financial year The Remuneration Committee believes that
the remuneration payable in its earlier years as a private company to the Executive Chairman does not bear comparative value
to that which has been and will be paid to the Group Chief Executive Officer Therefore the Remuneration Committee has
chosen to disclose remuneration for the Group Chief Executive Officer only for the two most recent financial years

Group Chief Executive 2015/16 2014715
Total single figure £1,600,287 £5,328,702
Annual bonus payment level achieved {percentage of maximum opportunity} 78 6% 80 7%
LTIP vesting level achieved (percentage of maximum opportunity) n/a n/a
Option vesting leve! achieved (percentage of maximurm opporiurity) n/a n/a

There was no long-term incentive plan or share option plan operated prior to isting It should be noted that £4m of the single
total figure for 2014/15 related to the award granted on Admussion, which was a one-off payment to compensate for awards
lapsing on his ceasing employment with tus former employer
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Relative importance of the spend on pay
The table below sets out the relative importance of spend on pay in the 2015/16 financial year and 2014/15 financial year
compared with other disbursements All figures provided are taken from the relevant company accounts

Dishur ts from Disbursements from

profit in 2015/16 profitin 2014/15

financial year financial year
Percentage
(Em} {Em) change
Profit distributed by way of dvidend 704 Nil 100%
Total tax contnbutions? 616 516 19 4%
Overall spend on pay including Executive Directors 3001 3307 93%

Note
* Total tax contributions include corporation tax, national Insurance contributiens, VAT and Air Passenger Duty

Change in the Group Chief Executive Officer’s remuneration compared with employees
The following table sets out the change (n the remuneration paid to the Group Chief Executive Officer from 2014/15 to 2015/16
compared to the average percentage change for employees

The Group Chief Executive Officer’s remuneration disclosed in the table below has been calculated to take into account base
salary, taxable benefits, excluding his pension, and annual bonus {including any amount deferred)

The employee pay has been calculated using the following elements annual salary - base salary and standard monthly
allowances, taxable benefits — car allowance and private medical insurance premiums, annual bonus - Company bonus,
management bonus, commission and ncentive payments

It should be noted that the remuneration for 2014/15 has been annualised to allow a direct comparison with 2015/16 as the
Group Chief Executive Officer was not appainied until 24 March 2014 The change in his taxable benefits 1s as a result of
choosing to receive a Caompany car under the Car Policy instead of a cash based car allowance

Salary Taxable benefits Annual Bonus
Percentage Percentage Percentage

2015/16 2014/15 change 2015/16 2014/15 change 2015/162 2014/152 change
Group Chief £663,000 £650,000 2%  £28,085 £15,870 77% €£781,678 £787,150 -07%
Exacutive Officer!
Average per £24,865 £23,661 5% £638 £543 17% £3,293 £2,599 27%
employee?
Notes

1 The Group Chiet Executive Officer was appointed on 24 March 2014 and was only in office for 10 months of 2014/15 His salary taxable benehts
and bonus for 2014/15 have been included on an annualised basis to ad comparison

2 The Group Chuef Executive Otficer's bonus for both years includes cash awards of £1,000,000 as part of his recruitment as compansatton far
awards lapsing on his ceasing employment with hus former employer

3 All values for 2014/15 have baen adjusted to exclude the Group Chief Executve Officer who was previousty included as part of this poputation
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DIRECTORS’ REMUNERATION REPORT ,
ANNUAL REPORT ON REMUNERATION
CONTINUED

Statement of conditions elsewhere in the Company

Each year, prior to reviewing the remuneration of the Executive Directors and the members of the Executive Team, the
Remuneration Committee considers a report prepared by the Group HR Director detailing remuneration practice across the
Company The report provides an overview of how employee pay compares to the market and any matenal changes during
the year, and includes detaled analysis of basic pay and vanable pay changes within the UK

While the Company does not directly consult with employees as part of the process of reviewing executive pay and formulating
the Remuneration Policy, the Company does receive an update and feedback from the broader employee population on an
annuat basis using an engagement survey which includes a number of questions relating to remuneration The Company does
not use remuneration compansen measurements

The Group ams to provide a remuneration package for all employees that 1s market competitive and operates the same core
structure as for the Executive Directors The Group operates employee share and variable pay plans, with pension provisions
provided for all Executive Directors and employees In addition, any salary ncreases for Executive Directors are expected

to be generally in ne with those for UK based employees

Cascade of incentives through our organisation

Maximum bonus Maximum bonus award
Organisationa! level Employes # award - cash - deferred shares Maximum LTIP award SIP
Executive Directors 2 100% 50% 200% v
Executive Tearm 8 67% 33% 100% J
Drectors 6 60% - 60% v
Senior leadership 50 40% - 40% v
Rest of employee poputation 2,800 Up to 40% - - ¥

Statemant of implementation of the Remuneration Policy n financial year 2016/17 ‘
See the tables on pages 88-89 ;

Advisers to the Remuneration Committee
Following a selection process carned out by the Board pnior to the IPO of the Company, the Committee has engaged the
services of PwC as independent remuneration adviser

During the financial year, PwC advised the Remuneration Committee on all aspects of the remuneration policy for Executive
Directors and members of the Executive Team PwC also provided the Company with tax and assurance work during the year
The Remuneratton Committee reviewed the nature of the services provided and was satisfied that no conilict of interest exists
or existed in the prowvision of these services

PwC 1s a member of the Remuneration Consultants Group and the voluntary code of conduct of that body 1s designed to
ensure objective and independent adwvice 1 given to remuneration committees Fixed fees of £65,000 {2014/15 £57,500)
were provided to PwC during the year in respect of remuneration advice received

-,

Ga ilhams

Charrman, Remuneration Committee X
18 Apr! 2016
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DIRECTORS’ REPORT

The Directors present their report
together with the audited consolidated
financial statements for the year ended
31 January 2016 in accordance with
section 415 of the Companies Act 2006
which were approved by the Board on
18 Apnl 2016

Management report

The Directors’ Report, together with
the Strategic Report set out on pages
01-49 form the Management Report
for the purposes of Disclosure and
Transparency Rule ('DTR’) 4 1 5R

Statutory information contained
elsewhere in the annual report
Information required to be part of this
Directors’ Report can be found elsewhere
in the annual report as indicated in the
table below and 1s incorporated into this
report by reference

Results and dividends

The Group made a profit after taxation
of £141 2m for the financial year ended
31 January 2016 The Board paid an
interim dividend of 2 2p per share

and proposes to pay, subject to
shareholder approval at the 2016
AGM, a final dividend of 5 Op net per
share in respect of the year ended

31 January 2016

Going concern

The going concern statement required
by the Listing Rules and the UK
Corporate Governance Cods (the
‘Code') 1s set out In the Compliance
Statement on page 53

Fair balanced and understandable
The Board's staterment regarding
whether the information contained
within the annual report 1s farr, balanced
and understandable is contained on
page 53

Location tn
information annual report
Likely future developments in the business of the Company Pages 01-49
or its subsidianes
Corporate social responsibihty Fages 24-25
Greenhouse gas emissions Pages 26-27
Employees ([employment of disabled persons, employee Page 23
engagement and pohicies)

Corporate Governance Statement Pages 50-77

Directors’ details {inciuding changes made dunng the year)

Pages 57 and

60-63
Related party transactions Note 34 on

page 172
Employee share schemes (including long-term Note 31 on pages
incentive schemes) 168-169
Financial instruments Information on the Group’s financal Note 2 3 on pages
instruments and nsk management objectives and policies, 119130

including our policy for hedging

Additional information

Pages 183-185

Viabihty statement
The Dwectors’ viabllity staterent 15 set
out on page 53

Political donations
No pelitical donations were made dunng
the year

Directors’ interests

A list of the Directors, therr interests in
its long-term periormance share plan,
contracts and ordinary share capital of
the Company are given in the Directors’
Remuneration Report on pages

78100

Rules on appointment and
replacement of Directors

All Directors will seek re-election or
election at the AGM in accordance with
the Company’s articles of association
and the recommendations of the Code

A Director may be appointed by
ordinary resolution of the shareholders
In a general meeting following
nomination by the Board or & member
{or members) entitled to vote at such a
meetng In addition, the Directors may
appoint a Director to fill a vacancy or as
an additional Director, provided that the
ndividual retires at the next AGM

A Director may be removed by the
Company in certain circumstances

set out tn the Company’s articles of
association or by an ordinary resoclution
of the Company

Pursuant to the Relationship Agreement
entered into between tha Company and
each of the Pnivate Equity Investors (as
defined on page 103) each Pnvate
Equity Investor 1s entitled to appotnt one
Non-Executive Director to the Board for
so0 long as i 1s entitled, either directly or
indirectly through its voting nghts in
Acromas Bid Co Limited, to exercise or
to control the exercise of the equivalent
of 10% or more of the votes able to be
cast on all or substantally all matters at
general meetings of the Company
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DIRECTORS' REPORT
CONTINUED

Directors’ indemnities

and insurance

As at the date of this report, mdemnities
are Iin force under which the Company
has agreed to indemnify the Directors,
to the extent permitted by law and the
Company’s articles of association, in
respect of all losses ansing out of, or in
connection with, the execution of therr
powers, duties and responsibihties,

as Directors of the Company or any of
its subsidiaries No amount was paid
under any of these indemnities or
nsurances during the year other than
the applicable insurance premiums
Diractors and officers Liability insurance
15 In place as at the date of this report,
at an amount which the Board
considers adequate This 1s subject

to an annual review

Share capital and interests

in voting rights

The Company's share capital (including
movements during the year) 1s set out
on page 167 At the date of this report
the Company's issued share capital
compnsed a single class of share
capital which 1s divided into ordinary
shares of 1p each As at 31 January
2018, 1,118,005,405 ordinary shares
of 1p each have been issued, are fully
pard up and quoted on the London
Stock Exchange

Dunng the year, 7,300,000 additional
shares were I1ssued in connection with
the Customer Offer and Employee Offer
detailed 1n the prospectus published
on 8 May 2014 11 connection with

the Company’s inihal public offering
{the "Prospectus’) Under the offer
Ehigible Customers and Eligible
Employees were eligible to receve
one free share for every twenty held
{subject to certain conditions} Such
shares rank pan passu with existing
shares in the Company

In accordance with DTR5, the Company has been notified of the following interests
In 3% or more of the Company’s total voting nghts

Pergentage
Name Ordinary shares of capstal Nature of holding
Acromas Bid Co Limited (ABCL) 352,674,283 3154 Drrect
HSBC Global Custody Nominees 34,367,968 307 Birect
(UK Limited)
Majede UK Inceme Fund, 68,956,717 617 Indirect
Majedie Asset Management UK
Income Fund, Majedie Asset
Management UK Equity Fund,
Majedie UK Equity Fund,
Majadie UK Trust,
Discretionary Clients
Pelham Long/Short Master 69,056,048 622 Equity swap

Fund Limited

On 27 February 2015, the Company
was notified that ABCL had sold
111,000,000 shares {in aggregate),
pursuant to transactions which took
place on 26 and 27 February 2015
Following such transactions, ABCL
held 688,974,283 ordinary shares,
representing 62 03% of capital

On 13 May 2015, the Company was
notified that ABCL had sold
122,500,000 shares Following the sale,
ABCL held 566,474,283 ordinary
shares, representing 51 00% of capital
at 13 May 2015

On 28 July 2015, the Company was
notified that ABCL had sold 68,800,000
shares Following the sale, ABCL held
497,674,283 ordinary shares, representing
44 51% of capital at 28 July 2015

On 2 December 2015, the Company
was notified that ABCL had sold
145,000,000 shares Following the sale,
ABCL held 352,674,283 ordinary
shares, representing 31 54% of capital
at 2 December 2015

Informatton regarding other interests in
voting nghts provided to the Company
pursuant to the FCA DTRs 1s published
on the Company’s website and a
Regulatory Information Service
Notrfication was also received by the
Company dunng the year that Goldman
Sachs had a notffiable interest but this
ceased to be a notfiable interest and

15 not included in the table above

Relationship Agreement

The Company has entered Into an
agresment with Acromas Bid Co
Limited as its controlling shareholder
as required under Listing Rule 8 2 2ZA R
(2)(a), comphes with the independence
provisions set cut n LR 61 4D R and
has a constitution that allows for the
election and re-election of independent
Oirectors 1o be conducted in
accerdance with the election provisions
setoutnLR922ERand LR 22FR

As far as the Company 1s aware

— The contraling shareholder and
its assocates have also complied
with the independence provisions
referred to above

— The controling sharegholder has
complied with its agreement to
procure compliance with the
independence provisions referred
to above by another controling
shareholder and iis associates
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Change of control -

significant agreements

A number of agreements iake effect,
alter or terminate upon a change of
controt of the Company including
following a takeover bid, for example
insurance, commercial contracis and
distribution agreements The Group
has a number of contracts and
arrangements throughout the business
where the legai nsk ansing out of a
change of control 1s closely managed
as part of the contractual governance
process [newvitably, there may be certain
operational contracts that ¢ould provide
for a pernod of disruption or higher
operational charges if a change of
control clause was invoked Howaever,
at the current tme, we are not aware
of any entical or matenal coniracts that
pose such a threat

The Senior Facilites Agreement and the
financing agreements in relation to the
new ship provides the Group with loan
and revolving credit facilities for general
finanging purposes In the event of a
change of conirol the fachities would
either require repayment or re-
negotiation Further details on banking
facilities are shown in note 28 to the
conscltdated financial statements

The Relationship Agreement between
the Company, Acromas Bid Co Limited
{the '‘Pnncipal Sharehotder’} and certain
funds managed or advised by
Charterhouse Capital Partners, CVC
Capital Partners and Permira (the
'Private Equity Investors’} remains in
force until the later of (1)) each of the
Private Equity Investors (together with
Its associates) ceases to be entitled to
exercise or control the exercise, directly
or indirectly, of 10% or more of the votes
able to be cast on all or substantially all

ANNUAL REPORT AND ACCOUNTS FOR THE YEAR ENDING 31 JANUARY 2016 SAGA PLC

matiers at general meetings of the
Company, and {n) the Princtpal
Shareholder (together with its
associates) ceases to be entitled

to exercise or control the exercise,
directly or indirectly, of 30% or more
of the votes able to be cast on all or
substantially all matters at general
meetings of the Company There are
alse provisions that prowvide for the
Relationship Agreement to be
automatically termmated iIf the
Company's shares cease 10 be listed
on the premium listing segment of the
Official List and traded on the Londeon
Stock Exchange plc’s main market for
listed secunties There are no provisions
in the Relationship Agreement which
allow the Pnncipal Shareholder or the
Private Equity Investor to terminate the
agreement in the event of a change of
control of the Company

As aresult of the share placing
undertaken by ABCL on 2 December
2015, CVC Capitat Partners and
Permira’s interests fell below 10%

and the Private Equity Investment
Directors nominated by them resigned
from the Board

The rules of the Company’s employee
share plans generally provide for the
accelerated vesting and/or release of
share awards in the event of a change
of control of the Company

The Company does not have any
agreements with Directors or employees
which would pay compensation in the
event of a ¢change of control

Conflicts of interest

Each Director 1s obliged to disclose any
potential or actual conflict of interest
in accordance with the Company’s
conflict of interest policy The policy
and declarations made are subject
to annual review and Directors are
required to update any changes to
declarations as they occur Internal
controls are in place to ensure that
any related party transactions are
conducted on an arm's length basis

Authority to allot/purchase

own shares

A shareholders' resolution was passed
at the AGM on 23 June 2015 which
authorised the Company to make market
purchases within the meaning of section
693 (4) of the Companies Act 20086 (the
‘Act’) {up to £1,110,705 41 representing
10% of aggregate nom:nal share capital
of the share capital of the Company
following Admissicn, subject to a
rruntmum price of 1p and a maximum
price of the higher of 105% of the
average mid-market quotations for

five business days prior to purchase or
price of last ndividual trade and highest
current individual bid as derived from the
London Stock Exchange trading system)

The Company did not exercise this
authonty during the year ended

31 January 2016 The above authornty
will expire at the forthcoming AGM
and a resalution to authonse the
Company 1o make market purchases
representing 10% of current nominal
share capital will be proposed

The Directors of the Company were also
granted authonity at the 2015 AGM to
allot relevant secunties up to a nominal
amount of £3,698,649 This authonty
will apply until the conclusion of the
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DIRECTORS' REPORT
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2016 AGM, where shareholders will be
asked to grant the Directors authonity (for
the purposes of section 551 of the Act)
to allot relevant secunties () up to an
aggregate nominal amount of
£3,722,958, and (1) compnsing equity
secunities (as defined in the Act) up to an
aggregate nominal amount of £7,445,916
{after deducting from such imit any
relevant securities 1ssued under (i) in
connection with a nghts 1ssug) These
amounts will apply until the conclusion of
the AGM to be held in 2017, or, if earler,
31 July 2017

Special resolutions will also be proposed
to give the Directors authority to make
non pre-emptive 1ssues wholly for cash
in connection with nghts 1ssues and
otherwise up to an aggregate nominal
amount of £1,118,005 41 and to make
market purchases The authorty to
repurchase the Company's ordinary
shares in the market will be hmited

to £1,118,005 41 and will set out the
mirumum and maximum price which
will be pad

Rights attaching to shares

The rights attached to the shares are
governed by applicable law and the
Company's articles of association
(which are avallable at http //corporate
saga co uk/assets/downloads/
corporate-governance/saga-plc-
articles-of-association pdf)

Ordinary shargholders have the night

to recelive notice, attend and vote at
general meetings, receve a copy of the
Company's report and accounts and

a dwvidend when approved and paid

On a show of hands, each shareholder
present in person, or by proxy (or an
authornsed representative of a corporate
shareholder), shall have one vote In the
event of a poll, one vote 1s attached to
each share held

The notice of the AGM (the 'Notice')
states deadlines for exercising voting
nghts and for appointing a proxy/proxes

No shareholder owns shares with
special nghts as to control
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Restrictions on the transfer

of shares

Qther than where imposed by law or
regulations, or where the Listing Rules
require certain persons to obtain
clearance before dealing, there are no
restrictions regarding the transfer of
shares in the Company The Company
1S not aware of any agreement which
would result in a restriction on the
transfer of shares or voting nghts

Articles of association

Any amendment to the Company’s
articles of association may only be
made by passing a special resolution
of the shareholders of the Company

Branches outside the UK
The Company does not have any
branches outside of the UK

Post-balance sheet events
There have been no important
events affecting the Company or any
of its subsidiary undertakings since
31 January 2016

Auditor

A resolution to re-appoint Emst and
Young LLP {who have indicated their
willingness to act) as our Auditor wil
be proposed at the 2016 AGM

Disclosure of information

to the Auditor

Having made the requisite enquines,
so far as each of the Directors 1s aware,
there 1s no relevant audit iInformation
{as defined by section 418(3) of the
Companies Act 2006) of which the
Company's Auditor 1s unaware and the
Directors have taken all the steps they
ought to have taken as Directors to
make themselves aware of any relevant
audit nformation and to ensure that
the Company's Auditor 15 aware of

that information

Annual General Meeting

The AGM will be held on Tuesday

21 June 2016 at 11am at Enbroock Park,
Sandgate, Folkestone, Kent CT20 3SE
The Notice contains an explanation of
special business to be considered at
the meeting

A copy of the Notice will be available on
our website, http //corporate saga co uk
n due course

Directors' responsibilities

As requued under the Financial
Conduct Authonty (‘FCA') Disclosure
Rules and Transparency Rules (DTRs'),
the following statements are made by
the Board regarding the preparation

of the financial statements

The process for producing the

Company's annual report and accounts

starts with clear direction for all those

involved, so that the final document

represents a balanced picture of our

activities throughout the year and

50 that shareholders are given the

information they need to assess '
the performance, business mode!

and strategy

The Directors are responsible for
prepanng the annual report and
accounts in accordance with applicable
iaw and regulations Company law
requires the Directors to prepare Group
financial statements for each financial
year Under that law, the Directors are
required to prepare Group financial
statements under IFRSs as adopted

by the European Union and applicable
law Under company law the Directors
must not approve the Group financial
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staterments unless they are satsfied
that, {0 the best of therr knowledge,
they give a true and fair view of the
state of affairs of the Group and of
the profit or loss of the Group for
that period In prepanng the Group
financial statements the Directors
are required to

— Present fairly the financial position,
financial performance and cash
flows of the Group

-— Select suitable accounting policies
In accordance with IAS 8 ‘Accounting
Palicies, Changes in Accounting
Estimates and Errors' and then
apply them consistently

— Present information, including
accounting policies, In a manner
that provides relavant, reliable,
comparabie and understandable
informaton

— Make judgements that are
reasonable and prudent

— Provide additional disclosures
when compliance with the specific
requirements in IFRSs as adopted
by the Eurcpean Union i1s insufficient
to enable users to understand the
impact of particular transactions,
other events and conditions on the
Group's financial position and
financial performance

— State whether the Group financial
staternents have been prepared in
accaordance with IFRSs as adopted
by the European Union

The Directors are responsible for
keeping adequate records that are
sufficient to show and explain the
Group's transactions and disclose with
reasonable accuracy at any time the
financial position of the Group and
enable them to ensure that the Group

financial statements comply with the
Companies Act 2006 and Article 4 of
the IAS Regutation They are also
responstble for safeguarding the assets
of the Group and hence for taking
reasonable steps for the prevention
and detection of fraud and other
irregulanties

The Directors are responsible for
the maintenance and integnty 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 junsdictions

The Direciors are also responsible
for preparing the Strategic Report,
the Directors” Report, the Directors’
Remuneration Report and the
Corporate Governance Siatement

In accordance with the Companies
Act 2006 and applicable regulations,
including the requirements of the
Listing Rules and the Disclosure and
Transparency Rules

Neither the Company nor the Directors
accept {(and hereby exclude) any hability
o any person in relation to the annual
report except to the extent that such
hability 15 imposed by law and may

not be validly excluded Accordingly,
any liability to a person who has
demonstrated rellance on any untrue
or misleading statement or omission
shall be determined 1n accordance with
section 90A and schedule 10A of the
Financial Services and Markets Act
2000, as amended

Each of the Directors, who were in
office at the date of this report, whose
names and responsibilities are listed
on pages 57 and 60-61, confirm that,
to the best of therr knowledge

— The Group financial statements,
which have been prepared In
accordance with IFRSs as adopted
by the European Union, give a true
and farr view of the assets, liabilities,
financial position and profit of the
Group, and

— The Strategic Report contained on
pages 01-49 includes a far review of
the development and performance
of the business and the position
of the Group, together with a
description of the principal risks
and uncertainties that it faces

By order of the Board

V Haynes
Company Secretary
18 April 2016

Saga ple
Company no 08804263
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INDEPENDENT AUDITCR'S REPORT
TO THE MEMBERS OF SAGA PLC

Our opinion on the financial statements
In our opinion

— the financial statements give a true and fair view of the state of the Group's and of the parent company’s affairs as at
31 January 2016 and of the Group’s profit for the year then ended,

— the Group financial statements have been properly prepared in accordance with International Financial Reporting Standards
{'IFRSs') as adopted by the European Union,

— the parent company financial statements have been properly prepared in accordance with United Kingdom Generally
Accepted Accounting Practice, Financial Reporting Standard 101 'Reduced Disclosure Framework' (FRS 101%), and

— the financial statements have been prepared in accordance with the requirements of the Compames Act 2006 and,
as regards the Group financial statements, Article 4 of the IAS Regulation

What we have audited
We have audited the financial statements of Saga plc for the year ended 31 January 2016, which comprise

Group Company

— the consolidated income statement — the parent company balance sheet

— the consoldated statement of other — the parent company statement of changes n equity
comprehensive iIncome — the related notes 1 to 6 to the parent company

— the consoldated statement of financial position financial statements

— the consolidated statement of changes in equity

— the consoldated staternent of cash flows

— the related notes 1 to 36 to the consolidated
financial statements

The financial reporting framework that has been apphied in the preparation of the Group financial statements 1s applicable law
and IFRSs as adopted by the European Urion

The financial reperting framework that has been applied in the preparation of the parent cempany financial statements
15 applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice,
FRS 101)

Overview of our audit approach

Materiality Overall Group matenality of £2 0m (2015 £9 6m) which represents approxmately 5%
of profit before tax (2015 5% of operating profit) from continuing operations
Audit scope The divisions and entities where we performed full audit procedures accounted for 89% of the
Group's profit before tax, 93% of the Group's revenue and 96% of the Group's total assets
Risk of material — Valuation of insurance contract habiittes
misstatement — Valuation of goodwill

— Revenue recognition

What has changed Subsequent {o the disposal of the Alled Healthcare business on 30 November 2015, we assigned
the component a review scope given that 10 months of business performance has been
consolidated in the Group's results Destinology Limited was identidfied as a full scope component
{specific scope n the prior penod) as this s the first peniod in which the component has contributed
12 months' revenue to the Group
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Our assessment of nisks of maternal misstatement
The table below shows the nsks of matenal misstatement we identified that have had the greatest effect on the overall audit
strategy, the allocation of resources in the audit and directing the efforts of the audit team In addressing these risks, we have
performed the procedures below which were designed in the context of the financial statements as a whole and, consequently,
we do not express any opinion on these individual areas

Valuation of msurance contract habihties (€460 Om, prior year comparative £492.2m)

Risk

Our responses to the nsks

What we concluded to the
Audit Committee

Refer to the Audit Commitiee Report
(page 71), accounting polcy note 2 3(Q)
and disclosure note 25

Far insurance contracts, estimates have
to be made both for the expected ultimate
cost of claims reported at the reporting
date and for the expected ultimate cost
of claims incurred but not yet reported
at the reporting date ('IBNR'} It can take
a significant penod of time before the
ultimate claims cost can be established
with certainty Management makes
judgement in respect of the trends in the
frequency and sevenity of bodily injury
claims, the propensity for large claims

to settle as Pericdical Payment Crders
(‘PPQOs’), the Ogden discount rate and
other regulatory developments

Management sets reserves at a level that
includes a margin over the actuanal best
estimate to take account of uncertanty
that may impact the value of the insurance
contract habiities ultimately settled

Note 18{d) ‘Insurance nsk’ provides further
detall of these uncertainties and the
process for establishing insurance
contract iabilities

We understood, assessed and tested the
design and operational effectiveness of
key controls over the process applhed by
Management in establishing insurance
contract habilities, including controls over
the completeness and accuracy of data
used by the internal actuary to project the
clams labilities

Supported by our actuanial specialists, we

— obtained an undsrstanding of the
methodology and key assumptions applied
by Management,

— challenged the methodology and key
assumptions against our knowledge of
the sector and the Group's own claims
experence,

— performed independent actuarial projections
on the motor classes which account for 95%
of the gross insurance contract habihties,

— reconciled the clams data supporting the
actuarial projections to source systems and,
on a sample basis, venfied the accurate
recording of data against the underlying
policy and claims documentation, and

— assessed the level of reserve margmn
compared to market practce and pnor
penads, in the context of areas of
uncertainty for which the margin 1s held, and

— tested on a sample basis that the
rensurance recoveries were recerded in line
with the underlying reinsurance contracts

Consistent with the prior
penod, our view 15 that the
Saga best estimate 1s based
on assumptions which are
indivtdually reasonable but
contain degrees of caution
when compared to our own
assumptions

We consider that the
recorded insurance contract
labilties as at 31 January
2016, including the margin
and net of reinsurance, are
within a reasonable range

In addition we consider that
the disclosures made provide
information that assists n
understanding the
uncertainty inherent in the
valuation of iInsurance
contract habiities
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INDEPENDENT AUDITOR'S REPO
TO THE MEMBERS OF SAGA PLC
CONTINUED

RT

Valuation of goodwill (£1,485 Om, prior year comparative £1,471 4m)

Risk

Our responses to the nsks

What we concluded to the
Audit Committee

Refer to the Audit Committee Report
{page 71), accounting policy 2 3(g) and
disclosure note 13

The goodwill recorded as at

31 January 2016 1s £1,485m and 1s
tested for impairment by Management
by considenng the recoverable amount
of the goodwill as described Iin note 15

'n determining the recoverable amount,
judgement is applied by Management
in denving

— the forecast cash flows expected to
anse from the approved five year plan
and the underlying assumptions in
setting the five year plan,

— the pre-tax discount rates that reflect
the market assessment of the time
value of money and the nsks specific
to the cash flow estimates, and

— the growth rate used to extrapolate
cash flow projections beyond the five
year plan penod

Management’s mpairment assessment of the
recorded goodwill value was performed as at
1 January 2016 We have evaluated and
challenged this assessment, specifically

— we validated that the goodwill i1s
appropniately allocated to the operating
segments,

we vahdated that the cash flows
underpinning the calculation were consistent
with the five year strategic plan approved by
the Board,

we challenged the reasonableness of growth
forecasts during the five year plan period,
having regard to back testing performed by
Management to support the robustness of
the forecast process,

we compared the pre-tax discount rate

to the Group’s weighted average cost

of capital and to discount rates used by
similar UK companies that operate in the
financial services and travel Industnes,

we compared the long-term growth rates

to economic and industry forecasts, ang

we assessed the adequacy of sensitvity
analysis performed by Management,
stressing each of the above assumptions

in 1solation and in combination to best reflect
what we considered to be

reasonably foreseeable changes

n the key assumptions

We have concluded that

the recoverable amount of
goodwill exceeds its carrying
amount, with significant
headroom remaning when
key assumptions are stressed
for what we considered to be
cautious assumptions

— the aflocation of goodwill
to operating segments was
appropnats and in ine with
the requirements of IAS 386,
the forecasts used were

a reasonable basis upon
which to perform the
impairment review,

the pre-tax discount rate
assumptions used were
within our view of an
acceptable range, and

are consistent with
comparator groups, and
the assumption for
long-term growth was
consistent with comparator
groups and appropriate
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Revenue recogmtion {£963 2m, prior year comparative £900 5m)

Risk

Our responses to the nsks

What we concluded to the
Audrt Committee

Refer to accounting policy 2 3(a) and
disclosure nota 3

ISAs (UK & Ireland) presume there may be
pressures or incentives on Management
to commit fraudulent financial reporting
through inappropnate revenue recognition
to meet budgeted performance measures

We have assessed the revenue streams
in the insurance and travel segments as
being most susceptible to manipulation
through the applcation of inappropriate
revenue recegnition policies

— The insurance segment revenue
consists primarily of revenue earned
by the insurance intermediary and the
nsurance underwriter The intermed:ary
revenue from both external
underwnters and the Group
underwriter 1s recognised upon
commencement of the pcolicy period
of sk, whereas the Group underwriter
recognises revenue on an earned
basis over the term of the policy
For policies underwritten by the
Group underwniter and placed via
the Group intermediary, consolidation
adjustments are precessed to ensure
that the overall revenue recorded in
respect of nsks underwntten by the
Group 1s recognised in accordance
with the Group policy 2 3(a)

— In the travel segment, revenue from
tour operations 1s recognised on the
passenger's date of departure and
for cruise holidays, whera the Group
operates the cruise ship, revenue 1s
recognised on a per diem basis over
the duration of the cruise Theres
a nsk that revenue recogniion 15
accelerated and recognised when
holidays are booked or cash in respect
of those bookings 1s receved

We considered the accounting policies

for the revenue streams in the insurance

and travel segments, having regard to

the requirements of applicable revenue
recognition standards, being 1AS 18 ‘Revenue’
and IFRS 4 ‘Insurance Contracts’

We tested the design and operating
effectiveness of the controls in operation over
the insurance and travel revenue recognition
and recording processes

For the insurance segment we

— for a sample of contracts, re-performed
earnings calculations to validate that
insurance revenues were being recognised
over the policy term,

— Inspecied a sample of contracts with
policyholders and underwriters to validate
whether any contractual obligations to
provide post-placement services were
in place,

— performed cut-off testing to confirm revenus
had been recorded In the correct period,

— reviewed the consohdabion adjustments
posted to eliminate the revenue transactions
between the Group intermediary and Group
underwriter,

— challenged and corroborated reasons
for vanances from prior periods based
on analytical procedures performed, and

— tested a sample of manual journals for
any indication of inappropnate revenue
recognition

For the travel segment we

— performed detailed testing of a sample
of transactions to confirm that the tour
operator revenues and cruise holiday
revenues were being recognised In line
wiath the contract terms and applicable
accounting policy,

— performed cut-off testing to confirm revenue
had been recorded In the correct period,

— challenged and corroborated reasons
for variances from prior penods based
on analytical proceduras performed, and

— tested a sample of manual journals for
any indication of nappropriate revenue
recognition

Thera have been no materal
c¢hanges to the revenue
recognition pahcies applied
by Management during the
period, and the source and
contribution of each revenue
stream is consistent with the
prior period

We are satisfied that the
consohdation agjustments to
align the revenue recognition
policies across the Group
are approprate

We concluded that revenue
has been recognised in the
year in complance with the
Group's revenue recognition
policies and relevant
accounting standards

In the prior year, our auditor’s report included a risk of material misstaterment in relation to discontinued operations and assets

held for sale for the Allied Healthcare business In the current year, this risk 1s no longer applicable as the sale of the Allied
Healthcare business was completed an 30 November 2015
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INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF SAGA PLC
CONTINUED

Overview of the scope of our audit

Our assessment of audit risk, our evaluation of materiality and our allocation of performance materiality determine our audt
scope for each entity within the Group Taken together, this enables us to forr an opinion on the consolidated financial
staternents We take into account size, nisk profile and changes in the business environment in assessing the level of work
to be performed at each entity

In assessing the nsk of material misstatement to the Group financial statemenits, and to ensure we had adequate quantitative
coverage of significant accounts in the financial statements, of the 31 reporting components (being statutory entities)

of the Group, we selected 12 components covering entittes within the United Kingdom and Gibraltar, which represent

the principal trading entities within the Group

We audited the complete financial mformation of seven components {full scope components’), for four components

(‘specific scope components’) we audited specific accounts within those compenents and for the remaning one component
(‘review scope component'), relating to the discontinued operation, we performed analytical review procedures Qur selections
were based on the size or nsk charactenistics within the components and accounts that we considered had the potential for
the greatest impact on the significant accounts 1n the financial statements

Of the remaining 18 components that together represent 3% of the Group's profit before tax, we performed other procedures,
including analytical review, testing of consolidation journals and intercompany eliminations to raspond to any potential nsks of
matenal misstatement to the Group financial statements

The charts below illustrate the coverage obtained from the work performed on continuing cperations

1 Full scopa components 1 Full scope components 1 Full scope components
2 Speclfic scope components 2 Specific scope components 2 Specific scope compoenents
3 Other procedures 3 Other procedures 3 Other proceduras

Changes from the prior year

Subsequent to the disposal of the Allied Healthcare business on 30 November 2015, we assigned the component a review
scope given that 10 months of business performance has been consolidated in the Group's results, contributing a loss
equivalent to 5% of the Group profit before tax, and disclosed as a single item, ‘loss from discontinued operations’ on the
face of the Consolidated Income Statement Destinology Limited was identified as a full scope component {specific scope
i the prior penod) as this 1s the first penod n which the component has contributed 12 months’ revenue to the Group

Involvement with component teams

Other than the Independant actuarial projections on the motor classes performed by our UK actuanal speciahsts, full scope
audit procedures related to the underwnting component were performed by EY Gibraltar operating under our instruction We
determined the appropnate leve! of our involvement to enable us to determine that sufficient audit evidence had been obtaned
as a basis for our opinion on the Group as a whole We reviewed the component team working papers and participated in their
planming and execution of the audit in respect of the nsks identified above Audit procedures relating to the remaining
components were performed directly by the primary audit team
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Our application of matenality

We apply the concept of matenality both in planning and performing our audit, and in evatuating the effect of identified
misstatements on our aucht and of uncorrected misstatements, If any, on the financial statements and in forming our opinton
In the Audit Committee Report

Maternality

When establishing our overall audit strategy, we determined a magnitude of uncorrected misstatements that we Judged would
be matenal for the financial statements as a whole We determined matenalty for the Group to be £9m, which 15 approximately
5% of the Group's profit before tax from continuing operations We have changed our basis of establishing materiality from
operating profit In the prior year to profit before tax, as this 1s a key measure used by Management to reflect underlying
segment performance in the current year, in the prior year profit before tax was distoried by the significant non-recurring
expensges relating to the Initial Public Offerning Duning the course of our audit, we reassessed intial matenality and there was
no change n final matenalty from our ongnal assessment at the planning stage

Performance materiality

On the basis of our nsk assessments, together with our assessment of the Group’s overall control environment and reflecting
the fact that the Group 1s recently listed, our judgement 1s that overall performance materiality (1 e our tolerance for
misstatement in an indmdual account or balance) for the Group should be 50% of materality, namely £4 5m

Audit work at component locations for the purpose of obtaining audit coverage over significant financial statement accounts

1s undertaken based on a percentage of total performance matenality The performance matenalty set for each component 1s
based on the relative scale and risk of the companent to the Group as a whole and our assessment of the risk of misstatement
at that component In the current year, the range of performance matenalty allocated to components was £0 9m to £3 4m

Reporting threshold

We agreed with the Audit Committee that we would report to the Commuttee all audit differences in excess of £0 45m, which
15 set at 5% of planning matertality, as well as differences below that threshold that, in our view, warranted reporting on
qualitative grounds
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We evaluate any uncorrected misstatements against both the quantitative measures of matenabty discussed above and in the
light of other relevant quahtative considerations in forming our opinion

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal misstatement, whether caused by {raud or error
This includes an assessment of whether the accounting policies are appropnate to the Group's and parent company's
circumstances and have been consistently applied and adequately disclosed, the reasonableness of significant accounting
estimates made by the Directors, and the overall presentation of the financial statements In addition, we read all the financial
and non-financial information in the annual report and accounts to identify material inconsistencies with the audited financial
statements and to 1dentify any information that 1s apparently materially ncorrect based on, or materially inconsistent with, the
knowledge acquired by us in the course of performing the audit If we become aware of any apparent matenal misstatements
or inconsistencies we consider the implications for our report

Respective responsibihties of Directors and auditor

As explaned more fully in the Directors’ Statements set out on page 104, the Directors are responsible for the preparation of
the financial statements and for being satisfied that they give a true and farr view Our responsibility 1s to audit and express an
opiruon 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 Ethical Standards for Auditors

This report 1s made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2006 Our zudit 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 auditor’s report and for no other purpose To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the Gompany and the Company’s members as a body, for our audit
work, for this report, or for the opintons we have formed

Opinton on other matters prescnbed by the Compamies Act 2006
In our opiIrion

— the part of the Directors’ Remuneration Report to be audited has been properly prepared in accordance with the
Companies Act 2008, and

— the information given in the Strategic Report and the Directors’ Report for the financial year for which the financral
statements are prepared i1s consistent with the financral statements
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INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF SAGA PLC
CONTINUED

Matters on which we are required to report by exception

ISAs We are required to report to you if, tn our opinion, financial and non-financial We have no
{UK and Ireland) information n the annual report 1s exceptions to report

— matenally inconsistent with the information i the audited financial statements, or

— apparently matenally tncorrect based on, or matenally incongistent with, our
knowledge of the Group acquired in the course of performing our audit, or

— otherwise misleading

In particular, we are required to report whether we have identified any inconsistencies
between our knowledge acquired in the course of performing the audit and the
Directors’ statement that they consider the annual repert and accounts taken as a
whole 15 fair, balanced and understandable and provides the information necessary
for shareholders tc assess the entity’s performance, business model and strategy,
and whether the annual report appropriately addresses those matters that we
communicated to the Audit Committee that we consider should have been disclosed

Companies Act  We are required to report to you If, in our opinion We have no

2006 reporting exceptions to report
— adequate accounting records have not been kept by the parent company, or

returns adequate for our audit have not been receved from branches not wisited
by us, or

— the parent company financtal statemants and the part of the Directors’
Remuneration Report o be audited are not in agreement with the accounting
records and returns, or

— certain disclosures of Directors’ remuneration specified by law are not made, or

— we have not receved all the information and explanations we require for our audit

Listing Rules We are required to review We have no
review -, exceptions to report
requirements — the Directors’ statement, set out on page 53, in relation to going congern, and

— the part of the Corporate Governance Statement relating to the Company’s
comphliance with the provisions of the UK Corporate Governance Code specified
for our review

Statement on the Directors’ assessment of the principal risks that would threaten the solvency or hquidity
of the entity

ISAs (UK and We are required to give a statement as to whether we have anything maternal to add  We have nothing
Ireland} reporting or to draw attention to in relation to materal to add or

to draw attention to
— the Directors' confirmation in the annual report that they have carried out a robust

assessment of the principal nsks facing the entity, including those that would
threaten its business model, future performance, solvency or liquidity,

— the disclosures n the annual report that describe those nsks and explain how they
are being managed or mitigated,

— the Directors’ statement in the financial staternents about whether they considered
it appropriate to adopt the going concern basis of accounting in preparing them,
and their identfication of any matenal uncertainties to the entity’s ability to
continue to do so over a pertod of at least twelve months from the date of approval
of the financial statements, and

— the Directors’ explanation in the annual report as to how they have assessed the
prospects of the entity, over what penod they have done so and why they consider
that penod to be appropriate, and therr statement as to whether they have a
reasonable expectation that the entity will be able to continue in operation and meet
its llabilities as they fall due over the period of their assessment, including any related

ﬁn closures drawing attention t‘olgy necessary qualfications or assumptions

John Headley (Senior statm

for and on behali of Ernst & Young LLP, Statutory Auchtor
Londen
18 Apnl 2016
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CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED 31 JANUARY 2016

2016 2015
Note £m £m
Revenue 3 963.2 2005
Cost of sales 3 (544.2) (525 1)
Gross profit 419.0 3754
Administrative and selling expenses 4 (227.3) (244 5)
Investment income 5 11.0 139
Finance costs 6 (25.2) {35 1)
Finance income 7 - 29
Share of {loss)/profit of joint venture 36 (1.3) 12
Profit before tax from continuing operations 176.2 1138
Tax expense 9 (28.1) (27 4)
Profit for the year from continuing operations 1481 86.4
Loss after tax for the year from discontinued operations 33 69 {220 2)
Profit/(loss) for the year 1412 (133 8)
Atinbutable to
Equity holders of the parent 1409 (134 2)
Non-controlling interests 03 04
1412 (133 8)
Earmings/(loss) per share.
Basic 11 12.7p (13 3p)
Diluted 11 12.6p (13 3p)
Earnings per share for continuing operations:
Basic 1 133p 86p
Diluted 11 13.2p 85p
The notes on pages 118-175 form an integral part of these consolidated financial staterments
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 JANUARY 2016

2016 2015
Note £'m £m
Profit/(loss) for the year 141 2 (133 8}
Other comprehensive income
Other comprehensive income to be reclassified to income statement
tn subsequent years
Exchange differences on translation of foreign operations (1.2) -
Net gain/{loss) on cash flow hedges 166 30}
Associated tax effect (30} 07
Net (loss)/gain on avallable for sale financial assets (1.6) 38
Associated tax effect 0.4 {0 8)
11.2 07
Other comprehensive mcome not to be reclassified to income statement
in subsequent years
Re-measurement gans/{losses) on defined benefit plans 24 266 (34 8)
Associated tax effect 48) 69
218 27 9
Total other comprehensive iIncome/(losses) 330 {27 2)
Total comprehensive income/(loss) for the year 174 2 {161 0)
Attributable to
Equity holders of the parent 1739 {161 4)
Non-controling interasts 03 04
1742 {161 0)

The notes on pages 118-175 form an integral part of these consclidated financial statements
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 JANUARY 2016

2016 2015

Note £'m £'m
Assets
Goodwill 13 14850 1,471 4
Intangble fixed assets 14 523 348
Investment in joint ventures 36 16 12
Property, plant and equipment 16 1406 1332
Financial assets 17 6447 659 6
Deferred tax assets 9 221 229
Reinsurance assets 25 106 4 634
Inventones 20 49 53
Trade and other recevables 21 188.0 1637
Assets held for sale 33 - ar7
Cash and short-term deposis 22 106 5 1988
Total assets 2,752 1 2,8020
Liabilittes
Retrement benefit scheme obligations 24 188 404
Gross insurance contract habilities 25 7033 7047
Provisions 26 40 59
Financial habilities 17 5805 17
Current tax liabiities 150 140
Deferred tax labiiies 9 174 55
Other liabilities 27 1333 12983
Trade and other payables 23 1916 1587
Labilities held for sale 33 - 477
Total habihities 1,663 9 1,817.9
Equity
lssued capital 29 112 111
Share premum 5193 5194
Retained earnings 527.0 4107
Share-based payment reserve 17.7 407
Foreign curency translation reserve 07) 05
Available for sale reserve 24 36
Hedging reserve 13 23
Equity attnbutable to equity holders of the parent 1,088 2 983.7
Non-controling interest - 04
Total equity 1,088 2 984.1
Total habihttes and equity 2,752 1 2,802.0

The notes on pages 118-175 form an integral part of these consohdated financial staternents

Signed for and on behalf of the Board on 18 Aprd 2016 by

Q_/'/

L H L Batchelor S Hill
Group Chief Executive Officer roup Chief Financial Cfficer
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 JANUARY 2016

Attributable to the equity holders of the parent

Share- Foraign
based cumency  Avaiable Non-
Issued Share  Retained  payment translaton forsale  Hedging controling Totat
captal premium  eamings reserve resenve reserve resenveg Total interests equity
g'm £'m £'m £'m em £m £'m £'m £m £'m
At 1 February 2015 111 5194 4107 407 05 36 23 9837 04 9841
Profit for the year - - 1409 - - - - 1409 03 1412
Other comprehensive - - 218 - (12 (12 136 330 - 330
Income
Total comprehensive - - 1627 - (12 @2 136 1739 03 1742
INcome
Bonus shares 1ssued 01 1) - - - - - - - -
Dividends pad (note 10) - - (704) - - - - (704) ©on 1)
Share-based payment _ _ _ _
charge {(note 31} 28 28 28
Exeroise of share options - - 11 (129 - - - (18 - (18
Issue of free shares
{note 29) - - 129 (12 9) -
At 31 January 2016 112 5193 §27.0 177 o7 24 113 1,0882 - 1,088.2
At 1 February 2014 - - 1,187 - 05 06 - 11198 - 1,1198
Loss for the year - - (1342 - - - - (1342 04 (1338
Other comprehansive _ _ (27 9) _ _ 30 (2 3) (27 2) - (27 2)
losses
Total comprehensive _
losses {162 1) 30 @3 (1614 04 (16810)
Corporate restructunng 80 - 151861 - - - - 1,5241 - 1,6241
Dividends paid - - {2,063 0) - - - - (20630 - {(2,0630)
Issue of share capital 30 5470 - - - - - 5500 - 55C 0
Costs associated with
1ssue of share capital - @76 - - - - - @8 (27 6}
lssue of treasury shares 01 - - {01} - - - - - -
Share-based payment B _ _ 418 _ _ _ 418 _ 48
charge
Exercise of share options - - 10 (t Q) - - - - - -
At 31 January 2015 111 5194 4107 407 05 36 (23) 9837 0.4 984.1

The notes on pages 118-175 form an integral part of these consolidated financial statements
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CONSOLIDATED STATEMENT OF CASH FLOWS
AS AT 31 JANUARY 2016

2016 2015
Note £'m £'m
Profit before tax from continuing cperaticns 176 2 1138
Loss before tax from discontinued operations (72 (222 4)
Profit/loss} before tax 1690 (108 6)
Depreciation, impairment and loss on disposal of property, plant and equipment 234 201
Amortisation and impairment of Intangible assets 141 221
Share-based payment transactions 11 418
Transactions relating to disposal group held for sale 73 2095
Finance costs 252 351
Finance ncome - 29
Share of post-tax loss/{profits) of jont ventures 13 {1 2)
Interest income from investments (110) (13 9)
Movements in other assets and liabilities (56 5) 37
1739 1983
Interest receved 135 89
Interest pad (2186) (197
Debt issue costs - (22 8)
Income tax pad (154) (@ 6)
Net cash flows from operating activities 1504 1563
Investing activities
Proceeds from sale of property, plant and equipment - 02
Purchase of property, plant and equipment (33 8) {26 4)
Net disposal/(purchase) of financial assets 643 613
Acquisiton of subsidianes 12 {26 7) {14 3)
Disposal of subsidianes {82) -
Investment in jont venture 30) -
Net cash flows used in investing activities {74) (101.8)
Financing activities
Payment of finance lease liabiities (os) {08
Proceeds from new barrowings 28 - 1,280 0
Net payment of borrowings 28 (145 0) (550 0)
Proceeds from 1ssue of share capital on flotation 29 - 5500
Costs associated with 1ssue of share capital on flotation - {26 2}
Net movement on balances with related undertakings - (41}
Net movement on balances with parent undertakings - 7749
Dmdends paid (700) {(2,0830)
Net cash flows used in financing activities (215 5) {69.0}
Net decrease in cash and cash equivalents {72 5) {15 5)
Net forexgn exchange differences (10} ©2)
Cash and cash eguvalents at the start of the penod 2379 2536
Cash and cash equivalents at the end of the penod 22 164 4 2379
The notes on pages 118-175 form an integral part of these consolidated financial statements
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

1 Corporate information
Saga plc (the ‘Company’) 1s a public imited company ncorporated and domiciled in the United Kingdom under the Companies Act
2006 {registration number 8804263) Its registered office 1s located at Enbrook Park, Fotkestone, Kent CT20 3SE

The consolidated financial statements of Saga plc and the entites controlled by the Company (its subsidianes, collectively *Saga
Group’ or the 'Group’) for the year ended 31 January 2016 were approved for issue by the Board of Directors on 18 April 2016

Saga Group offers a wide range of products and services to its customer base which include general Insurance products, package
and cruise holidays, personal finance products, domicihary care services, and a monthly subscnpton magazine Accordingly,

the Group segments its business inte three trading segments — insurance, travel and emerging businesses and central costs

(ses note 3}

2 1 Basis of preparation

The consohdaied financia) staterments of the Group have been prepared n accordance with International Financial Reporting
Standards {IFRSs’) as issued by the International Accounting Standards Board (1ASB') and adopted by the European Union,
and with the Companies Act 2006

The consohdated financtal statements have been prepared on a going concem basis and on a histoncal cost basis except as
otherwise stated

The functicnal currency for all group entities 1s pounds sterling (£'m) The consolidated financial statements are also stated in
pounds stering (£'m)

IFRSs require the Directors to adopt accounting policies that are the most appropnate to the Group's circumstances In determining
and applying accounting policies, Directors and management are required to make judgements in respect of items where the choice
of specific policy, accounting estimate or assumption to be followed could matenally affect the Group's reported financial position,
results or cash flows, it may later be determined that a different choice may have been more appropnate

The preparation of financial statements in conformity with IFRSs requires management to make estimates and assumptions that
affect the reported amounts of assets and labilities and disclosure of cantingent assets and babilities at the date of the financial
statements and the reported amounts of revenue and expenses during the reporting period A discussion on the Group's significant
accounting Judgements and key sources of estimation uncertanty 1s detaled in note 2 5 Actual results could differ from those
estimates The estimates and underlying assumptions are reviewed on an ongoing basis Revistons to accounting estimates are
recognised in the period in which the estimate 1s revised if the revision affects only that penod or in the pentod of the revision and
future penods if the rewision affects both current and future penods

The principal accounting policies adopted, which have been applied consistently, unless otherwise stated, are set out In
note 2 3 below

2 2 Basis of consolhidation

The consolidated financial statements incorporate the financial statements of the Company and entities controlled by the Company
{its subsidianes) made up to 31 January each year Controls achieved when the Group 1s exposed, or has rights, to variable returns
from its involvement with an investee entity and has the ability to affect those retums through its power over the investee entity The
existence and effect of potential voting nghts that are currently exercisable or convertible are considered when assessing whether
the Group controls another entity
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2 2 Basis of consolidation (continued)

Generally, there 1s a presumption that a majonty of voting nghis results in control To support this presumption and when the Group
has less than a majonty of the voting or similar nghts of an investee, the Group considers all relevant facts and cireumstances in
assessing whether it has power over an investee, including

- the contractual arrangement with the other vote holders of the investee
- nghts ansing from other contractual arrangements
- the Group's voting nghts and potential voting nights

The Group reassesses whether or not it controls an investee If facts and crcumstances indicate that there are changes to one or
more of the three elements of control Consclidation of a subsidiary begins when the Group obtains control over the subsidiary and
ceases when the Group loses control of the subsidiary Assets, labilities, ncome and expenses of a subsidiary acquired or disposed
of dunng the year are included in the consolidated financial statements from the date the Group gans control until the date the
Group ceases to control the subsidiary

On acquisition, the assets, labilities and contingent labilities of a subsidiary are identified and measured at their far values at the
date of acquisition Any excess of the cost of acquisition over the farr values of the identifiable net assets acquired 1s recognised

as goodwill Any deficiency of the cost of acquisition below the fair values of the identifiable net assets acqured (1 e discount on
acquisttion) 1s crechited to the Income statement In the penod of acquisition The interest of non-controlling shareholders is stated at
the non-controling interest’s proportion of the far values of the assets and liabdities recognised Profit or loss and each component
of other comprehensive iIncome are attnbuted to the equity holders of the parent of the Group and to non-controling interests, even
if this results 1n nen-controling nterests having a deficit balance All intra-group assets and labilities, equity, ncome, expenses and
cash flows relating to transactions between members of the Group are eliminated in full on consolidation

The results of subsidianes acquired or disposed of dunng the year are included in the consclidated income statement from
the effactive date of acquisition or up to the effective date of disposal, as appropriate Where a subsidiary which constituted
a major hne of business Is disposed of or othermse meets the requirements of IFRS 5 to be held for sale, it 15 disclosed as
a discontinued operation

A change in the ownership interest of a subsidiary, without a loss of control, 1s accounted for as an equity transaction

If the Group loses control over a subsidiary, It derecogrises the related assets (including goodwill), labiities, non-controlling interast
and other components of equity while any resultant gain or loss Is recogrised in profit or foss Any investment retained 1s recogrused
at farr value

2 3 Summary of significant accounting policies

a Revenue recognition

Revenue represents amounts recenvable from the sale or supply of goods and services provided to customers n the ordinary course
of business, and is recognised o the extent that it 1s probable that the future economic benefits will flow to the Group and the
revenue can be rellably measured, regardless of when payment is receved The recognition policies for the Group's various revenue
sireams by segment are as follows

1} Insurance
Revenue I1s recognised In the income statement over the penod matctung the Group's obligation to provide services Where the
Group has no remaining contractual obligations, revenue I1s recognised immediately

Insurance premiums receved for nsks underwnitten by the Group are recogrised on a straight-ine time-apportioned basis over the
penod of the policy Any changes to premium ansing as a result of adustments to the undertying nsk rotified by the policyholders
are recognised over the remaimng penod of the policy from the effective date of notification

Revenue receved in connection with insurance policies not underwntten by the Group 1s recognised at the commencement of the
penod of nsk

Insurance prermiums recenved for nsks which are not underwritten by the Group are not recognised in the income statement, as

these amounts are passed through directly to the relevant insurer These amounts are, however, Included in the calculation of
Trading EBITDA %
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS CONTINUED

2 3 Summary of significant accounting policies (continued)

a Revenue recognition (continued)

i} Insurance (continued)

Insurance premiums and sales revenues receved in advance of the inception date of a policy are treated as advanced receipts and
n¢luded as other labilities in the statement of financial position

Premiums and sales revenue in respect of Insurance pohcies underwrtten by the Group which are bve at the reporting date and
which relate to the penod after the reporting date are treated as unearned and included in insurance contract habilites in the
statement of financial position

Income from credit provided to customers to facilitate payment of thewr insurance costs over the ife of their policy is treated as
part of the revenue from insurance operations and recognised over the penod of the policy in properiion to the outstanding
premium balance

1) Travel

Revenue from tour operations and cruise holidays where the Group does not operate the cruise ship 1s recognised in full on the
passenger's date of departure which represents the date upon which the revenue becomes fully non-refundable Revenue in respect of
cruise holidays where the Group operates the cruise ship 1s recognised on a per diem basis over the duration of the cruise reflecting the
often longer durations of cruise holidays, and to faciitate more accurate matching of revenue with costs as they anse

Revenue from sales in resort, for example for optional excursions, or on board a cruise ship operated by the Group, for example bar
sales or optional excursions, 15 recognised as and when earned

Revenue from tour operations received in advance of the date of departure, and the uneamed element of cruise revenues not yet
recognised on a per diem basis, are included as other liabilities in the statement of financial position

m) Emerging Businesses and Central Costs

Personal finance

Revenue from personal finance products 1s recognised when the customer contracts with the provider of the relevant personal
finance product where the revenue comprises a one-off payment by the prowder of the product

Where the personal finance product i1s one that delivers a recurnng income stream, for example ongoing investment, savings
or lending products, revenues are recognised over the Ife of the product

Healthcare

Revenue from healthcare operations 1s recogmsed when services are provided to customers The point of supply 1s generally
defined as the point at which a service user has recenved care services from the Group and which are usually provided on an
hourly basis

For the discontinued healthcare business, revenue far social care operations was recognised as a semce user recewved care
services, usually on a daly basis For primary care operations, revenue was recognised on delivery of the contracted servces,
or on a ime-elapsed basis for capacity-related contracts as the principal contractual obligation was to prowide an agreed level
of capacity over a fixed term  On longer-term contracts, revenue was recogrised over the life of each contract in ine with the
pattern of delivery of the associated services

Magazine subscriptions

Magazine subscnption revenue I1s recognised on a straight-line basis over the period of the subscription Revenue generated from
advertising within the magazine 15 recognised when the magazine 1s provided to the customer The element of subscnptrens and
advertising revenue relaiing to the penod after the reporting date is treated as unearmed and includad within other habiiies in the
statement of financial position

Sale of goods

Revenue from the sale of goods Is recognised when the significant nisks and rewards of ownership of the goods have passed to the
buyer, usually on delivery of the goods
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2 3 Summary of significant accounting policies (continued)

b. Cost recognition

i} Drrect costs

Costs drrectly associated with the revenues generated by the Group's principal activities {excluding insurance underwnting) are
recogrised in the iIncome statement on a basis consistent with the relevant revenue recognition policy

1) Acquisition costs

Acquisition costs ansing from the selling or renewang of insurance policies underwritten by the Group are recogrised on a straght-
line tme-appertioned basis over the penod of the policy n which the related revenues are earned The proportion of acquisition
costs relating to premiums treated as unearmned at the reporting date are deferred and included as other assets in the statement
of financial position

i Claims costs

Claims costs incurred in respect of nsurance policies undenwritten by the Group include clams made for losses reported as
occurrng during the period together with the related handling costs, any adjustments to clams outstanding from previous periods,
and a prowision for the estimated cost of clams incumed dunng the penod but not reported at the reporting date  Further detall

1$ provided in note 25

v} Reinsurance costs

The Group undertakes a programme of reinsurance in respect of the policies which it underwntes Outward reinsurance premiums
are accounted for in the same accounting peniad as the related inward insurance premiums and are included as a deduction frorm
eamed premium, and therefore as a reduction in revenue

The amount of any anticipated reinsurance recovenes Is treated as a reduction in clams costs Where this amount 1s matenal,
it 1s reported separatety in the statement of financial position

v} Finance costs

Finance costs compnse interest paxd and payable which is calculated using the effective interest rate method and recogrised in the
income statement as it accrues Accrued interest 1s ncluded wathin the carmying value of the interest beanng finanaial liability in the
statement of financial position

vi) Other expenses
Other expenses are taken to the Income statement as incurred and exclude intra-group transactions

¢ Recogniion of other income statement items

i} Investment income

Investment mcome in the form of interest 1s recognised in the income statement as it accrues and is calculated using the effective
interest rate method Fees and commissions which are an integral part of the effactive yield of the financial asset or hability are
recogrised as an adjustment to the effeciive Interest rate of the instrument

Investment income In the form of dividends is recognised when the nght to recewve payment 15 estabiished For listed secunties,
this I1s the date the secunty 15 hsted as ex-dmdend

1) Gains and losses on financial investments

Realised and unrealised gans and fosses on financial investments are recorded as finance income or finance costs in the income
statement Realised gans and losses on the sale of nvestments are calculated as the difference between net sales proceeds
and the onginal or amortised cost and are recorded on the date of sale Unrealised gans and losses, ansing on financial assets
measured at far value through profit and loss which have not been derecognised as a result of disposal or transfer, represent the
difference between the carrying value at the year end and the carrying value at the previous year end or the purchase value for
Investments acqured dunng the year, net of the reversal of previcusly recognised unrealised gains and losses in respect of
disposals made dunng the year

d. Taxes

) Current Income tax

Current Income tax assets and habilities for the current penod are measured at the amount expected to be recovered fom or paid
to the taxation authonties The tax rates and tax laws used o compuie the amount are those that are enacted or substantively
enacted at the reporting date Current income tax relating to items recogmsed directly in equity 1s recognised in equity and netin
the income statement
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS CONTINUED

23 Summary of significant accounting policies (continued)

d Taxes {continued)

iy Deferred tax

Deferred tax 1s provided using the lability method on temporary differences between the tax bases of assets and habiities and their
carrying amaounts for financial reporting purposes at the reporting date

Deferred tax hiabilities are recognised for all taxable temporary differences and deferred tax assets are recognmised to the extent that
it 15 probable that taxable profit will be avallable aganst which the deductible temporary differences and the carry forward of unused
tax credits and unused tax losses can be utilised

The carrying amount of deferred tax assets 1s reviewed at each reporting date and reduced to the extent that it 1s no longer
probable that sufficient taxable profit will be avalable to allow all or part of the deferred tax asset to be utiised Unrecognised
deferred tax assets are reassessed at each reporting date and are recognised to the extent that it has become probable that future
taxable profits will allow the deferred tax asset to be recovered

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when the asset 15 realised
or the hability 1s setiled, based on tax rates {and tax laws) that have been enacted or substantively enacted at the reporting date
Deferred tax s charged or credited in the income statement, except when it relates to tems charged or credited in other
comprehensive Income, In which case the deferred tax s dealt with in other comprehensive income

Deferred tax assets and deferred tax habilities are offsat If a legally enforceable nght exists to set off current tax assets aganst
current tax habilities and the deferred taxes relate to the same taxable entity and the same taxation authonty

e. Foregn curmrencies

i) Transactions and balances

Transactions in foreign currencies are inibially recorded by the Group at their respective functional curency spot rate at the date the
transaction first qualifies for recogniion Monetary assets and labiities denorminated in foreign currencies are retranslated at the
functional currency spot rate of exchange ruling at the reporting date Differences arising on setttement or translation of monetary
items are recogrised in the income statement

Non-monetary items that are measured at histoncal cost are translated using the exchange rate at the date of the intial transaction
Non-monetary items measured at far value are translated using the exchange rate at the date when the farr vatue 1s determined
The gains or losses ansing on translation of non-monetary items measured at far value are treated in ine with the recognition of
gains or losses ansing on a change in the farr value of the item { e the translation differences on items whose far value gain or loss
1S recogrised in other comprehensive Income or the Income statement are also recognised in other comprehensive income or the
INncome statement respectively)

1) Group companies

The assets and llabilties of foreign operations are translated into pounds sterling at the rate of exchange prevaling at the reporting
date and ther ncome statements are translated at exchange rates prevaling at the dates of the transactions The exchange
differences ansing on translation are recognised in other comprehensive income On disposal of a foreign operation, the component
of other comprehensve income relating to that particular foreign operation is recycled 1o the income statement
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2 3 Summary of sigmificant accounting policies {continued)

f Intangible assets

Intangible assets acquired are measured on initial recognition at cost Intangible assets acquired tn a business combination are
measured at their farr value at the date of acquisition and, following initial recogrition are carned at cost less any accumulated
amortisation and accumulated impairment losses Intemally generated intangibles, excluding internalty developed software, are
not capitalised and the related expenditure 1s reflected in the iIncome statement in the penod in which the expenditure Is incurred

The useful ives of Intangible assets are assessed as either finite or indefinte Estimated useful ives are as follows

Goodwill Indefinite

Brands 10 years

Customer relationships over the life of the customer relatonship
Contracts acquired over the Iife of the contract

Software 3-6 years

Intangible assets with finite lives are amortised over ther useful economic hfe on a basis appropnate to the consumption of the asset
and are assessed for impawrment whenever there 1s an indication that the intangible asset may be impared The amortisation penod
and the amortisation method for an intangible asset with a finite useful ife are reviewed at least at the end of gach reporting penod
Changes in the expected useful life or the expected pattem of consumption of future economic bengfits embodied in the asset

are considered to modify the amortisation penod or method, as appropnate, and are treated as changes in accounting estmates
The amortisation expense on intangible assets with finite hves 1s recognised in the Income statement in the expense category that

1s consistent with the function of the Intangible assets

Intangible assets with indefinite useful ves are not amortised, but are tested for imparment annually, ether indwdually or at the
cash generating unit {CGU’) level The assessment of indefinite Iife 1s reviewed annually to determine whether the indefinite life
continues to be supportable [f not, the change n useful Iife from indefinite to firvte 1s made on a prospective basis

Gains or losses ansing from derecognition of an intangible asset are measured as the difference between the net disposal proceeds
and the carrying amount of the asset and are recognised in the income statement when the asset i1s derecogrised

g Business combinations and goodwill

Business combinations are accounted for using the acquisition method The cost of an acquisition 1§ measured as the aggregate
of the consideration transferred measured at acquisition date at far value and the amount of any non-controlling interests in the
acquiree For each business combination, the Group elects whether to measure the non-controling interests in the acquiree at far
value or at the proportionate share of the acquree’s identifiable net assets

When the Group acquires a business, |{ assesses the financial assets and habilities assumed for appropnate classification and
designation in accordance with the contractual terms, economic circumstances and pertinent conditions as at the acquisition date

Any contingent consideration to be transferred by the acquirer will be recogrised at far value at the acquisition date Contingent
consicderation classified as an asset or labiity that 1s a financial instrument within the scope of IAS 39 ‘Financial Instruments
Recognition and Measurement' 1s measured at farr value with the changes in farr value recognised in the Income statement

Any excess of the cost of acquisition over the far values of the identifiable assets and liabilities 1s recognised as goodwil If the cost
of acquisition 15 less than the far values of the identifiable assets and habiities of the acquired business, the difference s treated as
negative goodwill and 1s recognised drrectly in the income statement in the year of acquisition

Acquisition-related costs are expensed as incurred and included in administrative expenses

After inihal recognition, goodwill is measured at cost less any accumulated impaiment losses Goodwill is allocated to CGUs at the
point of acquisition and 1s reviewed annually for impatrment
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS CONTINUED

23 Summary of significant accounting pohicies (continued)

h Impaiment of non-financial assets

The Group undertakes a full impaimment review of the carrying value of goodwill at each reporting date The Group also assesses at
each reporting date whether there 1s any iIndication that any other non-financial assets may be impared If such an sndication exsts,
the recoverable amount 15 estimated and compared to the carmying amount [f the recoverable amount 15 less than the carrying
amount, the asset 1s considered mparred and 15 written down to its recoverable amount and the impairment loss 15 recognised
immediaiely in the Income statement

In assessing value In use, estimated future cash flows are discounted to ther present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the nsks specific to the asset In determining far value less
costs of disposal, recent market transactions are taken into account if no such transactions can be identified, an approprate
valuation model ts used These calculations are corroborated by valuatron multiples, quoted share prices for publicly traded
companies or other avalable far value Indicators The Group bases its mpairment calculations on detalled budgets, plans and long-
term growth assumptions, which are prepared separately for each of the Group's CGUs to which indwidual assets are allocated

1 Joint arrangements

The Group parthcipates in jont arrangements where control of the arrangement 1s shared with another party A joint arrangement
s classified as a joint operation or joint venture, depending on management’s assessment of the legal forrn and substance of
the arrangement

The Group's share of assets, labilities, revenue, expenses and cash flows of joint operations are included in the consolidated
financial statements on a line-by-line basis, whereas the Group’s investment and share of results of joint ventures are shown
within single line items in the consoligdated statement of financial position and the consolidated Income statement respectively

1 Property, plant and equipment

Property, plant and equipment are stated at cost, net of accumulated depreciation and imparment losses, /f any Where an item
of property, plant and equipment compnses maor components having different useful Ives, they are accounted for separately
Likewise, when a major ingpection or dry-docking of a cruise ship 1s performed, its cost 1s recogmised in the carrying amount

of the plant and equipment as a reptacerent If the recognition cntena are satisfied All other repairs and maintenance costs are
recognised In the income statement as incurred

Assets in the course of construction at the balance sheet date are classified separately These assets are transferred to other
asset categones when they become available for therr intended use

Depreciation 15 charged to the income statement on a straight-line basis so as to wnte off the depreciable amount of property,
plant and equipment over therr estimated useful Iives The depreciable amount 1s the cost of an asset less its residual value
Land and assets in the course of construction are not depreciated Estimated usefu! lves are as follows

Bulldings, properties and related fixtures

Buldings 50 years

Related fittings 3-20 years

Leasehold properties over the penod of the lease
Crurse ships 2-15 years
Computers Jyears
Plant, vehicles and other equipment 3-10 years

Costs relating to cruise ship mandatory dry-dockings are capitaised and depreciated over the penod up to the next dry-docking
where appropnate

An item of property, plant and equipment s derecognised upon disposal or when no future economic benefits are expected from
its use or disposal Any gain or loss ansing on derecogrition of an asset (calculated as the difference between the net disposal
proceeds and the carmying amount of the asset) 1s included i the income statement when the asset 1s derecogmised

Estimated residual values and useful lives are reviewed annually
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2 3 Summary of significant accounting policies (continued)

k. Non-current assets held for sale and discontinued operations

The Group classifies non-current assets as held for sale if ther carryng amount will be recovered pnncipally through a sale
transaction rather than through continuing use To be classified as held for sale, an asset must be available for mmediate sale In
its present condition subject only to terms that are usuat and customary for the sale of such assets, and the sale must be highly
probable Sale 1s considered to be highly probable when management 1s commutted o a plan to sell an asset and an active
programrme to locate a buyer and complete the plan has been nitiated at a price that 1s reasonable in relation to its current far
value, and there 1s an expectation that the sale will be completed within one year from the date of classification Non-current assets
classified as held for sale are carned on the Group's statement of financial position at the lower of therr carnng amount and far
value less costs to seff

Property, ptant and equipment and intangible assets once classified as held for sale are not depreciated or amortised

Discontinued operations are excluded from the results of continuing operations and are presented as a single amount of profit
or loss after tax from discontinued operations in the income statement

I Financial mstruments

) Financial assets

Initial recognition and measurement

Financial assets are classified as financial assets at fair value through profit or loss, loans and recevables, held-to-matunty investments
or avalable for sale financial assets The Group determines the classification of its financial assets at intial recognition and they are
accounted on a trade date basis All financial assets are recognised inbally at fair value plus, in the case of financial assets not
recorded at far valug through profit or loss, transaction costs that are drectly attnbutable to the acquisiion of the financial asset

Subsequent measurement
The subseguent measurement of financial assets depends on thewr classification as descrnbed below

Financial assets at far value through profit or loss (‘FVTPL)
Financial assets at FVTPL are assets

— whuch upon initial recogrition are designated at far value through the income statement to eliminate or significantly reduce
a measurement recogrition Inconsistency, or

- which are acquired principally for the purpose of seling in the near term or forming part of the portfolio of financial instruments
that are managed together and for which there 1s evidence of shart-term profit taking

Denvairve financial nstruments not designated as hedging instruments and hedge funds are classified as FVTPL Financial assets
at FVTPL are stated at far value, with any resultant gain or loss recognised through the income statement The fair values arg
quoted market prices (where there 1s an active market) or are based on valuation techniques (where there Is no active market or
the secunties are unlisted) Valuation techniques include the use of recent arm's length transactions, discounted cash flow analysis
and other commonly used valuation techniques

Loans and recevables

Loans and recevables are non-denvative financial assets with fixed or determinable payments that are not quoted In an active
market After intial measurement, such financial assetis are subsequently measured at amortised cost using the effective interest
rate ('EIR’) method, less imparrment losses Amortised cost 1s calculated by taking into account any discount or premium on
acqussition and fees or costs that are an integral part of the EIR The EIR amortisation 1s included in finance income in the income
statement The losses ansing from impairment are recognised in the Income statement In finance costs

Available for sale financial investments

Avalable for sale financial investments include debt secunties and money market funds After initial measurement, available for sale
financial Investments are subsequently measured at far value with unrealised gains or losses recognised as other comprehensive
income i the available for sale reserve until the Invesiment 1s derecogrised, at which time the cumulative gain or loss 1s recognised
in other operating ncome, or determined to be impared, at which time the cumulatve loss 1s reclassified to the income statement
in finance costs and removed from the available for sale reserve Interest iIncome on avalable for sale debt secunties 15 calculated
using the EIR and 1s recognised in the iIncome statement
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS CONTINUED

2 3 Summary of significant accounting policies (continued)

I. Finanaial instruments (continued)

Derecognition

A financial asset 1s derecognised when the nghts to receve cash flows from the asset have expired or when the Group has
transferred substantially all the nsks and rewards relating to the asset to a third party

Impairment of financaf assets

The Group assesses at each reporting date whether there 1s any objective evidence that a financial asset or a group of financial
assets s mpared A financial asset or a group of financial assets 1s deemed to be impaired If there 1s objective evidence of
imparment as a result of one or more events that have occurred after the initial recogrition of the asset {an incurred ‘loss event')
and that loss event has an impact on the estimated future cash flows of the financial asset or the group of financial assets that can
be rellably estimated Ewdence of imparment may include indications that debtors are expenencing significant financial difficulty, or
where observable data indicates that there 1s a measurable decrease in the estmated future cash flows, such as changes in arrears
or other factors that correlate with defaults

Loans and recemables

If there 15 objective evidence that an impairment loss on a financial asset or group of financial assets classified as loans and
recevables has been incurred, the Group measures the amount of the loss as the difference between the carrying amount of
the asset or group of assets and the present value of estimated future cash flows from the asset or group of assets, discounted
at the effective interest rate of the instrument at initial recognition

Impairment losses are assessed indvidually where significant, or collectively for assets that are not indwidually significant

Impairment losses are recognised n the iIncome statement and the carrying amount of the financial asset or group of financial
assets 1s reduced by establishing an allowance for the mpairment losses If In a subseguent penod the amount of the impairment
loss reduces and the reduction can be ascribed 1o an event after the imparrment was recognised, the previously recognised loss
15 reversed by adjusting the allowance

Available for sale financial investments

When a decline In the far value of a financial asset classified as available for sale has been recognised directly n equity and there 1s
objective evidence that the asset I1s imparred, the cumulative loss is removed from equity and recognised in the inceme statement
The Joss 1s measured as the difference between the amortised cost of the financial asset and its current farr value Imparment losses
on avallable for sale equity instruments are not reversed through the income statement, but those on avallable for sale debt
instruments are reversed If there 1s an increase i far value that 1s objectively related to a subsequent event Subseguent increases
in the far value of avallable for sale debt instruments are all recogrised in equity

i) Financtal habilities

Initrial recogmition and measurement

Financial habilities are classified as financial labiities at FVTPL, loans and borowings, payables or as denvatives designated as
hedging instruments in an effective hedge, as appropnate The Group determines the classification of its financial habilities at
initial recogriton

Alt financial habilities are recogmsed nitizlly at far value and, in the case of loans and borrowings, net of directly attnbutable
transaction costs

The Group's financial labilites nclude trade and other payables, loans and borrowings and dervative financial instruments

Subsequent measurement
The measurement of financial habiliies depends on ther classification as follows
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2.3 Summary of significant accounting pohcies {continued)

| Financial instruments {continued)

i) Financial habilities {(continued)

Subsequent measurement (continued)

Fnancial kabitties at FVTPL

Denvative financial nstruments not designated as hedging instruments are classified as FVTPL Financial abilites at FVTPL are
stated at far valus, with any resultant gain or loss recognised through the income statement

Loans and borrowings and other payables

After initial recognition, interest beanng loans and borrowings and other payables are subsequently measured at amortised cost
using the EIR method Gans and losses are recognised (n the income statement when the liabiities are derecognised as well as
through the EIR amortisation process

Amortised cost i1s calculated by taking into account any discount or premium on acquisition and fees or costs that are an integral
part of the EIR The EIR amortisabion 1s Included i finance costs i the income statement

Derecogmition
A financial labirty 1s derecegnised when the cbligation under the liability 1s discharged or cancelled or expires

When an existing financial hability 13 replaced by another from the same lender on substantially different terms, or the terms of an
existing lab:lity are substantially modified, such an exchange or modification is treated as a derecognition of the onginal kability and
the recognihion of a new lratility The difference in the respective carrying amounits 1s recognised in the iIncome statement

ui) Derwvatives

Denvatives are measured at far value both initially and subsequent to initial recegnition All changes in fair value are recognised in
the income statement Denvatives are presented as assets when the far values are positive and as habilibies when the far values are
negative A denvative 1s presented as a non-current asset or a non-current liability if the remaning matunty of the instrument 1s more
than 12 months and it 1s not expected to be realised or settled within 12 months

w) Fair values
The Group measures financial instruments, such as denvatives and financial instruments classified as avallable for sale and at
FVTPL, at far value at each reporting date

Far value 1s the price that would be reguired to sell an asset or to transfer a lability in an orderly transaction between market
participants at the measurement date The far value measurement 1s based on the presumption that the transaction to sell the asset
or transfer the llability takes place either in the principal market accessible by the Group for the asset or hability or in the absence of
a pnncipal market, In the most advantageous market accessible by the Group for the asset or lability

The far values are quoted market prices where there 1$ an active market or are based on valuation techniques when there 1s no
actwve market or the instruments are unlisted Valuation techniques include the use of recent arm’s length market transactions,
discounted cash flow analysis and other commonly used valuation techniques An analysis of the fair values of finangial Instruments
and further details as to how they are measured are provided below

All assets and liabilities for which fawr value 1s measured or disclesed in the financial statements are categonsed within the far value
hierarchy based on the lowest level input that 15 significant to the far value measurement as a whole

For assets and labities that are recognised in the financial statements on a recurnng basis, the Group determines whether transfers
have occurred between levels in the hierarchy by reassessing categonsation (cased on the lowest level input that 1s significant to the
far value measurement as a whole) at the end of each reporting penod
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS CONTINUED

23 Summary of significant accounting policies (continued)

| Financial instruments (continued)

v) Hedge accounting

The Group designates certain denvative financial instruments as cash flow hedges of certain forecast transactions These
transactions are highly probable to occur and present an exposure to vanations in cash flows that could uttmately affect amounts
determmed in profit or loss

Where a denvatve financial instrurnent s designated as a hedge, the effective part of any far value gan or loss on the denvative
financial nstrument 1s recogrised directly in the hedging reserve Any ineffective portion of the far value gain or loss is recognised
wmmediately withun the income statement

When a hedged forecast transaction subsequently results n the recognition of a financial asset or a financial llability, any assocated
cumulatve gain or loss 15 removed from the hedging reserve and reclassified into the income statement in the same penod in which
the asset or lability affects profit or loss When a hedged forecast transaction subseguently results in the recognition of a non-
financial asset or non-financial kability, any associated cumulative gain or loss 1s removed from the hedging reserve and s included
in the inthal cost or other carrying amount of the non-financial asset or liability

For foreign currency hedges, prospective hedge effectiveness testing 1s performed at the inception of the hedging refationship, and
subsequently at each balance sheet date, through companson of the projected far values of the hedged forecast transaction and
the hedging instrument using a combination of the hypothetical denvative approach and senstity analysis, as part of the dollar-
offset method Retrospective hedge testing 1s also performed at each reparting date using the dollar-offset method, by comparing
the cumulative changes 1n the farr values of the forecast hedged transaction and the hedging nstrument

For fuel oil hedges, prospective hedge effectiveness testing 1s performed at the inception of the hedging relationship, and
subsequently at each balance sheet date, using regression analysis This method involves calculating the strength of the correlation
between the price of the denvative and the pnce of the fuel ol being purchased Retrospective hedge testing 1s also performed at
each reporting date using the same technique

When a hedging instrument no longer meets the cniena for hedge accounting, through maturity, sale, other termination, or the
revoking of the designated hedging relationship, hedge accounting 1s discontinued prospectively If the hedged forecast transaction
1s stilt expected to occur, the associated cumulative gamn or loss remains In the hedging reserve and Is recogrised In accordance
with the above policy when the transaction oceurs If the hedged transaction 1s no longer expected to occur, the cumulative
unrealised gan or loss 15 recognised in the ncome statement immediatety

m. Leases
Leases under which substantially all of the nsk and rewards of ownership are transferred to the Group are finance leases All other
leases are operating leases

Assets held under finance leases are recognised at the lower of the farr value of the asset and the present value of the minimum
lease payments wathin property, plant and equipment on the statement of financial position and depreciated over the shorter of the
lease term or thair expected useful ives The interest element of finance lease payments represents a constant proportion of the
capital balance outstanding and 15 charged to the income statement over the penod of the lease

Cperating lease rentals are charged to the income statement on a straight-ine basis over the leasa term

Income ansing from cperating leases where the Group acts as lessor 18 recognised on a straight-ine basis over the lease term
and included in operating income due to #s operating nature

n Borrowing costs

Borrowing costs directly attnbutable to the acquisition, construction or production of an asset that necessarily takes a substantal
penod of time {0 get ready for its intended use or sale are capitalised as part of the cost of the respective asset All other borrowing
costs are expensed in the penod in which they occur

Borrowing costs consist of interest and other costs that an entity incurs i connection with the borrowing of funds
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2 3 Summary of significant accounting policies {(continued}

o Cash and short-term deposits

Cash and short-term deposits In the statement of financial position cormprise cash at bank and in hand and shaort-term deposits
with a matunty of three months or less from their inception date

For the purpose of the consolidated staterment of cash flows, cash and cash equivatents consist of cash, short-term deposits as
defined above and short-term hughly iiqu:d investments (including money market funds) with onginal maturities of three months or
less which are subject to insignificant nisk of change in value, net of cutstanding bank overdrafts

p Inventones

Inventones are stated at the lower of cost and net realisable value Costs include all costs incurred in bnnging each product to
its present location and condiion Net realisable value 15 based on estimated selling price less any further costs expected to bs
incurred to completion and disposal

q Insurance contract habilities
Insurance contract habiities include an outstanding claims provision, a provision for unearmed premums and, If required, a provision
for prem:ium deficiency

Qutstanding clams provision

The provision for outstanding claims i1s set on an indmvidual claim basis and 1s based an the ulhmate cost of all claims notified but not
setftled less amounts already paid by the reporting date, togaether with a provision for related claims handling costs The prowvision
also includes the estimated cost of claims incurred but not reported at the statement of financial position date, which 1s set using
statistical methods The outstanding claims prowvision s not discounted for the time value of money with the exception of clams
settled on a penodical payment orders ('PPOs') basis

The amount of any anticipated reinsurance, salvage or subrogation recoveries IS separately identified and reported within trade and
other receivables and insurance contract habilities respectively

Differences between the provisions at the reporting date and settlements and provisions in the following year (known as ‘run off
deviations’} are recognised in the mcome statement as they anse

Prowision for unearned premiums

The prowision for unearned prermiurms represents that porion of premiums recerved or recevable that relates to rnsks that have not
yet expired at the reporting date The provision 1s recognised when contracts are entered into and premiums are charged, and 1s
brought to account as premium income over the term of the contract In accordance with the pattern ¢f insurange service prowided
under the contract

Prowision for premium deficiency

At each reporting date, the Group reviews its unexpired nsks and a liability adequacy {est 1s performed to determine whether there
1S any overall excess of expected claims and deferred acquisiion costs over unearned premiums This calculation uses current
estimates of future contractual cash flows after taking account of the investment returm expected to anse on assets relating to the
relevant insurance technical prowsions If these estimates show that the carmmying amount of the unearned premiums (less related
deferred acquisition costs) 1s inadequate, the deficiency 1s recognised in the incorme staterment by setting up a prowvision for
premium deficiency

r. Share-based payments

The Group provides benefits to employees {including Directors) in the form of share-based payment transactions, whereby
employees render services as consideration for equity instruments (‘equity-settled transactions’) The cost of equity-settled
transactions 1s measured by reference to the far value on the grant date and 1s recognised as an expense over the relevant
vesting penod, ending on the date on which the employee becomes fully entitled to the award

Far values of share-based payment transactions are calculated using Black-Scholes and Monte-Carlo modelling techniques
In valuing equity-settied transactions, assessment 1s made of any vesting conditions to categonse these into market performance
conditions, non-market performance conditions and service conditions

Where the equity-settied transactions have market perforrmance condiions (that is, performance which is directly or indirectly linked

to the share pnce), the farr value of the award 1s assessed at the time of grant and s not changed, regardless of the actual level of
vesting achieved, except where the employee ceases to be employed prior to the vesting date
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS CONTINUED

2 3 Summary of significant accounting policies (continued)

r Share-based payments (continued)

For service conditions and non-market performance conditions, the far value of the award Is assessed at the time of grant and 1s
reassessed at each reporting date to reflect updated expectations for the level of vesting No expense 1s recognised for awards that
ultmately do not vest

At each reporting date pnor to vesting, the cumulative expense 1s calculated, representing the extent to which the vesting penod
has expired and, In the case of non-market conditions, the best estimate of the number of equity Instruments that will ultimately vest
o, In the case of nstruments subject to market conditions, the farr vatue on grant adjusted onty for leavers The movement in the
cumulative expense since the previous reporting date 1s recognised in the income statement, with the corresponding increase in
share-based payments reserve

Upon vesting of an equity instrument, the cumulative cost in the share-based payments reserve Is reclassified to retaned eamings
In equity

The dilutive effect of outstanding options 1s reflected as additional share difution in the computation of diluted earnings per share

s Retirement benefit schemes

Dunng the year, the Group operated a number of defined berefit pension plans which require contnbutions to be made to
separately administered funds The cost of providing benefits under the defined benefit plans are determined separately using
the projected unit credit valuabon method

Actuanal gains and losses ansing In the year are credited/charged to other comprehensive income and compnse the effects of
changes in actuanal assumptions and expenence adjustments due to differences between the previous actuanal assumptions
and what has actually occurred In particular, the difference between the interest income and the actual retum on plan assets
18 recognised in other comprehensive Income

Other movements in the net surplus or deficit, which include the current service cost, any past service cost and the effect of any
curtaiment or settlements, are recognised in the iIncome statement Past service costs are recognised in the Income statement on
the earlier of the date of plan curtarlment and the date that the Group recognises restructunng-related costs The interest cost less
interest iIncome on assets held in the plans 15 also charged to the Incame statement

The defined benefit schemes are funded, with assets of the schemes held separately from those of the Group, in separate trustee
administered funds Scheme assets are measured using market values and scheme habilitres are measured using the projected unit
actuanal method and are discounted at the current rate of return on a high-quality corporate bond of equivalent term and currency
to the habiity Full actuanal valuations are obtaned at least trienneally and are updated at each reporting date The resulting defined
benefit asset or liability 15 presented separately after other net assets and labilities on the face of the statement of financial position
The value of a pension benefit asset 1s restncted to the amount that may be recovered either through reduced contnbutions or
agreed refunds from the scheme

For defined contrbution schemes, the amounts charged to the ncome statement are the contributions payable in the year

t. Provisions

Provisions are recognised when the Group has a present obligation (egal or constructve) as a resuli of a past event, and 1t

15 probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estmate can be made of the amount of the obligation Where the Group expacts some or all of a provision to be rembursed, the
rembursement I1s recognised as a separate asset, but only when the reimbursement I1s virtually certain The expense relating to
any provision is presented in the income statement net of any rembursement I the effect of the time value of money 1s matenal,
provisions are discounted using a current pre-tax rate that reflects, where appropnate, the nsks specific to the abiity Where
discounting s used, the increase in the provision due to the passage of tme 1s recognised as a finance cost

A prowision 1s recogrised for onerous contracts in which the unaverdable costs of meeting the obligations under the contract
exceed the economic benefits expected to be receved under it The unavoidable costs reflect the least net cost of exiting the
contract, which 1s the lower of the cost of fulfiling it and any compensation or penalties ansing from falure to fulfil it

u Equity

The Group has ordinary shares that are classified as equity Incremental external costs that are directly attnbutable to the i1ssue
of these shares are recognised in equity, net of tax
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2 4 Standards 1ssued but not yet effective
The following is a list of standards and amendments to standards that are n 1ssue but are not effective or adopted as at 31 January
2016 Comment on these new standards or amendments I1s as follows

a IFRS 9 ‘Financial Instruments’

In July 2014, the IASB issued IFRS 9 ‘Financial Instruments' that will essentially replace 1AS 39 The classificahon and measurement
of financial assets and habilities will be direcily Inked to the nature of the instrument’s contractual cash flows and the business
modal employed by the holder of the instrument The impact of this standard on the Group's financial statements 1s still being
assessed The standard is effective for annual penods beginning on or after 1 January 2018, although this Is yet to be endorsed

by the EU

b IFRS 15 ‘Revenue from Contracts with Customers’

The abjective of IFRS 15 15 to establish the principles that an entity sheuld apply to report useful infermation to users of financial
statements about the nature, amount, #tming and uncertainty of revenue and cash flows ansing from a contract with a customer
The impact of this standard on the Group’s financial statements 1s still being assessed The standard 1s effective for annual perods
beginning on or after 1 January 2018, although this 1s yet to be endorsed by the EU

¢ IFRS 16 ‘Leases’

IFRS 16 specifies how to recognise, measure, present and disclose leases, and will essentially replace IAS 17 The mpact of this
standard on the Group's financial statements 1s stilt being assessed The standard was i1ssued in January 2016 and 1s effective for
annual reporting penods beginning on or after 1 January 2019, although this Is yet to be endorsed by the EU

d Amendments to IAS 16 and JAS 38 ‘Clanfication of Acceptable Methods of Depreciation and Amorhsation’

These amendments to IAS 16 and IAS 38 prowide additional guidance on how the depreciation or amortisation of property, plant
and equipment and intangble assets should be calculated The requirements of IAS 16 and IAS 38 are amended to clarfy that
depreciation and amartisation methods that are based on revenue are not appropriate The amendment is effective for annual
periods beginrung on or after 1 January 2016 and will have no effect on the Group's financial statements

e Amendments to IAS 27 ‘Equity Method in Separate Financial Statements’

The amendments reinstate the equity method as an accounting option for Investments m subsidianes, jont ventures and associates
in an entty's separate financtal statements The amendments are effective for annual periods beginning on or after 1 January 2016,
with earlier application being permitted and will have no effect on the Group's financial staterments

f Amendments to IFRS 11 ‘Joint Arrangements’

The amendments state that the acquirer of an interest in a joint aperahion in which the actiity constitutes a business, as defined in
IFRS 3, 1s required to apply all of the pninciples on business combinations accounting in IFRS 3 and other IFRSs with the exception
of those pnnciples that confict wath the guidance in IFRS 11 The amendments are effective for annual penods beginning on or after
1 January 20186, with earlier application being permitted and will have no effect on the Group's financial statements

g Amendments to IFRS 10 and IAS 28 ‘Sale or Contnbution of Assets between an Investor and its Associate’

The amendments address the conflict between IFRS 10 and IAS 28 in dealing with the loss of control of a subsidiary that is sold or
centnbuted to an associate or joint venture The amendments are effective for annual penods begnning on or after 1 January 2016,
with earlier appitcation being permitted and will have no effect on the Group's financial statements
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS CONTINUED

2 5 Significant accounting judgements, estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that have a
significant risk of causing a matenal adjustment to the carrying amounts of assets and habilities within the next financial year are
discussed below

a Valuation of insurance contract habilities

For insurance contracts, estirmates have to be made both for the expected ultimate cost of clams reported at the reporting date and
for the expected utimate cost of clasims incurred but not vet reported ('IBNR') at the reporting date It can take a significant penod of
tme before the ultimate clarms cost can be established with certainty For some types of policies, IBNR claims form the majorty of
the lability in the statemeni of financial position

The ultimate cost of outstanding claims 1s estimated by using a range of standard actuanal clams projection technigues, such as
Chain Ladder and Bornhuetter-Ferguson methods

The main assumption underlying these techniques 1s that past claims development expenence can be used to project future clams
development and hence ultimate claims costs As such, these methods extrapolate the development of paid and incurred losses,
average costs per clam and clam numbers based on the cbserved development of earlier years and expected loss ratios Histonical
clams development 1s mainly analysed by acaident years, but can also be further analysed by geographical area, as well as by
significant business ines and clam types Large clams are usually separately addressed, exther by being reserved at the face value
of loss adjuster estimates or separately projected in order to reflect therr future development In most cases, no explicit assumptions
are made regarding future rates of clams inflation or loss ratios Instead, the assumptions used are thoss implicit in the historical
claims development data on which the projections are based Additional qualtative jJudgement 1s used to assess the extent to which
past trends may not apply in future, (2 g to reflect one-off occurrences, changes in external or market factors such as public
atbtudes to claiming, economic conditions, levels of clams inflaton, judicial decisions and legistation, as well as internal factors

such as porifolio mix, policy features and claims handling procedures) in order to arrve at the estimated ultimate cost of clams

that present the likely outcome from the range of possible outcomes, taking account of all of the uncertainties involved

The ultmate cost of clams 1s not discounted except for those in respect of PPOs The valuation of these claims involves making
assumptions about the rate of inflation and the expected rate of retum on assets to determine the discount rate Due to the size
of PPO clams, the ultimate cost s highly sensitive to changes in these assumptions The assumptions are reviewed at each
reporting date

Simitar judgements, estimates and assumptions are employed In the assessment of the adequacy of provisions for uneamed
premium Judgement 15 also required in determining whether the pattern of insurance servce provided by a contract requires
amartisation of unearned premium on a basis other than time apportionment

b Goodwill impairment testing

The Group determines whether goodwill 1s imparred on an annual basis This requires an estimation of the value in use of the CGUs
to which goodwill 1s allocated The value-in-use calculation requires the Group to estimate the future cash flows expected to anse
from the CGUs at a sutable discount rate in order to calculate present value

¢ Valuation of pension benefit obligation

The cost of defined benefit penston plans and the present value of the pensien obligation are determined using actuanal valuations
The actuanal valuation nvotves making assumptions about discount rates, expected rates of return on assets, future salary
Increases, mortality rates and future pension increases Due to the complexity of the valuation, the underlying assumptions and its
long-term nature, a defined benefit obligation 1s highly sensitive 10 changes in thege assumptions  All assumptions are reviewed at
each reporting date
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3 Segmental information
For management purposes, the Group s organised into business urits based on therr products and services The Group has three
reportable operating segments as follows

- Insurance the segment primanly compnses generat insurance products Revenue 1s denved pamanlty from insurance premiums
and broking revenugs This segment 1s further analysed into three product sub-segments

- Motor insurance
- Home Insurance
- Other nsurance

- Travel the segment pnmarily compnses the operation and delivery of package tours and cruise holiday products The Group
owns and operates two cruise ships and throughout the year owned and cperated one hotel All other holiday preducts are
packaged together wath third party supplied accommaodation, fights and other transport arrangements

- Emerging Businesses and Central Costs the segment comprnises the Group's other businesses and its central cost base The
other businesses pnmarily iInclude the financial services product offenng including the wealth management joint venture, the
domiciliary care services offering, a monthly subscnption magazine product and the Group’s Internal mailing house

In previous periods, the Group reported its activites in four operating segments compnsing Financial services, Travel, Healthcare
services, and Media and central costs During the year, the Group has moved its personal finance actmties from Financial services
to leave Insurance, and combined these activiies with Healthcare services and Media and central costs to comprise the Emerging
Businesses and Ceniral Costs segment The Travel segment 1s unchanged

Segment performance s pnmarily evaluated using the Group’s key performance measure of Trading Profit ltems not allocated to a
segment relate to transactions that do not form part of the on going segment performance or which are managed on a Group basis

Transfer pnces between operating segments are set on an arm's length basis in a manner simitar to transactions with third parties
Segment Incame, expenses and results Includes transfers between business segments which are then eliminated on consolidation

Current taxes, deferred taxes and certain financial assets and labilities are not allocated to segments as they are also managed
on a Group basis

a
3
1]
3
9,
o
[/;]
=
&
=
o
3
o
3
=
L)

ANNUAL REPORT AND ACCOUNTS FOR THE YEAR ENDING 31 JANUARY 2016 SAGA PLC 133




NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS CONTINUED

3 Segmental information (continued)

Insurance
Emerging
Businesses
Motor Home Other and Central
nsurance Insurance insurance Total Travel Costs  Adjustments Total
2016 m £m £'m £'m &'m Em 'm £m
Gross revenue 3427 1736 152 2 6685 4231 300 - 1,121 8
Inter-segment - - - - - 71 (7 1) -
Segment revenue 3427 1736 152 2 658 5 4231 371 (7 1} 11216
Third party premiums (24 Q) (73 B) {680 6) (158 4) - - - {158 4)
Revenue 3187 998 916 5101 4231 ar1 {7 1} 963.2
Cost of sales {151 5) (5 8) 333) {190 6) (337 2) (16 4) - (544 2)
Gross profit 167 2 940 583 319.5 859 207 (71) 4190
Results
Trading EBITDA 1217 665 322 2204 302 (11 8) - 2388
Depreciation 19 (10 0g @7 {oo 63 - (200
Amortisation of intangible
assels (15 {14) 07 (3 6) 30 (12 - 78
Trading profit/{loss) 1183 641 307 2131 172 {18 3) - 2110
Amortisation of acquired intangible assets (2 5) B7 01 - {3
Exceptional expenses 52 895 {7 6) - 33
Net farr value loss on denvative financial Instruments - {12} - - (12
Net finance costs - - - (24 0) {24 0}
Profit before tax from continuing operations 2054 218 (27 0) (24 0) 176 2
Total assets less habihties 3721 292 (242 6) 9295 1,088 2

All revenue 1s generated solely in the UK

Cost of sales within the Insurance segment compnses claims costs Incurred on Insurance policies underwritien by the Group

(see note 3b) The costs of marketing, seling and administenng the policies are deducted in arnving at Trading EBITDA
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3 Segmental information {continued)

Insurance
Emerging
Busingsses
Motor Home Other and Central
insurance nsurance INSUrANCa Total Travel Costs  Adjustments Total
2015 £'m £'m £'m £'m £m £m £'m £'m
Gross revenue 3413 1735 143 4 658 2 3813 293 - 1,068 8
Inter-segment - - - - - 83 (8 3) -
Segment revenue 3 1735 143 4 658 2 3813 a6 (83 10688
Third party premiums (28 3) {817 (57 3) (168 3) - - - (168 3)
Revenue 3120 918 861 4899 3813 37.6 (8.3) 900.5
Cost of sales (168 1) {a5) {320} {204 6) {304 6) {15 9} - (525 1)
Gross profit 1439 873 541 2853 767 2.7 {8.3) 375.4
Results
Trading EBITDA 104 2 645 362 2049 260 (3 5) - 2274
Depreciation (15 (06) 085 286) (9 3) (5 4} - {17 3)
Amortisation of ntangible
assets 23) {18 08 49 {31) (1 5} - 9 5)
Trading profit/{loss}) 1004 621 349 1974 136 (10 4) - 200.6
Amortisation of acquired intangible assets - {20 0 2) - 22
Exceptional expenses {0 1) {11) (51 2) - (52 4)
Net farr value gain on dervative financial instruments - 29 - - 29
Net finance costs - - - (35 1) (35 1)
Profit before tax from continuing operations 1973 134 (61 8) 35 1) 113.8
Total assets less habilities 2741 70 (62 9) 7799 9841
All revenye 15 generated solely in the UK
Cost of sales within the Insurance segment compnses clams costs incurred on insurance policies underwniten by the Group
{see note 3b) The costs of marketing, seling and administenng the policies are deducted in arrving at Trading EBITDA
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS CONTINUED

3 Segmental information (continued}
Total assets less habilities detaled as adjustments refates to the following unallocated items

2016 2015
£'m Em
Goodwill {note 13) 1,4850 1,471 4
Bank loans {note 28) {547 7) (692 2)
Deferred tax — non-pension scheme related (7.8) Q7
9295 7799
a_Analysis of insurance revenue
2016 2015
£'m £'m
Net earned premiums on insurance underwritten by the Group
— Motor insurance 2609 2700
— Home insurance 182 164
— QOtherinsurance 366 393
315.7 3257
Other income from insurance products 194.4 164 2
510.1 4899
b _Analysis of iInsurance cost of sales
2016 2015
£'m £'m
Net clams incurred on insurance underwntten by the Group
— Motor insurance 1348 1433
~ Home insurance 70 45
— Otherinsurance 331 315
174 9 1793
Other cost of sales 157 253
190 6 204 6
4 Administrative and selling expenses
2me 2015
£'m £'m
Staff costs (note 8) 1037 869
Marketing and fulfiment costs 549 44 8
Lease rentals 11 08
Auditers' remuneration 14 20
Other administrative costs 395 385
Depreciation {note 16) 93 74
Amortisation of ntangible assets (note 14) 141 117
Exceptional expenses 3.3 524
227.3 2445
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4 Administrative and selling expenses (continued)
a Auditors’ remuneration

2016 2015
£'m £'m
Audit of the parent company and consolidated financial statements 03 03
Audit of subsidiary financial statements 07 08
Audit of pnor year subsidiary financial staternents 02 -
Audit-related assurance services 02 02
Corporate finance services - 06
Other non-audii services - 01
Total auditors' remuneration 14 20
b Exceptional expenses
2016 2015
£'m 'm
Share-based payment cosis (note 31} 0.3 408
Flotation and other costs 26 92
Restructuring costs 1.3 10
Acquisition of subsidianes (note 12a) 05 03
Release of contingent consideration hability {note 12b) (71) -
Supplier insolvency 47 -
Impairment of croperty 38 -
Insurance clams {31) -
Other exceptional expenses 03 11
3.3 524

Flotation and other costs compnse the cost of awards made at the time of the IPO and which vest over a penod of tme post-award

Restructuring costs represent costs associated with restructunng and recrganising a number of Group operations and includes

staff-related costs such as redundancy and other terrmination costs, together with various professional fees for advice and
processes associated with the restructunng

During the year, a significant suppiier of legal serces to our customers and our partner in the Saga Law Limited joint venture
became insclvent and went into administration, this represents all costs incumed as a consequence and includes legal fees to
put In place new arrangements, the cost of re-doing work by a replacement law firm, and lost profits from the joint venture

Impairment of property represents the write-down of the carrying value of the Group's hotel n St Lucia following the decision
to dispose of this asset (note 16) and includes the expected costs of disposal

During the year, the Group received two amounts under insurance policies towards the cost of cancelled or curtaled cruises,
the costs of these operational 1ssues were treated as exceptional in pnor penods

5 Investment income

2016 2015
£'m £'m

Investment income from insurance
- Motor insurance 13.9 156
- Home insurance 01 g2
— QOther insurance 05 15
145 17 3
Elmination of intra-group properiy rental income 41 0
Interest iIncome from other segrments 06 06
110 139
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS CONTINUED

6 Finance costs

2016 2015
£'m 'm
Interest and charges on debt and borrowings 229 225
Exceptional debt and borrowings costs - 121
Net fair value loss on dernvative financial nstruments 12 -
Net finance expense on pension schemes 11 05
252 351
7 Fmance income
2016 2015
£'m £'m
Net farr value gain on derivative financia) instruments - 29
- 29
8 Directors and employees
Amounts charged to the income statement for the year are as follows
2016 2015
'm £'m
Continuing operations
Wages and salanes 106 9 912
Social security costs 92 79
Pension cosis (note 24) a8 66
1259 1057
Discontinued operations
Wages and salares 164 2 2117
Social securnty costs 96 i29
Pension costs (note 24} 04 04
174 2 2250
Total staff costs 3001 3307

Staff costs in respect of continuing operations have been allocated £22 2m (2015 £18 8m) to cost of sales and £103 7/m
{2015 £86 9m) to administrative and selling expenses

Average monthly nurmber of ermployees

2016 2015
Insurance 2,237 2,023
Travel 2,175 2,160
Emerging Businesses and Central Costs 735 677
Contnuing operations 5,147 4,860
Employees attnbutable to discontinued operations 14,465 15,235
Total staff numbers 19,612 20,095

The number of employees in the travel segment includes 888 (2015 848) crew who are employed indrectly via a manning agency
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8 Directors and employees (continued}

Directors’ remuneration

The information required by the Comparnies Act 2006 and the Listing Rules of the Financial Conduct Authonty 1s contained on
pages 78-100 in the Directors’ Remuneration Report

Compensation of key management personnel of the Group

Key management personnel are defined as those persons having authonty and responsibility for planning, directing and controling
the actvities of the Group and comprise the Directors of the Company and the Chief Executive Officers of the majer businesses
within the trading segments

The amounts recognised as an expense dunng the financial year in respect of key management personnel are as follows

2016 2015
£'m £'m
Short-term benefits 69 69
Share-based payments 1.3 17 8
Post-employment benefits 01 01
83 24 8
9 Tax
The major components of the income tax expense are
2016 2015
£'m £m
Consolidated income statement
Current income tax
Current income tax charge 327 299
Adjustments in respect of previous years (84) -
243 299
Deferred tax
Relating to angination and reversal of temporary differences 31 20
Effect of tax rate change on opening balance 10 -
Adjustments in respect of previous years {03) ©5
Tax expense in the income statement 281 27 4
Reconciliation of tax expense to profit before tax multiphed by the UK corporation tax rate
2016 2015
£'m £m
Profit before tax 176 2 1138 -
2
Tax at rate of 20 2% (2015 21 3%) 356 24 2 3
Adjustments in respect of previous years 87) {03) :,—’
Rate change adustment on temporary differences {0 5) 03 g
Effect of tax rate change on opening balance 10 - g
Expenses not deductible for {ax purposes g
— Other non-deductible expenses/non-taxed mcome o7 34 v
Tax expense in the income statement 281 27 4

The Group's tax expense for the year was £28 1m (2015 £27 4m) representing a tax effective rate of 15 9% This included a £7 6m
benefit from the utilsation under the group retief rutes of tax losses from Acromas, which arose when Saga was a part of the
Acromas Group Excluding the mpact of the Acromas tax losses, the underlying tax effective rate was 20 3% (2015 24 1%)
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9 Tax (continued)
Deferred tax

Consohdated statement Consoldated ncome
of financial Pposiion statement

2016 2015 2016 2015

£'m £'m £'m £'m

Excess of depreciation over capital allowances 50 65 06) {0 3)

Intangible assets (49} ¢ 6) 1.0 03

Retrement benefit scheme habilites 34 81 {02) 0 2)

Effect of tax rate change - - (19 -

Short-term temporary differences 12 73 (30} 29

Losses available for offsethng against future taxable Income - 01 - {02

Deferred tax {charge)/credit 38) 25

Net deferred tax assets 47 174

Reflected In the statement of financial position as follows

2016 2015

£'m £'m

Deferred tax assets 221 229

Deferred tax habilties (17 4) (585

Net deferred tax assets 47 17 4
Reconciliation of net deferred tax assets/{habilities)

2016 2015

£'m £'m

At 1 February 174 129

Tax credit recogrised in the incorme statement (38) 25

Tax credit recognised in other comprehensive income {7 4) 68

Deferred taxes acquired in business combinations (27) (4 Q}

Deferred tax charge attnbutable to discontinued operations 12 05

Transferred to assets held for sale - (13

At 31 January 47 17 4

A reduction mn the UK corporation tax rate from 21% to 20% took effect on 1 Apnl 2015, and further reductions were enacted in
the Finance Act 2015 to reduce the rate to 19% from 1 Apnl 2017 and to 18% from 1 Apnl 2020 A further reduction to 17% from
1 April 2020 was announced on 16 March 2016 but this has yet to be enacted As a result, the ¢closing deferred tax balances have

been reflected at 18%

The Group has tax losses which arose in the UK of £4 2m (2015 £4 9m) that are avallable indefinitely for offsetting against future

taxable profits of the companies in which the losses arose

Deferred tax assets have not been recognised in respect of these losses as they may not be used to offset taxable profits elsewhere

i1 the Group, they have ansen in subsidiaries that have been loss-making for some time, and there are no other tax planning

opportunities or other enidence of recoverability in the near future i the Group were able to recognise all unrecognised deferred

tax assets, the profit would increase by £0 8m

140 SAGA PLC ANNUAL REPORT AND ACCOUNTS FOR THE YEAR ENDING 31 JANUARY 2016




10 Dividends

2016 2015
Declared dunng the year £'m £'m
Final dmdend for the year ended 31 January 2015 4 1 pence per share 458 -
Intenm dmidend for the year ended 31 January 2016 2 2 pence per share 246 -
704 -

Proposed after the end of the reporting penod and not recognised as a liability
Final dmdend for the year ended 31 January 2016 5 0 pence per share 559 458

With the exception of corporate restructuning dwidends, no dvidends were declared by the Company during the year ended
31 January 2015 The proposed dwidend for the year ended 31 January 2016 15 sutyect to approval by shareholders at the
Annual General Meeting on 21 June 2016 and would be pad on 30 June 2016

11 Eamings per share

Basic EPS 1s calculated by dividing the profit after tax for the year attnbutable to ordinary equity holders of the parent by the
weighted average number of ordinary shares outstanding dunng the pencd Diluted EPS 1s calcutated by also ncluding the
weighted average number of ordinary shares that would be issued on conversion of all potentially dilutive options

In accordance with the offer in the Prospectus, on 5 June 2015 the Group 1ssued cne free share for every twenty shares which were
purchased in the IPQO by Eligible Customers and Eligible Employees and held continuously for one year No additional funds were
raised through the issue of these shares and therefore they have been treated as if they existed i all pnor periods, accordingly,

the weighted average number of shares in these penods has been restated

There have been no other transactions involving ordinary shares or potential ordinary shares between the reporting date and the
date of authonsation of these financial staterments

The calculation of basic and diluted EPS 1s as follows

2016 2015
£'m £'m
Profit/{loss) attnbutable to ordinary equity holders 1409 (134 2)
Profit from continuing operations 148 1 864
Waeighted average number of ordinary shares 'm ‘m
Onginal shares 8000 8000
297 3 million shares 1ssued on 29 May 2014 2973 2020
Free shares issued on & June 2015 73 66
IPO share options exercised 6.5 04
Woeighted average number for basic EPS 1,11141 1,008 0 -
2
Dilutive options S
IPO share options not yet exercised 66 86 %
Other share options not yet vested 24 00 @
Deferred Bonus Plan 02 00 =
Weghted average number for diluted EPS 1,1203 1017 6 g
3
Basic EPS 127p {13 3p) @
Basic EPS for continuing operations 13 3p 86p
Diluted EPS 12 6p {13 3p)
Diluted EPS for continuing operations 13 2p 85p

ANNUAL REPORT AND ACCOUNTS FOR THE YEAR ENDING 31 JANUARY 2016 SAGA PLC 144




NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS CONTINUED

12 Business combinations and acquisition of non-controlling interests

a Acquisitions duning the vear ended 31 January 2016

i} Bennetts Biking Services Limited

On 1 July 2015, the Group acquired a 100% shareholding in Bennetts Biking Servces Limited {‘Bennetts'}, the UK's premier
motorbike nsurance specialist Bennetts' customer base fits well with the core Saga demographic with the majonity of customers
being over 40 years of age, and significantly enhances Saga's existing portfolio of motorbike policies

The acquisition cost of £26 3m was settled in cash Transaction costs of £0 5m have been expensed and are included as part of
the exceptional expenses within admiristrative and selling expenses Cash of £0 4rn was acquired with Bennetts, resulting in a net
cash outflow of £25 9m

The fair values of the identifiable assets and labilites of Bennetts acquired on the date of acquisition were

£'m
Assets
Brand 38
Customer relationships 39
Contracts 58
Software 16
Trade and other recevables (gross and expected to be receved) 14
Cash 04
Total assets 169
Liabiities
Trade and other payables 15
Deferred tax hability 27
Total labilities 42
Total wdentifiable net assets at fair value 127
Goodwill ansing on acquisition {note 13) 136
Purchase consideration transferred 26 3

The goodwill ansing on acquisiion of £13 6m represents the farr value ansing from the acquired management structure, sirategic
knowledge, capability and other synergies ansing on acquisition

From the date of acquisition, Bennetts contributed £10 5m of revenueg and £0 4m to the Group profit before tax for the year ended

31 January 2016 Had these acquisitions occurred at the beginning of the financial year, contnbution to Group revenue and profit
before tax for the full year would have been £19 3m and £1 5m respectively
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12 Business combmnations and acquisition of non-controlling interests {(continued)

b Acquisiticns in prior penods

1) Destinology Limited

On 13 August 2014, the Group acquired a 75% shareholding in Destinology Lirmited {Destinclogy’} with an option to acquire the
remaning 25% sharcholding at a later date Accordingly, the subsequent purchase was considered to be a linked transacton and
Destinology was consolidated as a 100% subsidiary

The imitial acquisition ¢ost for the 75% shareholding of £23 Om was settied using £22 2m of cash held by the travel segment, with
£0 8m deferred to be paid dunng the year ending 31 January 2016 The option to acquire the remaming 25% 1s effected by the
Group and the other shareholders holding call and put options respectively, with the price to be paid determined by the profitability
of Destinology in the 12 months ending 31 October 2015 or 31 October 2016

The contingent consideration for the remaining 25% was valued upon a probability-weighted range of outcomes on acquisition
at £6 2m, gving a total consideration of £29 2m

Purchase consideration £'m
Cash settled on acquisition date 222
Deferred for one year (pad during the year ended 31 January 2016) o8
Contingent consideration in respect of remaining 25% shareholding 62
Total consideration 292

The farr values of the identifiable assets and habiities acquired totalled £16 2m generating goodwall on acquisition of £13 Om
representing the far value ansing from the acquired management structure and therr ncumbencies along with therr strategic
knowledge and capability and other synergies ansing on acquisition

Durng the year, the range of outcomes for the price of the remaining 25% shareholding has been reassessed and the contingent
consideration has been revalued at £1

13 Goodwill
Goodwill has been allocated to CGUs on initial recognition and for subsequent imparment testing, and 1s allocated to the nsurance
and travel segments

Goodwall
£'m

Cost
At 1 February 2014 1,636 2
Acquisiton of a subsidiary (note 12b) 130
Reclassification to assets held for sale {177 B)
At 31 January 2015 1,4714
Acquisition of a subsidiary (note 12a) 136
At 31 January 2016 1,485 0
Impairment
At 31 January 2015 and 31 January 2016 -
Net book value
At 31 January 2016 1,485 0
At 31 January 2015 1,471 4

Goodwill deductible for tax purposes amounis to £nil 2015 £22 2m)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS CONTINUED

14 Intangible fixed assets

Customer
Contracts Brands  relatonships Software Total
£'m £Em £m £'m £'m

Cost
At 1 February 2014 811 14 161 587 1603
Additions - ~ - 86 86
Acguisition of a subsidiary (note 12b) - 127 74 o7 208
Reclassification to assets held for sale (81 1) ~ (1g1) 67 (106 &)
At 31 January 2015 - 141 74 613 828
Addrtions - -~ - 165 165
Acquisition of a subsidiary (note 12a) 58 38 39 16 151
Disposals - - - 5 4) 54
At 31 January 2016 58 179 113 740 1080
Amortisation and impairment
At 1 February 2014 528 05 191 405 1129
Amgertisation 96 08 14 103 221
Reclassification 10 assets held for sale (62 4) - (191) (GRS 87 0)
At 31 January 2015 - 13 14 453 480
Amortisation 08 16 39 78 141
Disposals - - - 54 54
At 31 January 2016 0.8 29 53 477 56.7
Net book value
At 31 January 2016 5.0 150 60 263 52.3
At 31 January 2015 - 128 60 160 348

Contracts, brands and customer relatonships assets acquired through business combinations have been reviewed for indicators of
impairment (see note 15b)

The amortisation charge for the year 1s analysed as follows

2016 2015

£'m £'m

Administrative and selling expenses (note 4) 141 17
Drscontnued operations - 104
141 221
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15 Impairment of intangible assets

a Goodwill

Goodwill acquired through business combinations has been allocated to CGUs on initial recognition  Additions to goodwill during
the year relating to Bennetts have been allocated to a new CGU relating to the new subsidiary only The carrying value of goodwill
by CGU 15 as follows

2016 2015

£'m £'m

Insurance, excluding Bennetts 1,398 6 1,398 6
Insurance, Bennetts 136 -
Travel, excluding Destinology 508 59 8
Travel, Destinclogy 130 130

14850 14714

The Group has tested all goodwill for imparment at 31 January 2016 The impairment test compares the recoverable amount

of the goodwill of each CGU te its carrying value The goodwill associated with the Bennetts and Destinology businesses have
been considered separately however as these businesses become more integrated into the overall Insurance and trave! businesses
respectively, it 1S Ikely to be necessary to consider them as part of the insurance and travel CGUs

The recoverable amount of each CGU has been determined based on a value-in-use calculation using cash flow projections from
the Group's five year plan to 2020/21 Termina! values have been included using 3% as the expected long-term average growth
rate of the UK economy, and calculated using the Gorden grewth model

The pre-tax cash flows of each CGU have been discounted considering the weighted average cost of capital of a market participant
capable of acquinng a simifar business For the iInsurance and Bennetts CGUs, the discount rate has been assessed to be 8 9%,
and for the travel and Destinology CGUSs, 1t has been assessed to be 11 8%

The value-in-use calculation 1s mast sensitive to the assumptions used for growth and for the discount rate Accordingly,

stress testing has been performed cn these key assumptions as part of the imparment test to determine whether any reascnably
foreseeable change in any of the key assumptions would cause the recoverable amount of the CGU to be lower than its

carrying amount

To undertake the stress testing, terminal values were separately recalculated using 1 5% growth and nil growth, and the relevant
discount rate was separately increased by 3% No evidence of any impairment was seen under any of these stress test scenancs
Consequently, no impairment of goodwill has been recognised

b Other ntangible assets
Separately identifiable intangible assets are valued and their appropnate useful Iives estabhshed at the tirne of acquisition
The carrying values of these assets and therr remaining useful ives are reviewed annually for indicators of iImpairment

The Group has assessed the recoverable amount of intangible assets as at 31 January 2016 and concluded that no imparment
1S required
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS CONTINUED

16 Property, plant and equipment

Long
Freehcld leasehold Assats in the
lanct & lard & Cruise course of Plant &
buldings buildings ships  construchon  equipment Total
£m E'm 'm £'m £'m £m

Cost or valuation
At 1 February 2014 584 74 803 - 560 2021
Addiions - - 52 - 142 194
Disposals 02 - - - B0 62
Acquisition of a subsidiary (note 12b) - 02 - - 0z Q4
Reclassification to assets held for sale - - - - {16 6) (16 6)
At 31 January 2015 582 786 855 - 478 199 1
Additiens - 10 64 131 103 308
Disposals - - - - 40 40
At 31 January 2016 582 8.6 919 131 541 2259
Depreciation and imparment
At 1 February 2014 76 13 180 - 354 623
Provided dunng the year 11 02 75 - 113 201
Disposals - - - - B0 60
Reclassification to assets held for sale - - - - G 5) (10 5)
At 31 January 2015 87 15 255 - 302 659
Prowded dunng the vear 09 02 85 - 104 200
Impairment {note 4) 34 - - - - 34
Disposals - - - - 40 (40}
At 31 January 2016 130 17 340 - 366 853
Net book value
At 31 January 2016 452 69 579 131 175 140 6
Al 31 January 2015 485 61 600 - 176 1332

The net book value of plant and equipment includes £2 2m (2015 £0 2my) in respect of plant and machinery held under finance
lease agreements The accumulated depreciation on these assets 1s £0 Sm (2015 £0 3m)

The depreciation charge for the year 15 analysed as follows

2016 2015

£'m £fm

Cost of sales 107 29
Administrative and selling expenses (note 4) 9.3 74
20.0 173

Discontinued operations - 28
200 201

Dunng the year the Group disposed of assets with a net book value of £nil (2015 £0 2m) There was no profit or loss ansing
on disposal (2015 Cril)

146 SAGA PLC ANNUAL REPORT AND ACCOUNTS FOR THE YEAR ENDING 31 JANUARY 2016




17 Financial assets and financial habihties
a Financial assets

2016 2015
£'m gm
Fair value through profit or loss
Foreign exchange forward contracts 33 15
Loan funds 19.3 196
Hedge funds 267 338
Equities - a7
493 636
Fair value through the hedging reserve
Foreign exchange forward contracts 167 41
16.7 41

Loans and recewvables
Deposits with financial institutions 4136 479 4
4136 479 4

Avallable for sale investments

Debt secunties 852 719
Money market funds 759 406
Unlisted equity shares 0.2 -
Loan notes 38 -

1651 1125
Total financial assets 644 7 859 6
Current 2868 234 4
Non-Gurrent 3559 4252

6447 659 6

Debt secunties, money market funds and deposits with financial nstitutions relate to monies held by the Group's insurance business
and are subject to contractual restrichons and are not readily available to be used for other purposes within the Group
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS CONTINUED

17 Financial assets and financial habilities (continued)
b Financial habilities

2016 2015
£m om
Fair value through profit or loss
Foreign exchange forward contracts 55 21
Fuel il swaps 41 45
9.6 66
Fair value through hedging reserve
Foreign exchange forward contracts 1.2 46
Fuel ol swaps 19 25
31 71
Loans and borrowings
Bank loans {note 28) 5477 692 2
Chhigatons under finance leases and hire purchase 22 -
Bank cverdrafts 179 58

5678 628 0

Total financtal habilities 580.5 7117
Current 278 211
Non-current 5527 680 6

5805 7117

¢ Fair values
Financial nstruments held at far value are valued using quoted market pnces or other valuation techniques

Valuation techriques include net present value and discounted cash flow models, and companson to similar instruments for which
market observable pnces exist Assumptions and market observable inputs used in valuation technigues include foregn currency
exchange rates and future ol pnces

The objective of using valuation techniques 1s to armve at a farr value determination that reflects the prce of the financial instrumant
at the reporting date which would have been determined by market participants acting at arm's length

Observable prices are those that have been seen either from counterparties or from market pncing sources including Bloomberg
The use of these depends upon the hquidity of the relevant market

The farr value and carrying value of financral assets and financial labilities are matenally the same Financial instruments held at fair
value have been categonsed into a far value measurement hierarchy as follows

i) Level 1

These are valuation techniques that are based entirely on quoted market pnces in an actively traded market and are the most
reliable All money market funds and debt securities are categensed as Level 1 as the farr value 1s obtained directly from the
quoted market price

ti) Level 2

These are valuation iechreques for which all significant inputs are taken from observable market data These include valuation
models used to calculate the present value of expected future cash flows and may be employed either when no active market exists
or when there are quoted pnces avalable for similar instruments in active markets The models incorporate vanous inputs inctuding
the credit quality of counterparties, interest rate curves and forward rate curves of the underying instrument
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17 Financial assets and financial iabihibes (continued)

¢ Fair values (continued)

1) Level 2 {continued)

All the denvative financial instruments are categorised as Level 2 as the far values ara obtained from the counterparty, brokers

or valued using observable inputs Where matenai, CVA/DVA nsk adjustment is factored into the farr values of these instruments As
at 31 January 20186, the marked-to-market values of dervative assets are net of a credit valuation adjustment attnbutable to
derivative counterparty default nsk

The farr values are penodically reviewed by the Treasury Committes

m) Level 3
These are valuation techniques for which any one or more significant inputs are not based on observable market data

The following tables provide the quantitative far value hierarchy of the Group's financial assets and financtal habilities

As at 31 Jenuary 2016 As at 31 January 2015
Level 1 Lavel 2 tavel 3 Total Level 1 Lavel 2 Level 3 Total
£'m £m fm £'m £'m £m £m Em

Financial assets measured at fair value
Foreign exchange forwards - 200 - 200 - 56 - 56
Loan funds - 193 - 193 - 196 - 196
Hedge funds - 267 - 267 - 338 - KCH:]
Equities - - - - 87 - - 87
Debt secunties 852 - - 852 719 - - 719
Money markat funds - 759 - 759 - 408 - 4086
Uniisted equity shares - - 02 02 - - - -
Loan notes - - 38 38 - - - -
Financial labilihies measured at fair value
Contingent consideration - - - - - - 62 62
Foreign exchange forwards - 67 - 67 - 67 - 67
Fuel ol swaps - 60 - 60 - 70 - 70
Assets for which fair values are disclosed
Deposits with institutions - 4136 - 4136 - 4794 - 4794
bLiabilittes for which fair values are disclosed
Bank loans - b477 - 5477 - 6922 - 6922
Finance leases and hire purchase obligations - 22 - 22 - - - -
Bank overdraits - 179 - 179 - 58 - 58

There have been no transfers between Level 1 and Level 2 and no non-recurnng far value measurements of assets and labilities
dunng the year {2015 none}

The unlisted equity shares represent the Group's mvestment in "K' ordinary shares of Lyons Dawidson LLP and have been valued
considenng the cost of the inihial investment and the post-investment trading profits

i}
5
o
=
Q,
o
w
—
o
-
e
3
[1:}
S
-
@

The loan notes represent two notes with a face value of £3 5m each which atiract uncompounded interest at a rate of 5% and
mature on 30 May 2018 and 30 May 2019 These notes are not actively traded i any market and have been valued by determining
a market-participant discount rate including a credit valuation adjustment to allow for counterparty default nsk, and discounting
them to present value

ANNUAL REPORT AND ACCOUNTS FOR THE YEAR ENDING 31 JANUARY 2016 SAGA PLC 149




NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS CONTINUED

17 Financial assets and financial habilites {continued)

d Cash flow hedges

i} Forward currency risk

Dunng the year ended 31 January 2016, the Group designated 294 foreign exchange forward currency contracts as hedges
of highly probable foreign currency cash expenses in future penods These contracts are entered into to mimimise the Group'’s
exposure to foreign exchange nsk

Designated in the year At 31 Jan 2016 At 31 Jan 2015
Foraign currency cash flow hedging instruments Volume £m Volume £'m Volume £'m
Eura (EUR) 76 122 90 119 63 (4 2)
US Dollar (USD) 76 29 93 44 50 40
Other currenctes 142 {C4) 173 ©8) 113 03
Total 294 147 356 156 226 {0 5}

Hedging instruments for other currencies are in respect of Australlan dollars, Canadian dollars, Swiss francs, Japanese yen,
New Zealand dollars, Norwegian krone, Swedish krona, Thal baht and South African rand

1) Commodity prnice nsk

The Group uses dervatve financia! Instruments to mitigate the nsk of adverse changes in the price of fuel The Group enters into
fixed price ¢ontracts (swaps) n the management of its fuel pnce exposures These contracts are expected to reduce the volatility
attributable to pnee fluctuations of fuel and are designated as cash flow hedges Hedgng the pnce volatility of forecast fuel
purchases 1s In accordance with the nsk management strategy outiined by the Board of Directors

Designated in the year At 31 Jan 2016 At 31 Jan 2015
Commodity cash flow hedgng instruments Volume £'m Volume 'm Volume £m
Hedging instruments 44 (19 44 (1.9} 36 (2 5

The table below summanses the present value of the highly probable forecast cash flows that have been designated in a hedgng
relationship as at 31 January 2016 These cash flows are expected to become determined in profit or loss in the same pened I
which the cash flows occur

Other Currancy

EUR USD  currencigs hedges Fuel hedges Total
Determmation penod £m £m £'m £'m £'m £m
1 February 16 to 31 July 16 475 241 58 774 04 778
1 August 16 to 31 January 17 266 238 43 547 09 556
1 February 17 to 31 July 17 428 185 48 66 1 10 67 1
1 August 17 to 31 January 18 15 04 08 25 08 33
1 February 18 to 31 July 18 136 - - 136 - 136
1 February 19 t0 31 July 19 2171 - - 2171 - 2171
Total 3491 668 155 4314 31 434 5

The foreign currency hedge which will be determined in July 2019 of £217 1m relates to the delvery of the ship (note 32)

During the year, the Group recognised net gains of £6 3m (2015 £3 Om loss} on cash flow hedging nstruments through other
comprehensive income Into the hedging reserve Additionzally, the Group recogmsed net gains of £10 3m through other
comprehensive income into the hedging reserve, In relation to the specific hedging instrument for the acquisition of a new ship
{note 32} The Group recognised a £0 3m loss (2015 £0 4m loss) though the income statement in respect of the ineffective
portion of hedges measured duning the penod

There has been no de-designation of hedges dunng the year ended 31 January 2016 as a result of cash flows forecast that are no

longer expected to occur, or as a result of faled ineffectiveness testing Mo amounts have been removed from the hedging reserve
to be included n exther profit or loss or i the carrying value of non-financial assets and labilities
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18 Financial nsk management objectives and policies

The Group’s pnncipal financial labiiies compnse loans and borrowings and trade and other payables The main purpose of these
financial habilities 1s to finance the Group's operations and to prowvide guarantees to support its operations The Group's pnncipal
financial assets include debt secunties, deposits wath financial institutions, money market funds, loan funds and hedge funds The
Group also enters into denvative transactions such as foreign exchange forward contracts, fuel and gas ol swaps and interest rate
swaps to manage its exposures o various risks

The Group 1s exposed to markst risk, credit nsk, guidity nsk and insurance nsk The Group's senior management oversees the
management of these nsks, supported by the Group Treasury function and treasury commitiees within the key areas of the Group
that adwvise on financial nsks and the appropnate financial nsk governance framework for the Group The treasury committee
ensures that the Group's financial nsks are gaverned by appropnate policies and procedures and that financial nsks are identified,
measured and managed n accordance with the Group's policies and nsk objectives All denvative actvities are for nsk management
purposes and are camed out by the Group's Treasury function [t is the Group's policy that no trading In denvatives for speculative
purposes may be undertaken

The Group manages concentration nsk through a policy of diversification that 1s outhned in the Group Treasury Policy and approved
by the Board The policy defines the exposure limit to third party institutions based on the credit ratings of the indwidual
countarparties, combined with the views of the Board On a menthly basis, exposure to each counterparty 1s calculated and
reported, and compliance with the policy 1s monitored

The Board of Directors reviews and agrees policies for managing each of these nsks, which are summansed below

a Market nsk
Market risk s the nsk that the farr value of future cash flows of a financial Instrument will fluctuate because of changes in market
prnces The Group 1s exposed to the following market nsk factors

- Foreign currency nsk
- Commodity price nsk
- Interest rate nsk

The Group has policies and hmits approved by the Board for managing the market nsk exposure These set out the prnciples
that the business should adhere to for managing market nsk and establishing the maximum limits the Group 1s wiling to accept
considenng strategy, nsk appetite and capital resources

The Group has the ability to monitor market nsk exposure on a daly basis and has estabhished limits for each component of
market nsk

The Group uses denvatives for hedging ts exposure to foreign currency, fuel oil pnces and interest rate nsks The market risk
policy explictly prohibits the use of denvatives for speculative purposes

i) Foreign currency nsk

Foreign currency nsk 1s the nsk that the farr value of future cash flows of a financial asset or hability will fluctuate because of changes
In foreign exchange rates The Group’s exposure to the nsk of changes in foreign exchange rates relates pnmanly to the Group's
operating actvities {when revenue or expense 15 denominated in a dfferent currency from the Group's presentation currency) and
the Group’s ret investments in foreign subsidianes

The Group uses foreign exchange forward contracts to manage the maonty of its transaction exposures The foreign exchange
forward contracts are not formally designated as hedging wnstruments and are entered into for pencds consistent with the foreign
currency exposure of the underlying transactions, generally from one to 24 months The forexgn exchange forward contracts vary
with the level of expected foreign currency sales and purchases
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS CONTINUED

18 Financial nsk management objectives and policies (continued)

a Market nsk (continued)

i} Foreign currency nsk {continued)

The following table demonstrates the sensitmty of the far value of forward exchange contracts to a 5% change in US dollar
and Euro exchange rates, with all other vanables held constant The Group’s exposure to foreign currency changes for all other
currencies 1s not matenal The impact 1s shown net of tax at the current rate

Sensitmty of Effect on profit

+/- 5% rate change in after tax and equity

2016 EUR - Trading +/- £5 3m
EUR - New ship +/- £12.3m

UsD +/- £3 6m

2015 EUR +/-£37m
ust +/-£37m

1) Commodity pnce nisk

The Group Is affected by the price volatiity of certan commodities Its operating actvities require the ongoing purchase of fuel and
gas oil to sail its cruse ships and therefore require a continuous supply of fuel and gas ol The volatility in the pnce of fuel and gas
oll has led to the decision to enter into commodity fuel and gas oil swap contracts These caontracts are expected to reduce the
volatiity attributable to pnce fluctuations of fuel and gas ol Managing the price volatiity of forecast ol purchases 1s in accordance
with the nsk management strategy outhned by the Board of Directors

The Group manages the purchase pnice using forward commodity purchase contracts based on a 24 month forecast of the
required fuel ol supply

The following table shows the sensitvity of the fair value of fuel ol swaps to changes in the US dollar exchange rate with all other
vanables held constant The mpact 1s shown net of tax at the current rate

Sensitraty of Effect on profit

+/- 5% rate change in after tax and equity

2016 Usb +/- £0 8m
2015 ush +/- £0 8m

ni) Interest rate nsk

Interest rate nsk anses pnmanly from medium and long-term investmentis in fixed interest secunties The market value of these
investments 15 affected by the mavement in Interest rates  This 1s managed by a policy of holding all investments to matunty by
closely matching asset and liability duration

it 1s also ensured that the Investment portiolio has a diversified range of investments such that there 1s a comtination of fixed and
floating rate secunties, as well as other types of investmenis such as RPI inked secunties and property

Interest rate nsk also anses in respect of the Group's borrowings where the interest rate attaching to those borrowings 1s not fixed
Where the Group perceves there to be a significant interest rate nisk, It manages its exposure to such nsks by purchasing interest
rate caps to imit the nsk At 31 January 20186, interest caps are in place to cover a nominal value of interest payable of £510m,
up to June 2016
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18 Financial nsk management objectives and policies (continued)

a Market nsk {(continued)

The following table shows the sensitmty of financial assets and habilittes to changes in the LIBOR rate The mpact i1s shown net
of tax at the current rate

Sensitvty of Effect on profit

+/- 0 25% rate change in after tax and equity

2016 LIBOR +/- £0 6m
2015 LIBOR +/- £07m

b Credit nsk

Credit nsk 1s the nsk that a counterparty will not meet its obligations under a financial nstrument or customer contract, leading

to afinancial loss The Group 1s exposed to cradit nsk I relation to s financial assets, outstanding dervatives and trade and

other receivables The Group assesses its counterparty exposure i relation to the investment of surplus cash, fuel ol and foreign
currency contracts, and undrawn credit faciiies The Group primanly uses published credit ratings to assess countarparty strength
and therefore to define the credit imut for each counterparty in accordance with approved Treasury policies

The credit nsk in respect of trade and other recevables i1s imited as payment from customers 15 generally required before services
are provided, with the exception of the healthcare serwces products

Credit nisk in relation to deposits and denvative counterparties 1s managed by the Group's Treasury department in accordance with
the Group's policy Investments of surplus funds are macde only with approved counterparties and within credit limits assigned to
each counterparty Counterparty credit imits are reviewed on a regular basis, and updated throughout the year subject to approval
of the Group Board The Imits are set to minmise the concentration of nsks and therefore mitigate financial loss through any
potential counterparty falure

The Group 1s exposed to the nsk of default on the reinsurance arrangements in its nsurance business when amounis recoverable
under those arrangements become due Credit nsk in respect of reinsurance arrangements Is assessed at the trme of entenng
nto a rensurance contract The Group's reinsurance programme s only placed with reinsurers which meet the Group’s financial
strength critena, with no single reinsurer holding more than 20% of the programme

The Group’s maximum exposure to credit nsk for the components of the staternent of financral position at 31 January 2016 and
31 January 2015 1s the carrying amount except for dervative financial instrurnents  The Group's maximem exposure for financal
guarantees and financial dervatve instruments s noted under hquidity risk None of the financial assets were imparred at ihe
reporiting date

The Group's financial assets are analysed by Moody's rating as follows

Ratings analysis
31 January 2016

£'m AAA AA A <A Uneated Total
Debt secunties 852 - - - - 852
Money market funds 759 - - - - 759
Deposits with financial institutions 300 1403 2433 - - 4136
Denvative assets - 101 99 - - 200
Loan notes - - - - 38 38
Loan funds - - - - 193 193
Hedge funds - - - - 267 267
Unlisted equity shares - - - - 02 02

1911 1504 253 2 - 500 6447
Rensurance assets - 578 473 - 12 106 4
Total 1911 2083 3005 - 512 7511
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS CONTINUED

18 Financial nsk management objectives and policies {continued)
b Credit nsk {continued)
Ratings analysis (continued)

31 January 2015

2'm AAA AA A <A Unvated Total
Debt secunties 719 - - - - 719
Money market funds 408 - - - - 406
Deposits with financial Institutions 300 1803 2136 565 - 479 4
Denvative assets - - 56 - - 56
Loan funds - - - - 196 196
Hedge funds - - - - 338 338
Equites - - - - 87 87

1425 1803 2192 555 62 1 659 6
Rensurance assets - 330 295 - 09 634
Total 1425 2133 2487 555 830 7230
c. Liquidity nsk

Liquigity nsk 1s the risk that the Group, although solvent, either dees not have availlable sufficient financial rescurces to enable it to
meet its obligations as they fall due, or can secure them only at excessive cost The Group's approach to managing iguidity nsk is
to evaluate current and expected hquidity requirements to ensure that it maintains sufficient reserves of cash or avalability on its
revolving credit faciity The Group manages its obligations to pay clams to policyholders as they fall due by matching the matunty
of Investments to the expected matunty of clams payments

The table below analyses the matunty of the Group's financial labilities on contractual undiscounted payments The analysis of
non-derwvative financial habilities 1s based on the remaining period at the reporting date to the contractual matunty date The analysis
of claims outstanding I1s based an the expected dates on which the claims wil be settled

31 January 2016 Less than 1102 2t05 Over5s

£'m ©n demand 1 year years years years Total
Loans and borrowings 179 - - 5550 - 5729
Interest on loans and borrowings c6 169 17Q 210 - 555
Insurance contract lablites - 2123 1617 2210 1390 7340
Other habilities 1297 - - - - 1297
Trade and other payables 1916 - - - - 191 6
Denvative liabilities - g3 34 - - 127

3398 2385 1821 970 1390 1,696 4

31 January 2015 Less than 102 2ta5 Over 5

'm On demand 1 year years years years Total
Loans and borrowings 58 - - 7000 - 7058
Interest on loans and borrowings 34 18 1 220 534 - 96 9
Insurance contract kabities - 187 5 1867 2362 1257 736 1
Contingent consideration - 82 - - - 62
Other llabilities 1352 - - - - 1352
Trade and other payables 1687 - - - - 1587
Denvative liabilities - 120 17 - - 137

3031 2238 2104 9896 12567 1,852 6
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18 Frnancial nsk management objectives and policies (continued)

d Insurance nsk

Insurance nsk anses from the inherent uncertanties as to the occurrence, cost and tming of Insured events that could lead to
significant individual or aggregated claims in terms of quantity or value This could be for a number of reasons, including weather-
refated events, large individual claims, changes in claimant behaviour patterns such as increased levels of fraudulent actmvities, the
use of PPOs, prospective or retrospective legislative changes, unresponsive and inaccurate pncing or reserving methodologies and
the detenoration in the Group's ablity to effectively and efficiently handle clams while delivering excellent customer service

The Group manages Insurance nsk within its nsk management framework as set out by the Board The key policies and processes
of mitigating these nsks have been implemented which include underwniting partnership arrangements, remnsurance and excess
of loss contracts, pneing pelicies and clams management, and administration policies

i} Underwriting and pricing nsk

The Group pamarily underwrites motor insurance for pnvate cars in the UK The bocok consists of a large number of Indvidual nsks
which are widely spread geographicatly which helps to minmise concentration nsk The Group has controls in place to restnct
access 1o its products to only those nsks it wishes to underwrnte

The Group has management information to allow it to monitor underwnting performance on a continuous basis and the ability to
make pncing and underwnting changes guickly The Group undertakes detalled statistical analyses of underwriting experience for
each rating factor and combinations of rating factors o enable it 1o adjust prieing for emerging trends

i) Reserving nsk

Reserving nsk 1s the nsk that insufficient funds have been set aside to settle claims as they fall due The Group undertakes regular
internal actuanal reviews and commussions external actuanal reviews at least once a year These reviews estimate the future
liabilties in order to consider the adequacy of the provisions

Clarms which are subject to PPCs are a significant source of uncertainty in the clams reserves Cash flow projections are
undertaken for PPO dlaims to estimate the gross and net of remsurance provisions required PPO provisions are discounted
for future investment returns

An mportant source of uncertainty ss the nisk of future legislative changes affecting bodily injury awards including the ongoing
Ministry of Justice review of the discount rate

1) Reinsurance

The Group purchases reinsurance to reduce the impact of indmvdual farge fosses or accumulations from a single catastrophe event
The Group purchases individual excess of loss protections for the motor portfolio to Imit the impact of a single large clam Similar
protections are in place for all years for which the Group has wntten motor business The Group has quota share remsurance in
place for therd party branded motor business for dnvers aged under 50

Reinsurance recovenes on indmdual excess of loss protections can take many years to collect, particularly if a clam 1s subject to a
PPO This means that the Group has exposure to reinsurance credit nsk for many years Reinsurers are therefore required to have
strong credit ratings and therr financial health 1s regularty monitored

w} Sensttivities

The following table demonstrates the impact on profit and loss and equity of a 1 percentage point vanation in the recorded foss ratio
at 31 January 2016 and 31 January 2015 Theimpact of a 1% change in clams outstanding 1s also shown at the same dates

The impact 1s shown net of reinsurance and tax at the current rate

2016 2015
Impact of 1 percentage point change in loss ratio +/- £25m +/-£2 6m
Impact of 1% change in ¢lams outstanding +/- £4 6m +/- £39m
Impact of a 0 25 percentage pont change in discount rate for PPOs +/-£57m +/- £90m
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS CONTINUED

18 Financial nsk management objectives and policies {continued)

e Operational nsk

Effective operational nsk management requires the Group to identify, assess, manage, monitor, report and mitigate all areas of
exposure The Group operates across a range of segments and operational nsk 1s inherent in all of the Group’s products and
services, ansing from the operation of assets, from external events and dependencies, and from internal processes and systems

The Group manages Its operational nsk through the nsk management framework agreed by the Board, and through the use of nsk
management tools which together ensure that operational nsks are (dentified, managed and mitigated to the level accepted, and
that contingency processes and disaster recovery plans are in place Regular reporting is undertaken to segment boards and
includes detalls of new and emerging risks, as well as monitoring of existing nsks  Testing of contingency processes and disaster
recovery plans I1s undertaken to ensure the effectiveness of these processes

All of the Group’s operations are dependent on the proper functioning of its IT and communication systems, on its properties and
other nfrastructure assets, on the need to adequately mantan and protect customer and employee data and other information,
and on the abMity of the Group to attract and retain staff Specific areas of operational nsk by segment include

i} Insurance

The Insurance segrment is required to comply with vanous operational regulatory requirements pnmarly in the UK but also within
Gibraltar for its underwnting business To the extent that significant external events cauld increase the incidence of claims, these
would place additonal strain on the clams handing function but any financial Impact of such an event 1s considered to be an
nsurance risk

n) Travel

The travel segment operates two cruise ships which are the Group’s largest trading assets Risk to the operation of these cruise
ships anses from the impact of mechanical or other malfunction, non-compliance with regulatory requrements, and from global
weather and socio-economic events The tour holidays operated by the segment are also affected by global weather and socio-
economic evenis which impact either the Group directly or its suppliers

nj) Emerging Businesses and Central Costs
The financial services product business 1s required to comply with vanous operational regulatory requirements in the UK

The healthcare business provides a range of domiciiary services Risk to the operation of this service anses mainly from the
avalability of appropriately skilled staff to deliver the level and standard of care required, and from the oversight of the delivery
of these services

18 tnterests in unconsohdated structured entities

A structured entty 15 defined as an entity that has been designed so that voting or similar nights are not the dominant factor in
deciding who controls the entity, such as when any voting nghts relate to the admenistrative tasks only and the relevant activities are
drrected by means of contractual agreements The Group has interests in unconsolidated structured entities as descnbed below

- Investment funds in the form of hedge funds
— Investment funds in the form of bank loan funds
— Investment funds in the form of money market funds

The nature and purpose of the hedge and bank loan funds 1s to diversify the investment pertfolio and enhance the overall yield,
whilst maintaining an acceptable level of nsk for the portfolio as a whole

The pnmary actmty of the hedge funds is to invest in a wide range of secunties and markets, and the funds may take a vanety
of positions 1 these markets Bank loan funds inwvest in secured loans to companies rated below nvestment grade

The nature and purpose of the money market funds is to provide maxmum secunty and liquicity for the funds nvested whilst also
providing an adequate retum The money market funds used by the Group are all members of the Intitutional Money Market Funds
Association They are thus required o mantain specified kquedity and diversification charactenstics of their underying portfolics
which compnse investment grade investments in financial institutions
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19 Interests in unconsolidated structured entities (continued)
The Group invests in unconsolidated structured entities as part of its Investment activities The Group does not sponsor any of the
unconsolidated struciured entities

At 31 January 2016, the Group's total interest in unconsohdated structured entites was £121 9m analysed as follows

Fair value

Carrying Interest gains/

value ncome (losses)

£m £m £m

Loan funds 193 03 {0.3)
Hedge funds 267 - -
Money market funds 759 0.3 -

These Investments are typically managed under credit nsk management as descnbed in note 18 The Group’s maximum exposure
to loss on the interests presented above is the carmying amount of the Group's Investments No further loss can be made by the
Group In refation to these investments For this reason, the total assets of the entities are not considered meaningful for the
purposes of understanding the related nsks and sc have not been presented

20 Inventories

2016 2015
£m £Em
Raw materals 09 09
Work in progress 0.1 -
Finished goods 3.9 44
4.9 53

21 Trade and other receivables
2016 2015
£'m £'m
Trade recevables 133.6 127 7
Other recevables 120 87
Prepayments 21.3 i68
Deferred acquisition costs 16.6 93
QOther taxes and social secunty costs 4.5 22

1880 1637

The ageing of trade receivables s as follows

Past due
Nesther past g
due nor ]
Total impared <30days 30-60days 61-90days 91-120days > 120days 3
£m £m &m £'m £m £'m £m o
2016 1336 1185 72 15 14 0.7 43 =
2015 127 7 1167 38 15 10 08 39 g
1)
2
(/1]
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS CONTINUED

21 Trade and other recewables {contmuead)
As at 31 January 2018, impairment prowisions totaling £8 5m (2015 £9 Om) were made aganst trade recevables with an iniial
value of £141 3m (2015 £136 7m) The movements in the provision for impairment of receivables are as follows

Inchvidualy — Coltectively

Impared imparred Total

em £'m £'m

At 1 February 2014 07 83 90
Charge for the year 02 80 82
Utilsed n the year - 42 (42}
Unused amounts reversed - 34 G4
08 87 96

Reclassification to assets held for sale (06) - ©6)
At 31 January 2015 03 87 a0
Charge for the year 02 75 77
Utirsed in the year {01) 395 (386)
Unused amounts reversed {01) (4 5) (4 6)
At 31 January 2016 0.3 8.2 8.5

See note 18 on credtt nsk of trade receivables, which explains how the Group manages and measures credit qualty of trade
receivables that are neither past due nor impaired

22 Cash and cash equivalents

2016 2015

£'m £'m

Cash at bank and in hand 369 665
Shont-term deposits 696 1323
Cash and short-term deposits 106 5 198 8
Maney markets funds 75.9 4086
Bank overdraft (18.0) (5 8)
Cash held by disposal group - 43
Cash and cash equivalents in the cash flow statement 164 4 2379

Included wathin cash and short-term deposits are amounts held by the Group’s trave! and insurance businesses which are subject
to contractual or regulatory resinctions These amounts held are not readily avalable to be used for other purposes within the Group
and total £92 1m (2015 £85 2mj)

Cash at bank earns interest at floating rates based on daily bank deposit rates Short-term deposis are made for varying penods
of between one day and three months, depending on the mmediate cash requirements of the Group, and sam interest at the
respective short-term deposi rates

23 Trade and other payables

2016 2015

£'m £m

Trade payables 104 3 848
Other taxes and social secunty costs 12.2 92
Other payables 189 245
Assets In the course of construction 131 -
Accruals 431 402

1916 1587

All trade and other payables are current in nature
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24 Retirement benefit schemes

The Group operates retirement benefit schemes for the employees of the Group consisting of defined contribution plans and
defined benefit plans

a Defined contnbution plans

There are a number of defined contnbution schemes in the Group  The total charge for the year in respect of the defined
contnbution schemes was £1 3m (2015 £1 3m)

The assets of these schemes are held separately from those of the Group in funds under the control of Trustees

b Defined benefit plans
The Group operates a funded defined benefit scheme, the Saga Pension Scheme {‘Saga scheme’), which Is open to new members

who accrue benefits on a career average salary basis The assets of the scheme are held separately from those of the Group in
independently administered funds

The scheme 1s governed by the employment laws of the UK The level of benefits provided depends on the member’s length of
service and salary at retirement age The scheme requires contributions to be made to a separately administered fund which 1s
governed by a Board of Trustees, and consists of an equat number of erployer and employee representatives The Board of
Trustees Is responsible for the administration of the plan assets and for the definition of the investment strategy

The Yong-term investment objectives of the Trustees and the Group are to imit the nsk of the assets faling to meet the labiites of
the scheme over the long term, and to maximise returns consistent with an acceptable level of nsk so as to controlf the long-term
costs of the scheme To meet those objectives, the scheme's assets are invested in different categories of assets, with different
maturities designed to match iabiities as they fall due The investment strategy will continue to evolve over tme and 1s expected
to match to the liability profile increasingly closely The pension lability 1s exposed te inflation rate nsks and changes in the Iife
expectancy for pensioners As the plan assets include investments in quoted equities, the Group I1s exposed to equity market risk

During the year, the Group operated two other funded defined benefit schemes, the Nestor Healthcare Group Retirement Benefits
Scheme and the Healthcall Group Limitad Pension Scheme {Nestor schemes’), which provide benefits based on final salary and are
closed to new members Both of these schemes were part of the habilities held for sale and were disposed of when the Group
completed the sale of the local authonty section of the healthcare business, Allied Healthcare, on 30 November 2015

The farr value of the assets and present value of the obligations of the defined benefit schemes are as follows

Saga Nestor

scheme schemes Total

At 31 January 2016 £'m m £m

Far value of scheme assets 21886 - 2186

Present value of defined benefit cbhigation (237 4) - (237 4)

Defined benefit scheme lability (18 8) - {18 8)
Saga Nestor -
scheme schemes Total 5
At 31 January 2015 &'m £'m £'m 8
Farr value of scheme assets 2123 540 266 3 g
Present value of defined benefit obligation (252 7) 68 7) {321 4) @
Defined benefit scheme liability (40 4) {14 7) {55 1) %
Reclassification to labilities held for sale - 147 147 ,3,,
{40 4) - (60 4) 2

The present values of the defined benefit obligation, the related current service cost and any past serwce costs have been
measured using the projected unit credit method
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS CONTINUED

24 Retirement benefit schemes {continued)

b. Defined benefit plans (continued)

The foliowing table summanses the components of the net benefit expense recognised in the income statement and amounts
recognised In the statement of financial position for the schemes for the year ended 31 January 2016

Saga scheme Nestor schemes Totak
Defined Defined Defined
Fair value of Defined benefit Far value of Defined benefit benefit
schems henefit schema scheme benefit scheme scheme
assets obigation labdity assets obligation hability hability
£m £'m £'m £'m Em £'m £'m
1February 2015 2123 (252 7) (40 4) - - - (40.4)
Pension cost charge to income statement
Senvice cost - 88) (88) - 1 01) (8 9
Net interest 67 (78 (11) 13 17 {04) (1 5}
Included in ncome statement 67 (16 6) (9 9) 13 (18) {0 5) {10 4)
Benefits paid (4 5) 45 - {186) 16 - -
Return on plan assets (excluding amounts
included in net interest expense) 7O - 7o (19 - (19) 89
Actuanal changes ansing from changes
in demographic assumpticns - 0 3) 03) - 12 12 09
Actuanal changes ansing from changes
in financial assumptions - 275 275 - 53 53 32.8
Experience adjustmenis - 03 03 - 15 156 1.8
Sub-total included in other
comprehensive Income (11 5} 320 205 35 26 61 26.6
Contrnbutions by employer 111 ©1) 110 124 - 124 234
Movement in labilities held for sale - - - (102 (7 8) (18 Q) (18 0)
31 January 2016 218.6 {237 4) {18 8) - - - (18 8)
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24 Retirement benefit schemes {continued)

b Defined benefit plans {continued)

The folliowing table summanses the components of the net benefit expense recognised m the income statement and amounts
recogrused In the statement of financial position for the schemes for the year ended 31 January 2015

Saga scheme Nestor schemes Total
Defined Defined Defined
Fair value of Defined benefit  Falr value of Defined beneft benefit
scheme benefit scheme scheme benefit scheme scheme
assets obligation habiity assets obligation liability niability
£Em £m ¢'m ¥'m £m £'m £m
1 February 2014 1712 (186 1) (14 9) 483 (57 7} {e4) (24 3)
Pension cost charge to income statement
Service cost - (5 6} (5.6) - o1 {o1) 57
Net interest 76 (8 1} {0.5) 21 (2 4 03 (0 8)
Included in ncome statement 76 (13 7) {6.1) 21 25 {04) (6 5)
Benefits paid (33 33 - (28) 28 - -
Return on plan assets {excluding amounts
included in net interest expense) 297 - 29.7 29 - 29 326
Actuanal changes ansing from changes
in demographic assumptions - 04 (0.4} - ©9 (0.9} (1.3)
Actuanal changes ansing from changes
in financial assumptions - 47 O {47.0} - (104) {10 4) (57 4)
Expenence adjustments - 87 87 - - - ®7)
Sub-total included in other 264 (52 8) {26 4} 01 (8 5) (8.4) (34 8)
comprehensive INCome
Contributions by employer 71 01 7.0 35 - 3.5 105
Reclassification to kabiities held for sale - - - (54 0) 687 14.7 147
31 January 2015 2423 {252.7) {40 4) - - - (40 4)
The maor categories of assets in the Saga scheme are as follows
2016 2015
£'m £'m
Equities 429 627
Bonds 1171 1170
Praoperty 238 202
Hedge funds 337 -
Cash and other 20 124
Total 2186 2123
Equittes, bonds and hedge funds are all quoted Iin active markets whilst property 1s not
The main categones of assets in the Nestor schemes at 31 January 2015 were equities (£26 9m}, bonds (£23 7m), insurance
pohicies (£3 2m} and cash {£0 2m)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS CONTINUED

24 Retrement benefit schemes (continued)
b Defined benefit plans (continued)
The prnncipal assumptions used in determining pension benefit obligations for the Saga scheme are shown below

2016 2015
Real rate of increase in salaries 0% 0%
Real rate of increase of pensions in payment 0% 0%
Real rate of increase of pensions in deferment 0% 0%
Discount rate — Pensioner 36% 29%
Discount rate — Non Pensioner 38% 32%
Inflation = Pensioner 30% 26%
Inflation — Non Pensioner 32% 29%

Mortality assumptions are set using standard tables based on specific experence where avalable and allow for future mortality
mprovements The Saga scheme assumption i1s that a member currently aged 80 will ive on average for a further 29 years If they
are male and on average for a further 31 year «f they are female

A quantitative sensitivity analysis for sigruficant assumptions as at 31 January 2016 and therr mpact on the net defined benefit
obligaton 1s as follows

Assumptions Drscount rate Futura nflation Uife expectancy Future salary

Sensitmity +/- 0 25% +/- 0 25% +/- 1 year +/- 0 5%
Increase Decrease  Increase Decrease

Impact £m (13 6) 147 92 (9.4) +/-69 +/-00

Note a negative impact represents an increase in the net defined benefit iability

The sensitivity analyses are based on a change in an assumption while holding all other assumptions constant When calculating
the sensitivity of the defined benefit obligation to significant actuanal assumptions the same method has been applied as when
calculating the pension liability recognised within the statement of financial pesition

The expected contribution to the Saga scheme for the next year s £11 Om and average duration of the defined benefit plan
obligation at the end of the reporting penod 1s 22 years

Formal actuanal valuations take place every three years for the scheme The assumptions adopted for actuanal valuations are

determined by the Trustees and are agreed with the Group and are normally more prudent than the assumptions adopted for IAS 19
purposes, which are best estimate Where a funding deficit 1s dentified, the Group and the Trustees may agree a deficit recovery plan
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24 Retirement benefit schemes (continued)

b Defined benefit plans {continued)

The latest valuation of the Saga scheme was at 31 January 2014 Further to this valuation, a recovery plans 1s n place
for the scheme

Under the agreed recovery plan, the Group made an additional payment of £2 Om dunng the year ended 31 January 2016, and will
make further payments of £2 Om in each of the next nine years, with the last payment being made by 28 February 2024 The iotal
expectad contnbutions in the year ending 31 January 2017 are £11 Om

25 Insurance contract habilities and reinsurance assets
The analysis of gross and net insurance labilties 1s as follows

2016 2015
£'m £m
Gross
Clams outstanding 5616 552 4
Prowvision for unearned premiums 141.7 152 3
Total gross labihties 7033 7047
2016 2015
£m Em
Recoverable from remsurers
Clams outstanding 1016 60 2
Provision for unearned premiums 48 32
Total reinsurers’ share of insurance habilities 1064 634
2016 20158
£'m £'m
Net
Clams outstanding 4600 492 2
Prowvision for unearned premiums 1369 1491
Total net insurance habilities 596.9 6413
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS CONTINUED

25 Insurance contract kabilities and reinsurance assets {continued)

2016 2015
Reconcihiation of movements n claims outstanding £'m £€m
Gross claims ouistanding at 1 February 5524 5669
Less rensurance clams outstanding (60 2) {58 3)
Net clams outstanding at 1 February 4922 5086
Gross clams incurred 2193 1829
Less reinsurance recovernes (44.4) (3 8)
Net clams incurred {note 3b) 1749 1793
Gross clams paid (210 1) (197 4)
Less received from reinsurance 30 17
Net claims paid (207 1) (195 7)
Gross clams outstanding at 31 January 5616 552 4
Less reinsurance clams outstanding {101.6} ©02)
Net claims outstanding at 31 January 460.0 492 2

2018 2015
Reconciliation of movements n the provision for net uneamed premiums £'m £m
Gross unearned premiums at 1 February 1523 161 4
Less unearned rensurance premiums (32) (42
Net unearned premiums at 1 February 1491 157 2
Gross premiums written 312.0 324 2
Less outward rensurance premium (8 5) (6 B)
Net premiums written 3035 3176
Gross premiums earned (322 6) (3333
Less reinsurance premium earned 69 76
Net premiums eamed {note 3a) (315 7) {3257}
Gross unearned premiums at 31 January 141.7 1523
Less unearned reinsurance premiums {48) 32
Net unearned premiurns at 31 January 1369 149 1

The profit on purchasing remnsurance in 2016 was £37 5m (2015 £4 Om loss})
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25 Insurance contract labilities and reinsurance assets (continued)

Discounting

Claims cutstanding prowsions are calculated on an undiscounted basts, with the exception of PPOs made by the courts as part of a
bodly injury claim settlement Claims outstanding provisions for PPOs are discounted at a rate of -1 5% (2015 -1 5%) representing

the Group’s view on long-term carer wage inflation less the expected return on holding the invested financial assets associated with
these clams

The value of claims outstanding before discounting was £734 Om (2015 £736 1m) gross of reinsurance and £539 Om
(2015 £599 1m) net of reinsurance

The penod between the balance sheet date and the estmated final payment date was calculated using Ogden life expectancy
tables, with appropnate adjustments where necessary for imparred Iife The average life expectancy from PPO settlement date to
the final PPO payment was 42 years (2015 47 years) and the rate of investment return used to determine the discounted value of
clams prowstons was 2 0% (2015 2 0%)

Analysis of net claims mcurred claims development tables
The following table detalls the Group’s initial estimate of ultimate net claims incurred over the past five years and the re-estimation at
subsequent financial penod ends The table details the net incurred claims (net of reinsurance recovenes) on an accident year basis

Financial Year ended 31 January

Clams Claims
2010 201 2012 2013 2014 20015 2016 Total pad  outstanding
£'m £'m £'m £'m £'m £'m £'m £'m £'m £'m

Accident Year
2009 and earlier {55) - @2y MY (2 B2y @O 278
2010 2021 - 43 @0 (5 @B 21 1831 {166 7) 164
2011 266 0 28 52 46) (133 (72 2329 {200 9} 320
2012 3023 (256 (311) {06 (173 2277 {195 4) 323
2013 3154 (1486) (229) {198 258 1 (200 4) 577
2014 2768 (147 (234 2387 (161 2 775
2015 2181 53 2244 (138 8) 856
2016 2209 2209 {101 1) 1198
1966 2860 2860 2696 2198 1613 1534 4491
Claims handling costs 90 101 156 174 172 180 215 109
2056 2761 3016 2870 2370 1793 1749 4600

The development of the associated loss ratios on the same basis is as follows

Financral Yoar ended 31 January
2010 201 2012 2013 2014 2015 2016

Accident Year .5-':
2010 73% 73% 72% 70% 68% 67% 66% 2
2011 78% 78% 76% 75% 71% 69% )
2012 76% 70% 62% 62% 57% %
2013 75% 72% 66% 62% ‘3"
2014 75% 71% 65% g
2015 67% 69% ®
2016 70%

Favourable claims development over the year has resulted in 2 £68 Om reduction In the net clams incurred In respect of pnor years
Aganst this, the insolvency of a significant legal services suppler has required an increase in prior year net claims of £0 5m fo be
created, the cost of this has been included as part of the total exceptional expense {note 4b}
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26 Provisions

2016 2015

£'m Em

Current 25 48
Non-current 15 11
At 31 January 40 59

Provisions primarily compnse amounts payable for the returm of insurance commission In respect of policies cancelled mid-term
after the reporting date, credit hire claims handling prowision, and fleet insurance at the estmated cost of setthng all ouistanding

Incidents at the reporting date These items are reviewed and updated annually

27 Other habilities

2016 2015

£'m £'m

Advance receipts 1130 1223
Deferred revenue 127 70
Group relef payable (note 9} 76 -
1333 1293

Current 1332 1290
Non-current 01 03
1333 1293

Advance receipts compnses amounts receved within the travel segment for holidays and cruises with departure dates after the
reporting date, and insurance premiums and sales revenues recewed In the Nsurance segment In respect of Insurance policies

which commence after the reporting date

Deferred revenue represents the unearned elements of revenue relating to the media business The amount compnses subscriptions

for magazines to be delivered after the reporting date and revenue for advertising to be included after the reporting date

28 Loans and borrowings

2018 2015

£'m £'m

Bank loans 480.0 7000
Revohvng credit facility 750 -
Accrued interest payable 06 34
555.6 703 4

Less deferred 1ssue costs {7 9) {112
547 7 692 2

tn Apnl 2014, the Group entered into a Senior Faciities Agreement and drew £1,250 0m At the end of May 2014, it used the

rece:pt of £550 Om from the Group's flotation to reduce the outstanding pnncipal to £700 Om

The debt matures in Apnl 2019, and interest 1s incurred at a vanable rate of LIBOR plus 2 25% Interest rate caps are in place which
cap LIBOR at 3 0% on a notional debt of £510 Om through to June 2016 The Group 15 required to comply with a leverage covenant

on a quarterly basis and had significant headroom against this covenant at 31 January 2018

Under the faciities, the Group has access to a rmulii-currency revolving credit facility of £150 0m Duning the year, the Group repaid
£220 0m of its Senior Facilites Agreement, and at 31 January 2016 had drawn £75 Om of its £150 Om revolving credit facility

The Group incurs commitment fees on undrawn faciities and interest at a rate of LIBOR plus 2 25% on drawn facilities

During the year, the Group charged £21 8m (2015 £34 8m) to the income statement 1n respect of fees and interest associated

with the Senior Faciliies Agreement

166 SAGA PLC ANNUAL REPORT AND ACCOUNTS FOR THE YEAR ENDING 31 JANUARY 2016




29 Called up share capital

Ordinary shares

Nomingl value Value
Number sl Em

Allotted, called up and fully paid
At 1 May 2014 800,000,000 001 go
Issue of share capital on flotation 310,705,405 ool 31
As at 31 January 2015 1,110,705,405 oo 111
Free shares allotted — 5 June 2015 7,300,000 001 1
As at 31 January 2016 1,118,005,405 001 12

On 29 May 2014, Saga plc was admitted to the London Stock Exchange, and 1ssued 297,297,297 shares, raising £550m of funds
which were utihsed {0 repay part of the Group's bank debt (note 28) The share premium ansing on this transaction was £547 Cm

Cn the same date, the Group 1ssued 13,408,108 shares into the associated Employee Benefit Trust predominantly in respect
of the share optons 1ssued to certan Directors and employees on the same date (see note 31)

a. Bonus issue - free shares

As part of the IPO, an offer was made to customers and employees of the Group under which they would receve one free share
for every twenty shares purchased in the IPQ and held continucusly for a peniod of one year following flotation On 6 June 2015,
7,300,000 shares were 1ssued in respect of this bonus offer

b. Employee Benefit Trust
The Employee Benefit Trust purchased 13,408,108 shares at therr nominal value of £134,000 dunng the year ended 31 January
2015 There were no assaciated transaction costs

Dunng the year, employees exercised options over 5,973,891 (2015 539,320} of these shares which were transferred from the
Employee Benefit Trust into the direct ownership of the employee The remaning 6,619,099 shares have been treated as treasury
shares at 31 January 2016

30 Capital management

The Group’s objectives when managing capital are to safeguard the Group's ability to continue as a going concern in order to
provide returns for shareholders and benefits for other stakeholders and to mantan an optmal capital structure to reduce the
cost of capital

For the purposes of the Group's capital management, capital Includes 1ssued capital, share premium and all other capital reserves
attrbutable to the equity holders of the parent The Group operates in a nurmber of regulated markets and includes subsidianes
which are required io comply with specific requirements in respect of capital or other rescurces

The Group's financial services businesses are regulated pnimarly by the Financial Services Commission {{FSC') in Gibraltar and by
the Financial Conduct Authonty ((FCA') in the UK, and the capital requirements of s travel businesses are regulated by the Ciwil
Awviation Authonty ("CAA’) In the UK |t 1s the Group's policy to comply with the requirements of these regulators in respect of capital
adequacy or other similar tests at all times

No changes were made to the objectives, policies or processes for managing capital dunng the years ended 31 January 2016 or
31 January 2015, other than those driven from changes to the requirements of the vancus regulators, notably the European Union's
Solvency Il Directve for Insurance companies

The Group’s regutated underwnting business 1s based in the Gibraltar and regulated by the FSC The underwnting business is
required to comply with vanious tests to ensure that it has a sufficient level of capitalisation Under Solvency |, the FSC required the
underwniing business to hold solvency capital of at least twice the required minimurm margin (RMM’), and at 31 January 2015, capital
was approximately 277% of the RMM The Group has monitored its compliance with this and other tests throughout the year
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NOTES TO THE CONSOLIDATED
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30 Capital management (continued}

Solvency Il Incorporates a fundamental change to the capital adequacy regme for the European insurance industry and establishes
arevised sei of capital requirements and nsk management standards with the aim of increasing protection for policyholders

The new regme became effective on 1 January 2016

The Group monitored its ability to comply with the requirements of Solvency 1l throughout the year and received approval from the
FSC for the Undertaking of Specific Parameters route pnor to the effective date Under Solvency Il AICL remains well capitalised,
and at 31 January 2018, avalable capital was £219 8m aganst a Solvency Capital Requirement of £128 8m giving 170% coverage

The Group's regulated insurance distnbution businesses are based in the UK and regulated by the FCA Due to the nature of

these businesses, the capital requiremenis are significantly fess than the underwriting business but the Group 1s required to comply
with the Adequate Resources requirements of Threshold Condiion 4 of the FCA Handbook The Group undertakes a ngorous
assessment agawnst the requirements of this Condition on an annual basis and, as a consequence of this, calculates and holds

an appropriate amount of capital in respect of these businesses The Mirumum Ragulatory Camtal requirement of these businesses
at 31 January 2016 was £6 1m

The regulated trave! businesses are required to comply with two main tests based on quidhty and leverage and are measured
against agreed covenants on the last day of each quarter in respect of these tests The Group monitors its compliance with these
tests on a monthly basis including forward-looking compliance using budgets and forecasts At 31 January 2016, the travel
businesses had good coverage against both covenants

31 Share-based payments
The Group has granted a number of different equity-based awards to employees and customers which it has determined to be
share-based payments

a Share options and free shares offer granted at the time of the IPO

— On 29 May 2014, share options over 13,132,410 shares were granted to certain Directors and employees with nc exercise price
and no serice or performance vesting condiions There are no cash settlement alternatives

— Elgble customers and employees who acquired therr shares under the Customer or Employee Offers in the Prospectus received
one bonus share for every twenty shares they acquired and held continuously for one year to 29 May 2015 As these are bonus
shares, there was no exercise price and no cash settlement alternative

b Long-Term Incentive Flan (‘LTIP’) and Deferred Bonus Plan (‘DBP*}

— The LTIP 15 a discretionary executive share plan under which the Board may, within certan limits and subject to applicable
performance conditions, grant options over shares in Saga plc These options are 50% linked to a non-market vesting condition,
EPS, and 50% linked to a market vesting condition, TSR

—  On 30 June 2014 and 2 December 2014, options over 4,015,508 shares were 1ssued which vest and become exercisable
on the thard anniversary of the grant date

- On 30 June 2015, options over 2,879,089 shares were ssued which vest and become exercisable on the third anniversary
of the grant date

- On 9 June 2015, options over 332,541 shares were issued under the DBP to the Executive Directors reflecting ther deferred
bonus In respect of 2014/15, which vest and become exercisable on the third anniversary of the grant date Following
cessation of employment of S M Howard on 30 June 2015, the options allocated to him became exercisable immediately

¢ Other share options

— On 29 May 2014, share options over 2,162,162 shares were 1ssued to the Chief Executive Officer Vesting occurs 25% on the
third anniversary of the IPO, 25% on the fourth anniversary of the IPO and 50% on the fifth anniversary of the IPO, subject to
continuing employment  The award will be equity settled and has no cash alternative The exercise price of the share options
1s£1 85

- On 29 Apnl 2015, options over 101,932 shares were 1ssued to the Chief Financial Officer which vest in two equal tranches
on the first and second anniversary of his appointment, subject to continuing employment

— On 2 December 2015, options over 99,552 shares were 1ssued to the Chief Marketing Officer which vest on the second
anniversary of his appointment, subject to continuing employment

d Employee free shares

—On 8 July 2015, 398,774 shares were awarded to staif eligible on the anniversary of the IPC at £ril cost These shares become
beneficially owned over a three year period from allocation subject to continuing employment
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31 Share-based payments (continued)

The table below summanses the meverments in the number of share options outstanding for the Group and their weighted average

exercise pnce

Employee

IPO Options LTIP DBP QOther options free shares Total
At 1 February 2015 12.593.090 3,884,866 - 2,162,182 - 18,640,118
Granted - 2,879,089 332,541 201,484 398,774 3,811,888
Forfeited - {1,259,776) - - (21,022) {(1,280,798)
Exercised (5.973,991) - (76,448) - {3,542) (6,053,981)
At 31 January 2018 6,619,099 5,504,179 256,003 2,363,646 374,210 15,117,227
Exercise pnce £l £nil £nil £169 £nil £025
Exercisable at 31 January 2018 6,619,099 - - - 4,209 6,623,308
Average remaining contractual ife 8 3 years 1 9years 2 4 years 2 Byears 2 3years 50Qvyears
Average farr value at grant £185 £197 £210 £186 £2 16 £190

The following information s relevant in the determination of the fair value of options granted during the year under the equity- and

cash-settled share based remuneration schemes operated by the Group

LTIP - EPS LTIP - TSR Employes
CFO options CMO options tranche tranchs free shares

- Share pnce
Black- at date Black- Black-
Modet used Scholes of grant Scholes  Monte-Carlo Scholes
Dividend yield (%) n/a n/a rn‘a nfa n/a
Risk-free interest rate (%) na n/a 0 96% 096% n/a
Expected Iife of share option 0971 97 years 2 81 years 3years 3 years 3 years
Weighted average share price {£) £1 89 £2 02 £220 £2 20 £2 16
Share price volatiity n/a n/a 27 8% 27 8% n/a

As histonical data for the Group’s share price 1s not avalable, the Group has estimated the Company's share price volatiity as an
average of the volatibties of its TSR comparator group over a histonicat penod cormmensurate with the expected life of the award

immediately pnor to the date of the grant

For future valuations, at a date when sufficient Saga share pnce data becomes avallable, the Group intends to estmate the

Company volatiity directly from this data

The total amount charged to the Income statement in the year ended 31 January 20161 £2 8m (2015 £41 8m) This has been
charged to adminustrative and selling expenses (22 5m) and exceptional expenses (£0 3m) (note 4b)

The Group did not enter into any share-based payment transactions with parties other than employees dunng the current penod
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NOTES TO THE CONSOLIDATED
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32 Commitments and contingencies

a Operating lease commitments — Group as lessee

The Group has entered into commercial leases on certain land and buiddings and plant and machinery There are no restrictions
placed upon the Group by entening into these leases

Future mimimum rentals payable under non-cancellable operating leases as at 31 January are as follows

Land and buldings Plant and machinary
2016 2015 2016 2015
£'m £m £'m E'm
Within one year 10 21 08 03
Between one and five years 33 62 1.6 18
After five years 48 72 - -
81 i55 24 21

b Finance lease and hire purchase commitments

The Group has finance leases and hire purchase contracts for various items of plant and machinery These leases have terms of
renewal and no purchase options Renewals are at the option of the specific entity that holds the lease Future rmimimum lease
payments under finance leases and hire purchase contracts together with the present values of the ngt minimum lease payments
are as follows

2016 2015

£'m £'m

Within cne year 05 01
Between one and five years 17 01
Total minmum lease payments 22 g2
Less amounts representing finance charge (0 4) -
Present value of minimum lease payments 18 o2

¢ Commitments

On 21 December 2015, the Group contracted with Meyer Werft GmbH & Co KG to purchase a new cruise ship for delivery in July
2018, with an option to purchase a second similar cruise ship for delivery in 2021 The new ship will replace one of the Group’s
existing two ships

The first stage payment for the new ship 1s included within trade and other payables and will be made in February 2016 Three
similar stage payments will be made dunng the construction peniod (24 months, 18 months, and 12 menths prer to delivery) funded
via cash resources of the Group The remaning element of the contract price 1s due on delivery of the ship, and the Group entered
nto appropriate financing for this on 21 December 2015

As at 31 January 2016, the capital amount contracted but not provided for in the financial statements in respect of the ship
amounted to £280 1m (2015 £nil)

The financing represents a 12 year fixed rate sterling loan, backed by an export credit guarantee The loan value of approximately
£245m will be repaid in 24 broadly equal instalments, with the first payment 6 months after delivery The effective interest rate on
the loan {including arrangement and commitment fees) is 4 29%

On the date the finance was entered into, the Group purchased Euro currency forwards totalling £273 2m to lock the cost of the
ship These have been designated as cash flow hedges and remain outstanding as at 31 January 2016 {note 17d}

The Group has an option to purchase a second ship for the same price within the contract, the option must be exercised by

21 December 2017 The Group may be released from this option at any time although should the option to purchase not be
exercised, a fee would become payable The likelihood of incurring such a fee 1s considered extremely remote
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32 Commitments and contingencies {continued)

d. Contmgent habilities

At 31 January 20186, the Group had secured £31 8m (2015 £31 Om) of financial bonds and other guarantees on & revolving credit
facility provided to Saga Mid Co Limited If these bonds were called, the facility would be treated as drawn and recognised as a
liablity on the Group's balance sheet The revolving credit faciity 1s secured by a floating charge over the Group’s assets

The Association of British Travel Agents regulates the Group's UK tour operating business and requires the Group to put in place
bonds to provide customer protection These bonds are included wathin the financial bonds described above

33 Discontinued operations and assets held for sale
On 30 November 2015, the Group completed the sale of the local authonty section of the healthcare business, Alled Healthcare

The mpact of the discontinued operation on the profit for the year 1s as follows

2016 2015
£'m £'m
Loss after tax, before amortisation of acquired intangibles (79 03
Amortisation of associated acquired intangible assets - {(104)
Loss on re-measurement of disposal group to far value - {209 &)
Gain on disposal of discontinued operations 10 -
(69) {220 2)
The impact of the discontinued operation an the reported earnings per share was as follows
2016 2015
Basic and diluted eamings per share from discontinued operations {0 6p} (21 9p)
The gain on disposal of Alied Healthcare 1s as follows
£'m
Cash consideration receved 101
Farr value of other consideration recevable 38
Pension scheme caninbution 92)
Net assets disposed {ncluding cash of £2 5m) B31)
Costs of disposal not previously provided for {085
10
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33 Discontinued operations and assets held for sale (continued)
The results of Alled Healthcare for the penod are as {ollows

2016 2015
£'m £'m
Revenue 206 2 2832
Cost of sales (149 2) {199 8}
Gross profit 570 834
Administrative and selling expenses (557) (74 4)
Trading EBITDA 13 g0
Depreciation and amortisation 27 (2 8)
Exceptional expenses 64 8 4)
Net finance expense on retrermnent benefit schemes (0.4} 03)
Loss before tax (8.2} 2 5)
Tax expense 0.3 22
Loss for the penod from discontinued operations (7.9} 03
Atinbutable to-
Equity holders of the parent (8.2} o7
Non-controlling interest 03 04
(7 9} 03
The net cash fliows of Alled Healthcare dunng the penod to disposal are as follows
2018 2015
£'m £'m
Cperating {(122) 36
Investing 01 (35
Financing 8.4 -
Net cash {outflow}inflow 37) 01

34 Related party transactions

Duning the year ended 31 January 2016, the Saga Group agreed terms for the utiisation under the group relief rules of corporation
tax losses from Acromas SPC Co Limited and Acromas Mid Co Limited, indirect investees in the Group, at a cost of 50% of the
tax affected face value Amounts payable by the Group in respect of the surrender of these tax losses of £7 6m were unpad at

31 January 2016 {see note 9)

G Willams, an independent Non-Executive Director of Saga ple, serves on the board of WNS (Holdings) Limited, a company

which Acromas Insurance Company Limited, a subsidiary of Saga ple, traded with during the year WNS (Holdings) Limited prowides
claim handing management services to Acromas Insurance Company Limited and during the year ended 31 January 2016 earned
fees of £3 5m {2015 £5 Bm), further payments to WNS {Holdings) Limited in respect of reparr costs on clams handled totalled

£40 2m (2015 £41 9m) As at 31 January 2016, amounts owing to WNS {Holdings) Limited for fees and repar costs were

£15m (2015 €3 7m})
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35 Subsidianes

The entitigs Iisted below are subsidianes of the Company or Group Al of the undertakengs are wholly owned and included wathin

the consolidated financial statements

Name Country of registration Nature of business
Acromas Financial Services Limited England Regulated investment products
Acromas Holidays Limited England Tour operating
Acromas Insurance Company Limited Gibraltar Insurance underwnting
Acromas Shipping Limrted England Cruising

Acromas Transport Lirnited England Tour operating

Bel Jou (St Lucia) Limited St Lucia Hotel operator
Bennetts Bilung Services Limred England Insurance services
CHMC Limited England Motor accident management
Destinolegy Limited Engtand Tour gperating

Direct Choice Insurance Services Limited England Insurance services
Enbrook Cruises Limited England Cruising

MetroMail Limited Engtand Mailing house
Premium Funding Limited England Insurance services
Saga Cruises IV Lmited England Cruising

Saga Cruises Limited England Cruising

Saga Healthcare Limited England Prowision of domicilary care
Saga Mid Co Limited England Debt service provider
Saga Property Company (St Lucta) Limited St Lucia Property Investment
Saga Publishing Limited England Publishing

Saga Services Limited Engtand Insurance services
Titan Transport Limited England Tour gperating
Acromas Hohdays (USA) Inc USA Holding company
Alled Healthcare International LLC USA Holding company
Automobile Association Travel Lmited England Holding company
CHMC Holdings Limited England Holding company
Saga 200 Limited England Holding cormpany
Saga 300 Limited England Holding company
Saga 400 Limited England Holding cempany
Saga Establecimientos Hoteleros, S L Span Holding company
Saga Group Limited England Holding company
Saga Holdings Umited England Holding company
Saga Hotels (Carbbean} Limited St Lucia Holding company
Saga Lewsure Limited England Holding company
Saga Cverseas SL Span Holding company
Saga Properties (Canbbean) Limited St Lucia Holding company
Saga Properties Limited England Holding company
Acromas Travel Lmited England Dormant company
All Canada Limited England Dormant company
Canadian Connections Limited England Dormant company
Confident Services Limited England Darmant company
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NOTES TO THE CONSOLIDATED
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35 Subsidianes (continued)

Name Country of registration Nature of business
Connections Worldwide Holidays Limited England Dormant company
Country Cousins (MHorsham) Limited England Dormant company
Dnveline Europe Limited England Dormant company
Dnveling Trave! Limited England Dormant company
Enbrook Services Limited England Dormant company
Grand Tounng Club {France) Limited England Dormant company
Grand Touring Club Limited England Dormant company
Grandstand Sports Tours Lirmited England Dormant company
Grandstand Worldwde Limited England Dormant company
Inter-Church Travel Limited England Dormant company
New Zealand Connections Limited England Dormant company
Patncia White's Personal Home Care Limited England Deormant company
PEC Services Limited England Dormant company
Saga (International) Holidays Limited England Dormant company
Saga 500 Limited England Dormant company
Saga Coach Holidays Limited England Dormant company
Saga Communications Limited England Dormant company
Saga Cruises BDF Limited England Dormant company
Saga Cruises || Limited England Doarmant company
Saga Cruises Il Limited England Dormant company
Saga Cruises V Limited England Dormant company
Saga Cruises VI Limited England Dormant company
Saga Digital Radio Limited England Dormant company
Saga Financial bmited England Dormant company
Saga Financtal Planning Limited England Dormant company
Saga Flights com Limited England Dormant company
Saga Holidays Limited England Dormant company
Saga Homes Limited England Dormant company
Saga Independent Living Limited England Dormant company
Saga Investments Limited England Dormant company
Saga Media Limited England Dormant company
Saga Personal Finance Limited England Dormant company
Saga Property Management Limited England Dormant cormpany
Saga Radio (North West) Limited England BDormant company
Saga Retwrernent Housing Limited England Dormant company
Saga Rose Limited England Dormant company
Saga Ruby Lwmited England Dormant comparny
Saga Shipping Company Limited England Dormant company
Saga Tours Limited England Dormant company
Saga Ventures Limited England Dormant company
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35 Subsidianes (continued)

Name Country of registration Nature of business
Saga Vitamins Limited Engtand Dormant company
Spint Of Adventure Cruises Limited England Dormant company
Spint Of Adventure Holidays Limited England Dormant company
Spint Of Adventure Limited England Darmant company
Tallor-Made Trave! Limited England Dormant company
Taylor Price Insurance Services Limited England Dormant company
The Classic Traveller Limited England Dormant company
Titan Awiation Limited England Dormant company
Titan Connechons Limited England Dormant company
Titan Connections To Australia Limited England Dormant company
Titan Connections To lkaly Limited England Dormant company
Titan Hitours Limited England Dormant company
Titan Investment Property Company Limited England Dormant company
Titan Music Productions Limited England Dormant company
Titan Personal Finance Limited England Dormant company
Titan Specialist Tours Limited England Dormant company
Titan Travel Holdings Lirmited England Dormant company
Titan Travel Limited England Dormant company

36 Investment in joint ventures
Dunng the year, the Group held an interest n two joint ventures

a SagaLaw Limited

The Group held a 49% interest in Saga Law Lirmited, a company registered in Engtand and Wales, up to 23 November 2015 This
was accounted for using the equity method in the consolidated financial statements The joint venture contnbuted a share of profit
of £0 1m after tax

b Saga Investment Services Limited

The Group holds a 50% interest 1n Saga Investment Services Limited, a company registered in England and Wales This is
accounted for using the equity method in the consolidated financial staterments The joint venture contnbuted a share of a loss
of £1 4m after tax The investment has a carrying value of £1 6m as at 31 January 2016
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COMPANY FINANCIAL STATEMENTS OF SAGA PLC
BALANCE SHEET

2016 2015

Note £'m £m
Non-current assets
Investment in subsidianes 2 2100 6 2,092
Current assets
Debtors 3 09 02
Creditors - amounts falling due within one year 4 1141 338
Net current habilities (113.2) (33 6}
Net assets 1,987.4 2,0656
Capital and reserves
Called up share capital 5 112 111
Share premium account 5193 5194
Profit and loss reserve 1,439.0 1,494 3
Other reserves 17.9 408
Total shareholders’ funds 1,987 4 20656

Company number 08804263

Signed for and on behalf of the Board on 18 Aprd 2016 by

— Yol

L H L Batchelor Hull

Group Chref Executive Officer

up Chief Financial Officer

The notes on pages 178-182 form an integral part of these financial statements
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COMPANY FINANCIAL STATEMENTS OF SAGA PLC
STATEMENT OF CHANGES IN EQUITY

Share-
Called up Share based

share premium Retained payment Total

capital account eamings reserve equity

£'m £'m £'m £m tm

At 2 May 2014 80 - 35316 - 35396
Issue of share capital on flotation 30 547 @ - - 5500
Costs associated with 1ssue of share capital - (27 6) - - (27 6)
Issue of treasury shares 01 - - - 01
Loss for the penod - - (768 8) - (768 B)
Dwidends pad - - (1,269 5) - (1,269 5)
Share-based payment charge - - - 418 418
Exercise of share options - - 10 (10 -
At 31 January 2015 11 5194 1,494 3 408 2,06856
Loss for the financial year - - 88 - 8 8)
Benus shares 1ssued 01 1) - - -
Diwvidends - - {70 4) - (70 4)
Share-based payment charge - - - 28 28
Exercise of share ophions - - 110 {12 8) (18)
Issue of free shares (note 5) - - 129 (129) -
At 31 January 2016 12 5193 1,439 0 177 1,987 4
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NOTES TO THE COMPANY
FINANCIAL STATEMENTS

1 Accounting policies

a Accounting convention

These financial statements were prapared in accordance with Financial Reporting Standard 101 *Reduced Disclosure Framework'
(‘FRS 101") and in accordance with applicable accounting standards The financial statements are prepared under the histoncal
cast convention, as modified by denvatve financial assets and financal liabilities measured at fair value through profit or loss, and
In accordance with the Companies Act 2006

The Company’s financial statemenits are presented in stering and all values are rounded to the nearest millon pounds (£'m) except
when otherwise indicated

The Company transitioned from previcusly extant United Kingdom Generally Accepted Accounting Practice {'UK GAAP") to FRS 101
for all penods presented Transition reconaihations showng all matenal adjustments are disclosed in note 6 The accounting policies
which follow set out those policies which apply In prepanng the financial statements for the year ended 31 January 2016

The Company has not presented 1ts own profit and loss account as permitted by section 408(3) of the Companies Act 2006
{the 'Act’) The loss included in the financial statements of the Company, determined in accordance with the Act, was £8 8m
(2015 £768 8m)

The Company has taken advantage of the following disclosure exemptions under FRS 101

a) The requirements of IFRS 7 ‘Financial Instruments Disclosures’

b}  The requirements of paragraphs 91-99 of IFRS 13 'Far Value Measurement’

c) The requirement in paragraph 38 of IAS 1 'Presentation of Financial Statements' to present comparatve information
in respect of paragraph 79(a)iv) of LAS 1

d) The requirements of paragraphs 10(d), 10(f), 18, 38A, 38B-D, 40A-D, 111 and 134-136 of IAS 1 ‘Presentaticn
of Financial Statements’

e) The requirements of 1AS 7 'Staternent of Cash Flows'

f) The requirements of paragraphs 30 and 31 of IAS 8 *Accounting policies, Changes in Accounting Estimates and Emrors”

g)  Therequrements of paragraph 17 of IAS 24 *Related Party Disclosures’

h}  The requrements in 1AS 24 ‘Related Party Disclosures' to disclose related party transactions entered into between two
or more members of a group, provided that any subsidiary which 1s a party to the transaction 1s wholly owned by such
a member

0} The requirements of IFRS 1 6 and IFRS 1 21 on the comparative period for first time adopters of IFRS

Investments in subsidranes are accounted for at the lower of cost and net realisable value and reviewed for impairment when events
or changes i circumstances indicate the carrying value may not be recoverable

b. Investments
Investments In Group undertakings are stated at the lower of cost and net reahisable value

c. Deferred tax
Deferred tax 1s provided using the hability method on temporary differances between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes at the reporting date

Deferred tax habibties are recogrised for all taxable temporary differences and deferred tax assets are recognised to the extent that

it 1s probable that taxable profit will be available against which the deductible temporary differences, and the carry forward of unused
tax credits and unused tax losses, can be utiised
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1 Accounting policies (continued)

¢ Deferred tax (continued)

The carrying amount of deferred tax assets Is reviewed at each reporting date and reduced to the extent that it 1s no longer
probable that sufficient taxable profit will be avalable to allow all or part of the deferred tax asset to be utitsed Unrecognised
deferred tax assets are reassessed at each reporting date and are recognised to the extent that it has become probable that
future taxable profits will allow the deferred tax asset to be recovered

Oeferred tax assets and labilites are measured at the tax rates that are expected to apply i the year when the asset is realised
or the hability 1s settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the reporting date
Deferred tax 1s charged or credited in the iIncome statement, except when 1t relates to items charged or credited in other
comprehensive income, in which case the deferred tax s dealt with in gther comprehensive income

Deferred tax assets and deferred tax liabilites are offset If a legally enforceable nght exists to set off current tax assets aganst
current tax labilites and the deferred taxes relate 10 the same taxable entity and the same taxation authonty

d Share-based payments

The Company provides benefits to employees (including Directors) of Saga plc and its subsichary undertakings, in the form of
share-based payment transactions, whereby employees render services as consideration for equity instruments (equity-settied
transactions) The cost of equity-settled transactions 1s measured by reference to the farr value on the grant date and 1s recognised
as an expense over the relevant vesiing penod, ending on the date on which the employee becomes fully entitted to the award

Far values of share-based payrment transactions are calculated using Black-Scholes modeling techniques In valuing equity-settled
transactions, assessment 1s made of any vesting conditions to categonss these into market performance conditicns, non-market
performance condiions and sermce conditions

Where the equity-settled transactions have market performance conditions (that 1s, performance which is directly or indirectly linked
to the share price), the farr value of the award 1s assessed at the time of grant and s not changed, regardless of the actual level of
vesting achieved, except where the employee ceases to be employed pror to the vesting date

For service conditions and non-market performance conditions, the far value of the award 1 assessed at the time of grant and 1s
reassessed at each reporting date to reflect updated expectations for the level of vestng No expense is recogrised for awards that
ultmately do not vest

At each reporting date prior to vasting, the cumulative expense 1s calculated, representing the extent to which the vesting penod
has expired and, in the case of non-market conditions, the best estimate of the number of equity instruments that will ulimately vest
or, In the case of nstruments sulyect to market conditions, the far value on grant adjusted only for leavers The movement in the
cumulative expense since the previous reporting date 1s recognised in the ncome statement, with the corresponding increase In
share-based payments reserve

Upon vesting of an equity instrument, the cumulative cost in the share-based payments reserve 1s reclassified to reserves
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NOTES TO THE COMPANY
FINANCIAL STATEMENTS CONTINUED

2 Investment in subsidiaries

£'m
Cost
At 2 May 2014 3,5396
Addtions 544 8
Capital coninbutions ansing from share-based payments 412
At 31 January 2015 4,1256
Capital contnbutions ansing from share-based payments 14
At 31 January 2016 41270
Amounts provided for
At 2 May 2014 -
Amounts provided in the penod 2,026 4
At 31 January 2015 2,026 4
Armounts prowided in the year -
At 31 January 2016 2,026 4
Net book value
At 31 January 2016 21006
At 31 January 2015 2,0092
See note 35 to the consclidated financial statements for a list of the Company's nvestments
3 Debtors
2016 2015
£'m £'m
Deferred tax asset 03 01
Other debtors 06 o1
09 02
All amounts above are due in less than one year
4 Creditors - amounts falling due in less than one year
2016 2015
©m £'m
Amounts owed to Group undertakings 109.7 311
Other creditors 44 27
1141 338
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§ Called up share capital

Ordinary shares

Number Norrunal valug v:;m{:
Allotted, called up and fully paid
At 1 May 2014 800,000,000 [010] 80
Issue of share capital on flotation 310,705,405 oM 31
As at 31 January 2015 1,110,705,405 oo 111
Free shares allotted - 5 June 2015 7,300,000 oM 01
As at 31 January 2016 1,118,005,405 001 112

On 28 May 2014, Saga plc was admitted to the London Stock Exchange, 1ssuing 310,705,405 £0 01 shares, raising £550m of
funds to clear existing bank debt (note 28 to the consolidated financial statements) The share premium ansing on this transaction
was £547 Om

On 5 June 2015, the Company 1ssued 7 3 millon free shares as part of the offer during the IPO

6 Transition to FRS 11

For all penods up to and including the year ended 31 January 2015, the Company prepared its financial statements in accordance
with previously extant UK GAAP These statements, for the year ended 31 January 20186, are the first the Company has prepared
In accordance with FRS 101

Accordingly, the Company has prepared indwidual financial statements which comply with FRS 101 applicable for penods beginning
on or after 1 February 2014 and the sigruficant accounting policies mesting those requirements are descnbed In the relevant notes

In preparing these financial statements, the Company has started from an opening balance sheet as at 1 February 2014, the
Company's date of transition to FRS 101, and made those changes in accounting polictes and other restatements required for the
first-time adoption of FRS 101 As such, this note explains the principal adustments made by the Company in restating its balance
sheet as at 1 February 2014 prepared under extant UK GAAP and its previously published UK GAAR financial statements for the
year ended 31 January 2015
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NOTES TO THE COMPANY

FINANCIAL STATEMENTS CONTINUED

6 Transition to FRS 101 {continued)
Reconcilhation of equrty as at 31 January 2015

FRS 101
UK Re-classificaton/
GAAP re-measurements FRS 101
Note £'m £'m £m
Fixed assets
Investment in subsidianes 2,089 2 20992
Current assets
Debtors 02 02
Creditors — amounts falling due within one year (a) 338 - (338
Net current habilities (33 6) (33 6)
Net assets 20856 2,06586
Capital and reserves
Called up share capital 111 111
Share premium account 5194 5194
Retained earnings (@) 1,4943 - 1,494 3
Share-based payment reserve 408 408
Shareholders’ funds 20858 20656

a Employee benefits

Hohday pay accrual - On transition to FRS 101, a holiday pay accrual has been accounted for of £15,000 at 31 January 2015

(Enit at 1 February 2014)
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SHAREHOLDER
INFORMATION

Financial calendar
2016 Annual General Meeting -
21 June 2016

Final dividend dates

Announcement date — 19 April 2016
Ex-dividend date - 12 May 2016

Record date - 13 May 2016

Last day for DRIP elections - 5 June 2016
Payment date — 30 June 2016

Shareholder information online

The Company will publish annual
reports, notices of shareholder
meetings and other documents which
we are reguired to send to shareholders
{'shareholder information'} on a website
Consenting shareholders will be notified
either by post or emal of preferred

each time the Company publishes
shareholder information This allows us
to increase speed of communication,
reduce cur impact on the enviranment
and keep costs to a mimmum

You can ¢change your communication
preference via the Saga Shareholder
Services Portal www sagashareholder
co uk or by contacting Saga
Sharehotder Services In order to
regisier on the portal you require your
11-digit nvestor code (IVC') You can
find your IVC on recent communications
such as your share certificate The Saga
Shareholder Services Portal allows you
to manage your shareholding easily and
securely onling You can also change
your personal details, view your helding
and get an indicative valuation, view
dividend information, register proxy
voting instructions, reinvest your
dividends to buy additional Saga

plc shares, buy and sell shares and
register bank details so that dwidends
can be paid directly to your account

Shareholder fraud

Shareholders are advised to be wary

of any unsolicited adwice or offars,
whether over the telephone, through

the post or by emad If any such
unsolicited communication 1s receved
please check the company or person
contacting you 1s properly authorised by
the Financial Conduct Authonty (‘FCA)
befors getting imvolved Fraudsters use
persuasive and high-pressure tactics

to lure investors into scams They may
offer to sell shares that turn out to be
worthless or non-existent, or to buy
shares at an inflated price in return for an
upfront payment While high profits are
promised, If you buy or sell shares in this
way you may potentially lose your money
5,000 people contact the FCA about
share fraud each year, with victms
losing an average of £20,000 For more
information, or if you are approached by
fraudsters, please visit the FCA website
www fca org,uk/ consumers/scams,
where you can report and find out more
about investment scams You can also
call the FCA Consumer Helpline on 0800
111 6758 If you have already paid money
to share fraudsters you should contact
Action Fraud on Q300 123 2040

Advisers

Corporate brokers and
financial advisers

Bank of America Merrill Lynch
2 King Edward Street

London EC1A 1HO

Goldman Sachs
Peterborough Court
133 Fleet Street
London EC4A 2BB

Media relations advisers
FTI Consuiting

200 Aldersgate

Aldersgate Street

London EC1A 4HD

Independent auditors
Ernst & Young LLP

1 More London Riverside
London SE1 2AF

Legal advisers

Freshfields Bruckhaus Dennger LLP
65 Flest Street

London EG4Y 1HT

Information for investors
lnformation for investors s provided
on the internet as part of the Group's
corperate website which can be
found at htlp #corporate saga co uk

Registrars
Capita Asset Services

For shareholder enguiries contact
Saga Shareholder Services

The Registry

34 Beckenham Road

Beckenham

Kent BR3 4TY

Shareholder Helpline 0800 (15 5429 -
calls to Freephone numbers will vary by
provider If you are outside the United
Kingdom call +44 203 471 2272 - calls
outside the United Kingdom will be
¢harged at the applicable international
rate Lines are open are open 9am to

5 30pm, Monday to Friday, excluding
public holdays in England and Wales

enquines@sagashareholder co uk

Registered office
Saga Plc

Enbrook Park
Sandgate
Folkestone

Kent CT20 3SE

Corporate websites

Information made availabile on the
Group's websites does not, and 18 not
intended to, form part of these Results
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GLOSSARY

ABC1 households social grading
based on a system of demographic
classification used in the UK, as defined
by Expenan Mosaic data

Accident year the financial year in
which an insurance loss occurs

Active customer a customer that has
purchased an insurance policy In the
last twelve months, or a holiday in the
last three years, or has a live personal
finance product or Saga Magazine
subscription

Add-on an insurance policy that 1s
actively marketed and sold as an
addition to a core policy

AGM Annual General Meeting

AICL Acromas Insurance
Company Limited

Available operating cash flow net
cash flow from operating activities after
capitat expenditure but befare tax and
interest paid and exceptional expenses,
which 1s avalable to be used by the
Group as it chooses and is not subject
to regulatory restriction

Average number of products heid
the average number of Saga products
held by each active customer as at a
certan date Active customers include
those customers who hold an insurance
product, have taken a holiday tn the last
three years or have a live perscnal
finance or Saga Magazine product

Board Saga plc Board of Directors

Claims frequency the number of
claims incurred divided by the number
of policies earned n a given penod

Claims reserves accounting
provisions that have been set to meet
outstanding insurance claims, IBNR and
associated clams handing costs

Code the UK Corporate Governance
Code published by the UK Financial
Reporting Council from time to time
setting out guidance i the form of
principles and provisions to address
the pnincipal aspects of corporate
governance

184

Combined operating ratio the ratio of
the claims costs and expenses incurred
n seling and admimstenng insurance
underwritten (numerator] to the net
earned premium (denominator) in

a gven penod Can otherwise be
calculated as the sum of the loss

ratio and expense ratio

Companies Act the UK Companies
Act 2006, as amended from time to time

Company Saga plc

Contactable households the number
of households that are recorded on the
proprietary Group Marketing Database,
with a housshold being defined as a
single person or couple living at the
same address

Contactable people the number of
people that are recorded on the Group's
proprietary marketing database that
have not opted out of all marketing
preferences

Continuing operations operations
that are not classified as discontinued

Core policy an insurance policy that
15 actively marketed and sold on its own

DBP Deferred Bonus Plan

Discontinued operations operations
divested or those that have been
classified as held for sale whose trading
activities relate to a separate line of
business or geographical area

DTRs (Disclosure Rules and
Transparency Rules) rules published
by the UK Financial Conduct Authonty
relating to the disclosure of information
by a company listed i the UK

Earned premuum nsurance premiums
that are recognised in the income
statement over the penod of cover to
which the premiums relate, deferred

on a 365ths basis

Earnings per share from continuing
operations (basic) profit after tax from
continuing operations attributable to
ordinary shareholders divided by the
weighted average number of ordinary
shares outstanding during the period

Expense ratio the ratio of expenses
incurred in seling and administerng
insurance underwritten {(numerator) to
the net earned premium {dencminator)
In a gven penod

Financial Conduct Authonty (FCA}
the independent UK body that regulates
the financial services industry, which
in¢ludes general nsurance

FTE {Full Time Equivalent) the
number of full-time and part-time
employees expressed as an equivalent
number of full-time employees

GHG Protocol a global standard for
how to measure, manage, and report
greenhouse gas emissions

Gross revenue statutory accounting
revenue plus any net premiums paid
to therd party insurers who underwrite
insurance sold by the Group

Gross wnitten premiums the total
prermium charged to customers for an
insurance praduct, excluding Insurance
Pramium Tax but before the deduction
of any outward reinsurance premiums,
measured with reference to the

cover start date of the policy

Group the Saga plc group

Holitdays passengers the number
of passengers that have travelled on
a Saga, Titan or Destinology holiday
in a given penod

IASB International Accounting
Standards Board

IBENR {incurred but not reported}
a claims reserve provided to meet the
estimated cost of clams that have
occured, but have not yet been
reported to the wnsurer

IFRS International Financial Reporting
Standards

IPO (Initial Public Offering) the first
sale of shares by a previously unhsted
company to investors on a secunbies
exchange
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Leverage ratio the ratio of net debt to
Trading EBITDA

LIBOR London inter-bank offered rate

Liguidated damages payments
received In respect of the early
termination of management and
franchise contracis, where applicable

Load factor in retation to cruise ships,
the number of passenger days travelled
divided by the maximum number of
passenger days that could be travelled,
In a given period

Loss ratio a ratio of the clams costs
{numerator) to the net earned premium
{denominator) In a given penod

LR (Listing Rules) a set of mandatory
regulations set from time 1o time by the
UK Financial Conduct Authornty and
applicable to a company listed In the UK

LTIP Long-Term Incentive Plan

Malus an arrangement that permits the
forfeiture of unvested remuneration
awards, 1n circumstances the Company
considers appropriate

M&A Mergers and Acquisitions

Net claims the cost of claims incurred
In the period less any claims costs
recovered under reinsurance contracts
and after the release of any clams
reserves

Net debt bank debt and borrowings,
excluding any overdrafis held by
restricted trading subsidianes, net of
avallable cash

Net earned premium earned premium
net of any outward earned reinsurance
premium paid

FSC

e taory
MIX

FSC* C016486

www luminous ¢o uk

Net interest expense finance costs
iess finance income

Ogden discount rate the discount rate
set by the relevant government bodies,
the Lord Chancellor and Scottish
Mimisters, and used to calculate lump
sum awards in bodily injury cases

Operating profit profit before interest
payable, tax, exceptional expenses and
farr value gains and losses on derivative
financial instruments

PBT prohit before tax
PMI private medical insurance

Policies sold the number of core and
add-on insurance policies sold to
customers in a given penod, measured
by reference to the cover start date of
the policy

PPO {Periodical payment order)
clams payments as awarded under the
Courts Act 2003 PPOs are used to settle
large personal injury claims, and they
generally provide clamants who require
long-term care with a lump sum award
plus inflation-inked annual payments

RDR 1 and RDR 2 residence, domicile
and the remittance basis UK tax rules

Remsurance coniractual
arrangements where an insurer
transfers part or all of the insurance risk
written to another insurer, in exchange
for a share of the customer premium

RMM {required mmimum margin} a
measure used under Solvency | to assess
the murimum level of solvency capital an
insurance underwnter must retain

RPI Retall Price Index

Paper from
membiesese  Designed and produced by Lumimous

Ship passenger days the total number
of days passengers have travelled on a
ship, ar ships, in a given penod

SIP Share Incentive Plan
SIPP self nvested personal pension

Solvency capital/Solvency |l
insurance regulations designed to
harmonise European Union insurance
regulation Primarily this concerns the
amount of capital that European
Insurance companies must hold
under a measure of capital and risk
Solvency Il came into effect on

1 January 2016

TBI Tilney Bestinvest

tCO e tonnes of carbon dioxide
equivalent, which 1s a measure that
allows companson of the emissions of
other greenhouse gases relative to one
umit of CO,

Trading EBITDA earnings before
interest payable, tax, depreciation and
amortisation, exceptional expenses and
far value gains and losses on derivative
financial instruments

Trading profit Trading EBITDA ‘
less depreciation and amortisation,

excluding amortisation of acquired

intangibles

TSR (total shareholder return) the
theoretical growth in value of a
shareholding over a peried, by reference \
to the beginning and ending share pnce, ‘
and assuming that dividends, including

special dvidends, are reinvested to

purchase additional units of the equity

Unearned premium an amount of
nsurance premium that has been
written but not yet earned

UW underwnting




