HomeServe

2018

Annual Report
& Accounts ’

——

b )




Outstanding growth in North America,
including our largest ever policy book
acquisition

"I
!

Acquisition of the remaining -? ‘
60% of Checkatrade to ‘
accelerate creation of a global
online marketplace for home

repairs and improvements

Creation of four business lines to drive
global growth:
Membership
Home Experts

HVAC

Smart Home.
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Our purpose:
HomeServe exists to help people
run their homes more easily.

Vision:
Our vision is to be the world’s £ 7
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! HomeServe uses a number of alternative performance measures (APMs) to assess the performance of the Group and its individual segments. APMs
used in the Annual Report and Accounts 2018 are non-GAAP measures which address profitability, leverage and liquidity and together with operational
KPIs give an indication of the current health and future prospects of the Group. Definitions of APMs and the rationale for their usage are included on
p209 with a reconciliation, where applicable, back to the equivalent statutory measure.
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HomeServe at a glance

HomeServe is an international home repairs and improvements business which provides
people with access to tradespeople and technology to help them run their homes more easily.
HomeServe was founded by Richard Harpin, our CEO, 25 years ago in the UK. We developed our Membership model in
partnership with utility companies, and expanded into France, North America, Spain and Italy. Our key source of current
growth is North America, where the acquisitions of Utility Service Partners Inc. in 2016 and the policy book of Dominion
Products and Services Inc. in 2017 are boosting strong organic performance. In 2017 we created four global business
lines to expand our business model. Together with our developing Home Experts business we are now present in the UK
USA, Canada, France, Spain, Italy, Portugal, Brazil, Mexico, Argentina, Chile and Columbia.

.

Our business segments

Our primary reporting segmentation
is by geography.

QO

North America

Canonsburg
Fast growing Membership business with
¢.550 utility partners together with an Chattanooga
HVAC business.
0 Read more about North America on page 38
Our first 25 years
French business launched O De-merged from South Staffordshire @ Renewed customer focus following
Q as ajoint venture with Veolia Water and listed as HomeServe customer service issues in the UK

O Enteredthe USA O Acquired Reparalia in Spain 6 Took full ownership of
O HomeServe founded as a joint venture France joint venture.
with South Staffordshire Water
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Our 4 global business lines:

Membership
Subscription-based home assistance for

homeowners covering plumbing, heating,

electrical, locks, glazing, pest control and
technology.

HVAC

A complete solution to the installation,
repair, maintenance and financing of
heating, ventilation and air conditioning.

QO=®
UK

Well established Membership business. Leading the
Group's LeakBot opportunity and progress in HVAC
with acquisition of Help-Link in 2017.

0 Read more about the UK on page 36

.’
*
< S Walsall

Lyon
Madriw ‘
Q@

Spain

Well established Membership business and a Claims
business providing repair services for B2B clients.
Plans to develop HVAC.

0 Read more about Spain on page 42

Home Experts
= On demand, online marketplace to find
vetted and reviewed local tradespeople
for a broad range of home repairs and
improvements.

Smart Home
Development and distribution of

l l technology to enable home automation,
including LeakBot, smart thermostats
and connected boilers.

QO

France

Well established Membership business with two major
partners; entry into HVAC market with acquisition of
Electrogaz in 2017.

0 Read more about France on page 40

CH

New Markets

New business development and innovation activities
including our Italian associate with Edison Energia and
our Home Experts businesses, Checkatrade in the UK and
Habitissimo in Spain. Opportunities to expand into new
geographies.

0 Read more about New Markets on page 44

Acquired 70% stake in

Q Launched LeakBot
i inthe UK

6 Acquired initial 40% stake
in Checkatrade as part
of the Home Experts
strategy

Acquired Utility Service
Partners Inc. (USP) in
North America

Habitissimo, in Spain, as part of
the Home Experts strategy.

Q@ £125m equity
: placing

Q Gained 100% control
: of Checkatrade

6 Joint venture with
Edison Energia in Italy

6 Acquired the Dominion
Products and Services
Inc. (DPS) policy book in
North America
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| am delighted to report
that HomeServe has had
another strong yeatr, in
which we continued to
deliver excellent service to
our customers and further
business growth. We now
have 8.4 million customers
(FY17: 7.8m); the Group

retention rate is stable at
82%; and we delivered

a 24% increase in basic
earnings per share to 30.2p.

Dividend

Given the Group's performance this
year and the Board's confidence

in its future prospects, the Board

is proposing a final dividend of
14.4p per share, bringing the total
ordinary dividend for the year to
19.1p per share of 33.6p, an increase
of 25%. The proposed dividend is
1.76x covered by adjusted earnings
per share. The Board operates a
progressive dividend policy, and
targets dividend cover in the range
of 1.75x — 2x adjusted earnings per
share over the medium-term.

Strategically, this has been a very
important year for HomeServe, in
which the Board has taken a series

of decisions to move us closer to
achieving our vision of being the
world’s most trusted provider of
home repairs and improvements.
Organic growth augmented by
complementary acquisition is central
to our strategy in pursuit of that vision.
Equally important to the effectiveness
of this strategy is the continuing
development of our business model
with its five key sources of value —
partnerships, marketing expertise,
customer service, local networks

and financial resources. In FY18 we
created four global business lines

to implement our strategy even

more effectively and to leverage our
business model to greater advantage,
beyond our established Membership
business. Our four business lines are
Membership, Home Experts, Heating,
Ventilation and Air Conditioning
(HVAC) and Smart Home.

We continue to build our Membership
business in all geographies, with
notable success in North America.
The Board took the decision to
supplement strong organic growth

in North America with the acquisition
of the policy book of Dominion
Products and Services Inc. (DPS) —
our largest ever acquisition.

To fund the DPS acquisition and
retain balance sheet strength for a
pipeline of further opportunities,
HomeServe undertook its first ever
placing of equity. The Board was
strongly in favour of asking for direct
support from our shareholders

for an acquisition which clearly
benefited the core of our business.
We were delighted to receive a clear
endorsement of our strategy.

In Home Experts, the Board gave
the go-ahead to an important step
forward, with HomeServe taking
control of 100% of Checkatrade in
November 2017. Checkatrade gives
us the foundation we need to build
our Home Experts business in the
UK and combines well with the
digital expertise of Habitissimo in
Spain.

In HVAC, the Board advocated a
measured approach, authorising
the acquisitions of Help-Link

and Electrogaz to provide HVAC
bridgeheads in the UK and France
respectively.

In Smart Home the Board has
elected to focus on territory adjacent
to our core businesses - water
leakage with LeakBot and also smart
thermostat and connected boiler
technology.
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People

Underpinning HomeServe's
ambitious growth strategy is a clear
focus on making sure we have the
right people in the right positions at
every level across the Group, and

on giving them the knowledge and
skills they need to deliver exceptional
performance. To encourage
everybody in HomeServe to prioritise
and value our people strategy, we
created a People Committee in 2017.
Its work to date has reviewed insights
from new disclosure, for example on
the gender pay gap.It has also been
instrumental in the development

of our global talent strategy and

will play a key role in monitoring its
implementation.

Board changes

At Board level, we welcomed three
Non-Executive Directors — Katrina
Cliffe, Edward Fitzmaurice and Ron
McMillan - together with one new
Executive Director — Tom Rusin.

We said farewell to Non-Executive
Directors Mark Morris and Ben
Mingay. | would like to extend my
thanks to both of them for their hard
work and insight during their time
on the Board. This has been a busy
year for the Board, and | am grateful
to all of my Board colleagues for the
dedication, challenge and expertise
they have brought to the Boardroom
this year.

After our 2018 financial year end,

we announced that Martin Bennett,
CEQO, HomeServe UK, will step
down from the Board at the Annual
General Meeting on 20 July and
leave the business later in 2018. On
behalf of the Board, | would like to
take this opportunity to thank Martin

for his service to HomeServe. He has
made an outstanding contribution
over the last 15 years, and in
particular since his appointment

to the Board in 2009, first as Chief
Financial Officer and latterly as UK
CEO. Our recent reorganisation to
create four global business lines gave
Martin the opportunity to consider
his next move, and we respect his
decision to move on. We all wish him
well for the future.

True to our values

As | travelled around HomeServe's
offices this year, | have been
immensely impressed by the
everyday evidence | see of how true
we are to our global values. | would
like to take this opportunity to say
thank you to everyone at HomeServe
who has gone the extra mile this year
in service of our customers, partners,
communities and shareholders, and
to thank all of our stakeholders for
their continued support.

JM Barry Gibson
Chairman
22 May 2018

© Sece page 12 for our business
model.

© Sce page 16 for our strategic
priorities

@ See page 20 for more on our
people strategy, as part of
Corporate & social responsibility.

Our global
values

HomeServe has a vibrant corporate
culture based on four global

values which define the way we do
business. By living these values, we
have built our business on strong
foundations.

Put customers at the
heart of everything we do

Combine relentless
innovation with integrity
and professionalism

Strive to be the best
in the world at what
we do

Develop and encourage
great people who are
passionate about taking
responsibility and making
things happen

@ Sece page 20 for how we bring
these values to life through our
approach to Corporate & social
responsibility.
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Discover how life keeps moving for our Customers at homeserve.com/customerstories

When water

bre

How HomeServe solved
the mystery of the rising rates

"HOW MUCH?

I'd enough to worry about with a baby on the way.

Huge water bills were not what | was expecting.
Sky high and | couldn't see why.
Enter two HomeServe engineers.

They quickly found the source.
A leak had sprung under the front garden.
They dug a hole, fixed the pipe.
And even put the lawn back.
Now my bills are back down to earth.
Thank you HomeServe.”
Mrs Bayliss, Walsall
United Kingdom
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review

When we look back in
a few years' time on
our 2018 financial year,
| think we may see it
as the year when we
further step changed
HomeServe's growth
opportunities. Our
business continued to
perform well and the
strategic decisions we
took will have a major
influence on our long-

term growth prospects.

Chief Executive’s

Progress in FY18

Our most exciting growth area in
the short to medium term is North
America. This year's 20% increase
in customers was split 50:50
between organic growth and the
first tranche of customers acquired
with our largest ever acquisition

- the policy book of Dominion
Products and Services Inc (DPS).
Our North American team have
been signing new partners at a
rate of two per week, and | would
like to congratulate them for their
dedication and hard work in taking
our North American business to
scale.

The UK is our most developed,
cash generative business. Our

UK Membership base is stable at
around 2.2m customers, and we
continue to see opportunities

to improve its size and value
through product development,
marketing and selective policy
book acquisitions. The UK team
maintained high levels of customer
service all year, including during
adverse winter weather conditions,
thanks to improved facilities

to serve customers online and
redeploying an increasingly multi-
skilled workforce as the need arose.
Looking forward, our priorities in
the UK are to broaden our affinity
partnerships in new areas such as
energy, with partnerships signed this
year with E.ON and Octopus Energy;

to increase the efficiency of our
operations; to develop our Heating,
Ventilation and Air Conditioning
(HVAC) business; and to continue the
roll-out of LeakBot, which is looking
very promising.

In France, we continue to enjoy
strong relationships with our main
partners Veolia and Suez and remain
focused on business development
opportunities that could unlock new
partnerships and opportunities for
future growth. We took our first step
into HVAC installations in France in
December 2017, with the acquisition
of Electrogaz.

In Spain, revenue growth in

our Membership business and
increased efficiency in Claims drove
strong profit growth. The current
partnership with Endesa draws

to a close in the coming weeks.
Discussions continue to define a
future relationship, which could be
a non-exclusive claims handling
and service only arrangement. This
would enable us to enter discussions
with other energy companies.

The net effect of not marketing
with Endesa is expected to have

no significant impact on adjusted
operating profit in Spain over the
next two years

Our partnership with Edison Energia
in Italy continued to make progress,
with Edison marketing HomeServe
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products as part of their strategy to
gain market share in the domestic
Italian energy supply market. We
continue to develop opportunities to
expand our Membership model into
new markets, and will ensure that
new entries are supported by large
and committed utility partners.

Positioning for future growth

| see it as crucial to my role as
founder and CEO of HomeServe to
position our business for the future
as well as the present. This year,

we continued to develop our five
strategic priorities - our people, our
affinity partnerships, our local repair
networks our digital capabilities

and the financial resources at our
disposal. These capabilities create
the opportunity to expand beyond
our traditional Membership business
and to this end, we have created
four global business lines with the
potential to expand our business
model.

« Membership — our core
subscription-based home
assistance service covering
plumbing, heating, electrical,
locks, glazing, pest control and
technology, which we have rolled
out successfully in the UK, North
America, France, Spain and Italy

« Home Experts —an online, on
demand marketplace which
matches younger, non insurance
minded consumers with vetted
and reviewed local tradespeople
to carry out a range of household
repairs and improvements

« HVAC —a complete solution
to the installation, repair,
maintenance and financing
of heating, ventilation and air
conditioning

e Smart Home — developing and
distributing technology to enable
home automation, including
LeakBot, smart thermostats and
connected boilers.

I am delighted to have been

able to promote members of my
management team to make the
most of these new opportunities,

in particular Tom Rusin, who is now
Global CEO of our Membership

business. Tom has been instrumental

to our recent success in North
America and will bring invaluable
insight and energy to drive all of our
Membership businesses forward. He

has a worthy successor — John Kitzie

— already in place in North America,
and will continue to be based in
Norwalk, Connecticut.

Home Experts

For me, one of the most significant
decisions we took this year was

to purchase the remaining 60% of
Checkatrade, to give us full control
of that business. As we develop our
Home Experts strategy, Checkatrade
brings a strong UK brand and a great
process for certifying reputable
tradespeople. Over time, we will
combine this with the innovative
digital capabilities we have access

to at Habitissimo, as well as
Habitissimo's ability to test different
revenue models and to expand
effectively into new markets: they are
already present in Spain, France, Italy,
Portugal, Brazil, Mexico, Argentina,
Chile and Columbia. With the
financial resources HomeServe can
add to the mix, we see enormous
potential to develop a scalable,
global Home Experts marketplace.
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Chief Executive’s review

continued

Market insight

My interest in Home Experts
began with an analysis of our
wider market, including not
only home repairs but also
home improvements. Our

core Membership subscription
business continues to appeal to
around a third of addressable
households - homeowners
who want to avoid unexpected
costs and who value our reliable
customer service when fixing
problems that occur around
their homes. However there

is great growth potential with
opportunities outside our
traditional base - amongst a
younger demographic, who are
less likely to buy an insurance-
type product and more likely to
look online for a tradesperson
when the need arises. We can
deploy our core capabilities to
service these consumers and
offer a wider range of home
improvements as well as repairs.

Home repairs and
improvements
£400bn

Membership
£14bn

In our existing markets...

® Membership; UK ONS survey
+ HomeServe estimate

® Home Repairs + improvement;
HomeServe estimate

And...
An opportunity in Habitissimo's
other territories

HVAC and Smart Home

We also made progress in FY18

on defining our HVAC and Smart
Home propositions. Based upon the
success of our boiler and furnace
installation and repair business in
North America, we have started

to develop this business line in the
UK and France via the acquisitions
of Help-Link and Electrogaz
respectively. HVAC is a highly
fragmented market and one where
we see potential to grow our market
share amongst a new group of high
value Membership customers. In
the Smart Home market, we will
engage in areas adjacent to our
other businesses, for example smart
thermostats and plumbing-related
products. | am delighted that our
LeakBot smart water leak detector

is starting to gain traction, and we
have developed a WiFi version to
facilitate broader coverage. Further
test agreements have been signed
and the first sizeable volume orders
agreed with partners in Denmark and
the UK.

Looking forward to FY19

We will remain true to our growth
strategy. Our priorities in delivering
our growth strategy are as follows,

* To continue to grow our core
Membership businesses

- In North America where we
expect to complete the second
tranche of DPS this autumn and
through further organic and
acquisition opportunities

- Inthe UK, France and Spain
by continuing to develop
our affinity partnerships and
increasing the efficiency of our
operations.

- In new geographies by
exploring opportunities for joint
ventures with utility partners.

* To further develop our Home
Experts proposition and scale our
Checkatrade business in the UK by
recruiting more tradespeople and
attracting more consumers and
internationally via Habitissimo

» To roll out our HVAC proposition
in the UK, North America, France
and Spain

» To progress Smart Home
initiatives, including converting
LeakBot test agreements to
volume orders and signing further
insurance partners.

With significant initiatives underway
in all four business lines, we have
made notable progress this year
towards our vision of becoming the
world’s most trusted provider of
home repairs and improvements.
We have done so by remaining true
to our purpose - to help people run
their homes more easily - and to our
customer centric values. Every day,

| hear heart-warming stories about
the lengths our people go to in
delivering service to our customers
— the Customer Stories featured in
this year's Annual Report give you a
flavour of this. It is this commitment
and enthusiasm above all which
powers our business, and | would like
to conclude by thanking everyone at
HomeServe for their hard work this
year.

Richard Harpin
Founder and Chief Executive
22 May 2018
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»

_HomeServe

‘I see it as crucial to my role as Founder and CEO of HomeServe
to position our business for the future, as well as the present.”

Richard Harpin
Founder and Chief Executive
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Our business model

What we do
HomeServe delivers home repairs and improvements to help people run their homes more easily. Our vision is to
be the world's most trusted provider of home repairs and improvements.

We have five key sources of value, which give us the capabilities we need to build four global business lines. These
are in different stages of development in different geographies.

o0 =

Membership HVAC Home Experts Smart Home
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How do we do it?
We have five key sources of value for our stakeholders. These are distinct to us and crucial to the success of our business.
We have listed against each source of value the KPIs that measure our progress and the most relevant risks.

Our most established route to market is through long-term, exclusive partnerships with utilities, heating
manufacturers, insurance companies and specialist service providers. We have a substantial network of over 570

utility partners, and considerable expertise in managing these partnerships for mutual benefit. Our utility partners earn
commission on every policy we secure through them and benefit from our long-term approach to delivering value. In
highly concentrated markets such as France and Spain, we work with a small number of very large partners, whereas in
the fragmented North American market we work with a wide range of small and large partners. HomeServe acts as an
insurance intermediary, and does not take any material insurance risk. Our Membership products are underwritten by
independent third party underwriters, who are also important long-term partners.

w

| e e e e e e e e e
G

E’ KPI: Affinity partner households

& Principal risks: Market disruption (1), Commercial partnerships (2), International development (3)

We have three key areas of expertise.

* Innovative product design, where our expertise is focused on adapting to the needs of individual markets to provide
products that customers value and use; responding efficiently to market or regulatory change; and creating,
developing, testing, launching and assessing the performance of our products in a streamlined fashion

* Data-rich marketing, optimised across a range of channels including direct mail, contact centres and online, with
sophisticated monitoring of campaign paybacks

* Anincreasingly powerful global brand that complements our partner brands.

o [
=1 KPIs: Customers, Policies

2

©

= Principal risks: Market disruption (1), Digital and innovation (11)

Putting the customer at the heart of everything we do is the first and most important of our corporate values. This
shines through in the way that our local contact centres operate to handle customer claims and enquiries, and also in
the way our engineers behave in customers’ homes. We engage the best people right across our business and provide
them with the tools and technology they need to do a great job. We have internal measures for customer satisfaction
in each of our businesses and we are proud of the external awards we win in each of our businesses.

KPI: Retention rate

Customer
service

Principal risks: Market disruption (1), Regulation and customer focus (8), Digital and innovation (11)

We rely on our local networks to deliver consistently high service in our customers’ homes and we have many years
of experience and expertise in managing these networks. We devote considerable time to recruiting and maintaining
those in the network and to providing the infrastructure and technology required for them to operate efficiently. In
our Membership business we optimise our mix of directly employed engineers and sub-contractors and in our Home
Experts business we are focused on delivering rapid growth in the number of tradespeople we work with to deliver on
demand repairs and improvements.

KPI: Tradespeople

Local

Principal risks: Market disruption (1), Recruitment and talent (9)

Our business is predictable, sustainable and cash generative. Our revenue streams are largely subscription based
and we invest in our people, our network, our brand, our partnerships and our technology systems and processes to
generate growth. We have opportunities to grow organically and through acquisition in all of our markets and have
a strong track record of successful acquisition and integration. To grow our business, we invest in our key sources of
value, for the benefit of multiple commercial stakeholders.

KPIs: Adjusted PBT, Net Debt: EBITDAQ See Glossary on p209 for full detail of our alternative performance measures.
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Principal risks: Recruitment and talent (9), Financial (12)

@ See page 15 for our KPIs @ See page 26 for our Principal risks and uncertainties.
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continued

Our principal stakeholders, and why they benefit from working with us.

"HomeServe helps me run my home more easily.
With HomeServe cover, if something goes wrong,
| call them up and they'll fix it."

Customers

“As a utility company, it makes sense to work with HomeServe
to deliver top quality home assistance to our customers.
In partnership with HomeServe, we can provide the services our
customers expect and generate value for our company.”

“HomeServe places great emphasis on its customers and | feel
empowered to deliver great service when I'm in customers’
homes at their time of need”

"HomeServe is a great place to work. The company is growing
fast and offers me opportunities to develop
my skill set and build my career.”

“HomeServe people really care about the communities
around them, and take on community projects
with commitment and enthusiasm.”

“HomeServe is a well-run, cash-generative business
with attractive, sustainable growth prospects.”

Investors

600

S e

Value creation
The value we create for all of our stakeholders has the potential to be compounded as we expand our four
business lines.

» Consumers may transition to become customers of more than one HomeServe business. For example,
Membership subscribers may use on demand Home Experts to access a broader range of trades, or install a
new boiler through HVAC

» Tradespeople can find support and opportunity at HomeServe throughout their working lives, whether as
employees or small business owners

» Partnerships may expand, for example by creating a joint venture in a new geography.
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Our KPIs

Our KPIs are the measures we use to track progress against our strategic priorities and in building our sources of value.
They help us analyse past performance and give us insight into future prospects.

Affinity partner households (m)

Tracks the growth in our addressable market
delivered through existing and new partnerships
with utilities and municipals.

109
102
92
85 89
FY14 FY15 FY16 FY17 FY18

Retention rate

Reflects our ability to deliver fit-for-purpose
products and great service to our customers.

83% 83% 83%
. . ' 82% 82%
....... ..
FY14 FY15 FY16 FY17 FY18

Income per customer

Measures our ability to design and market
increasingly valuable products, and sell them
efficiently. Due to currency differences, we track this
measure at a geographic level.

2000

+5% -12%* +6% +57%
UK North America France Spain

FY18 vs FY14

* Reflects rapid growth and changes in mix

Adjusted profit before tax
Is our key profit measure, by which we monitor
business growth, efficiency and sustainability.

41.

FY18

93.0
84.1 85.4
FY14 FY15 FY16

Customers (m)

Tracks our success in converting our addressable
market into revenue-generating customers, by
delivering great products and service.

8.4
7.8
7.0
6.3
5.5
FY14 FY15 FY16 FY17 FY18
Policies (m)

Illustrates our ability to grow our product line
through customer focus and innovation.

14.3
e 12.8
10.9
FY15 FY16 FY17
Tradespeople ('000)
Our customers in our Home Experts business.
Growing our network of vetted and reviewed

tradespeople will enable us to meet consumer
needs and grow our business.

29 29
25
22
FY17 FY18 FY17 FY18

Habitissimo Checkatrade

Net debt to EBITDA

Our key cash ratio, which we use to monitor
usage of our financial resources within agreed risk
parameters.

FY14 FY15 FY16 FY17 FY18

Further details on KPIs including calculations can be found in the glossary on page 209.
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Strategic priorities

The following strategic priorities are pursued in all of our segments and support our four global business lines. These
priorities will retain and advance our existing core strengths and ensure we approach future growth initiatives with the
appropriate focus to meet our vision to become the world's most trusted provider of home repairs and improvements.

Invest in our people

hips

long-term affinity
parentes

Manage and extend

of tradespeople

e
S
o
3
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@

Innovate and
digitise

Deploy our financial
resources

0 Overview
1

1
1
1
1
1
1
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We recruit and retain the right people in the right roles to ensure we
have the expertise to meet both regulatory requirements and the
exacting and changing needs of our customers. Detailed succession
plans and fulfilling careers will lay the foundation to take advantage
of the opportunities in our four business lines.

Risks: Regulation and customer focus (8), Recruitment and talent (9)

We have active business development exploring new partnerships
and we will continue to evaluate and seek to renew our existing ones.
Our North American pipeline is particularly strong and we expect to
complete tranche 2 of the DPS acquisition in autumn 2018.

We intend to enter new territories by agreeing joint ventures with utilities.

Risks: Market disruption (1), Commercial partnerships (2),
International development (3)

Managing a large claims network and ensuring we get the right
tradesperson to the right place at the right time is one of our core
strengths and a key barrier to entry. We optimise our Membership
networks for subcontractors and directly employed engineers. We
will recruit and grow our Home Experts tradespeople.

Risks: Market disruption (1), Recruitment and talent (9)

Our customers, partners and tradespeople continue to demand
greater interaction online. We are committed to providing the
smoothest customer experience and to developing products
that complement our existing businesses and meet the changing
demands and needs of our customers.

Risks: IT investment (10), Digital and innovation (11)

HomeServe has a disciplined approach to financial resource
management and all investment decisions are assessed against strict
criteria. Capital projects will drive a better customer experience and
ensure we scale efficiently. We have options to acquire customers
organically through successful marketing programmes and we have
proved that we can integrate complementary bolt on M&A effectively
in our membership business.

M&A also presents an opportunity to accelerate our progress in newer
business lines such as Home Experts or HVAC.

Risks: Financial (12)

0 Results

[ glassdoor

BEST
PLACES
tolork

FY18: 5,855 employees
(FY17: 5,008 employees)

KPI(s): Customers

FY18: 570+ partners
(FY17: 500+ partners)

KPI(s): Affinity partner households

FY18: 7,000+ engineers & franchisees,
58k Home Experts

(FY17: 5,400+ engineers & franchisees,
46k Home Experts

KPI(s): Tradespeople

KPI(s): Policies

Y 4
@7 Electrogaz

Une société HomeServe

The boiler people

KPI(s): Financial metrics including adjusted
PBT and net debt: EBITDA
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-0 Update

In 2017 we established a People Committee chaired by our Senior
Independent Director and we appointed a Director of Group
Talent to ensure this receives the required focus. We value the
efforts of all of our staff and are proud of the employer awards we
win.

o For more detail on our people priorities see page 22

We sign the majority of our new partnerships in North America
and in FY18 we were pleased to sign Octopus Energy and E.ON in
the UK presenting an exciting opportunity in the energy space. We
continue to renew partnerships in all of our businesses. With such
a wide portfolio of partners there will now inevitably be a small
degree of churn but we will seek to grow the overall base.

0 Our Operating review begins on page 34

Our Membership businesses completed over 2.6m jobs in FY18.
Our 100% ownership of Checkatrade has enabled us to commit
financial backing to grow the network more quickly e.g. by
allowing monthly rather than annual payments. Habitissimo
generated a record number of leads and is developing product
and pricing initiatives to grow their networks.

0 Our Home Experts initiatives are detailed on page 44

More customers are choosing to purchase, manage and claim
online. A new App has proven popular in the UK and our
development of a wifi LeakBot will provide greater reach and scale.
Our plans to develop an online, on demand Home Experts solution
were boosted by accelerating our 100% ownership of Checkatrade
and will enable us to reach a more tech-reliant demographic.

0 LeakBot and Home Experts detail is in the Operating
review beginning on page 34

We continue to manage resources effectively and evaluate
investment opportunities. Having completed significant
programmes in recent years we now see capital expenditure
reducing in the near term. We will continue to evaluate M&A
opportunities.

© oOur financial review begins on page 46

0 How this helps achieve our vision

Ensuring our people are skilled, experienced and
have the opportunity to develop their own careers
is fundamental to HomeServe's success. Talented
people who embrace our values and our sharp
customer focus will drive the business forward.

Our partnerships are a key competitive barrier

to entry. Growing our businesses in existing
territories and expanding to new areas with utility
brands that customers recognise and trust is
fundamental to realising our growth ambitions in
Membership.

We will extend our reach and broaden our
product offering in all countries in which we
operate. Large networks of skilled and reliable
tradespeople and easily accessible, independent
online customer reviews will increase consumer
trust and satisfaction.

A wider reach and high customer trust and
satisfaction is only possible if we provide solutions
that meet the changing needs of consumers.

Strong financial management and investment
discipline will ensure we are well placed to

be able to take advantage of our growth
opportunities.



Fix it ... better than patching it up \ T
HomeServe's commitment to offer customers the best technic ion.. ¥ ~

"My wife and | have small children. This is the main reason why we signed up to a water leaks = b
policy with HomeServe. Just a few months after.we subscribed, we had to call them up because ;
of a massive water leak. We were pleasantly surprised by:HomeServe's handling of this emergency:
they reacted fast and we really appreciated the efficiency of th?’engineers. We got our water
supply back in no time and we were able to get on with our family life. A year later, the same pipe

sted changing the
ipe. This was a more
e paid. We didn't have

"

sprang another leak. HomeServe sent an engineer round quickly, and he s
pipe rather than patching it up, to avoid further problems with the dama
complex, more expensive option: it cost over 1000 Euros which Home
to pay a thing! Even better, we can now be sure that the problem has
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Comment HomeServe s'‘engage a toujours
proposer la meilleure solution technique
a ses clients.

“Ma femme et moi avons des enfants en bas-age.
C'est notamment pour ca que l'on a pris un contrat fuites
d'‘eau chez HomeServe. Quelques mois seulement apres
avoir souscrit j'ai du les appeler pour une grosse fuite.
Nous avons eu une belle surprise en constatant la grande
maitrise de l'urgence de HomeServe : l'intervention a été
rapide et nous avons appréecié l'efficacité des prestataires.
Lalimentation d'eau a été rétablie rapidement et notre vie de
famille a pu reprendre son cours rapidement.
Un an plus tard, une seconde fuite s'est déclarée sur la
méme canalisation. HomeServe nous a envoyé un
prestataire rapide-ment qui a préconise un changement de
canalisation plutdt qu'un simple colmatage pour éviter de
\ futures pannes sur la partie vétuste. Une option plus complexe
et plus coulteuse : plus de 1000€ que HomeServe a pris en
charge entierement. Nous n‘avons rien eu a payer ! Mieux, nous
_am 2vonseu lassurance que le probleme était définitivement reégle.”
M. R. Guessas, Vénissieux
France

Discover how life keeps moving for our Customers at homeserve.com/customerstories
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Our corporate responsibility
objectives support our vision and
help bring our corporate values to
life. They focus on four areas:

1. Putting Customers at the heart of
everything we do by ensuring that
customers are treated fairly and
that we provide the high levels of
service expected of us

2. Giving our People the opportunity
to work in an environment which
values innovation, integrity and
professionalism, rewards success
and encourages responsibility and
accountability.

3. Using our skills and resources
to drive a positive Social impact
for the benefit of the wider
community and support and
encourage employee involvement
in charitable activities.

4. Having regard for our
Environment, ensuring we use
resources wisely and efficiently
to lessen our own impact and
encourage awareness in others
wherever.

T
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’ _ Our business model and strategy
aim to create value and build
relationships with all of our key
stakeholders; customers, partners,
tradespeople, employees,
communities and investors. Our
approach to corporate and social
responsibility is also largely people-
centric.

R

e

1,

—

O see page 5 for our global values.

O see page 14 for more information
We are committed to developing and implementing a on our principal stakeholders.
successful corporate and social responsibility programme

that benefits key stakeholders. We believe that a

successful business must also be a responsible business.
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HomeServe's impact

Our business model on page 12 lists
the sources of value which are key to
HomeServe's success. In developing
these sources of value, Homeserve

is respectful of its wider impacts and
responsibilities with regards to social,
community and environmental
matters. Our business model is not
believed to present a significant risk
in any of these areas.

People are fundamental to

our ongoing success and their
recruitment and development is one
of our principal risks on page 32.
Addressing this risk and developing
sources of value such as our

local contractor networks places
HomeServe in a unique position to
be able to have a positive impact on
the communities and environment
around us. Our strategic initiative

to innovate (pl6) may also generate
positive environmental impacts e.g.
reducing water loss through LeakBot
or improving energy awareness

and usage through smart boiler
technology.

Policies
Detailed policies can all be found on
our website for;

e Anti-Fraud and Bribery
*  Whistleblowing
+ Code of Business Conduct

* Environment and Health & Safety

© http://www.homeserveplc.
com/about-us/corporate-
governance/policies.aspx

All Membership businesses were
deemed compliant with these
policies throughout FY18. Our
recent acquisitions of Help-Link
and Checkatrade in the UK and

Electrogaz in France did not form part of any detailed reviews. Due diligence
procedures completed as part of the acquisition processes did not highlight
any concerns and all businesses are expected to adopt and comply with
HomeServe's policies in FY19.

The Group did not have an approved policy on Human Rights, however
we endeavour to demonstrate respect for all people our business touches
either directly through our customers, employees and other stakeholders
or indirectly throughout our supply chains. A policy will be developed and
implemented during FY19.

Customers

Our Customer Promises demonstrate our commitment to our customers.

The promises exist in all of our businesses and are embraced by all levels

from the front line to senior management and the Board. Our employees are
empowered to always do the right thing along every step of the customer
journey and we have fostered a culture which places the customer at the heart
of our operations. We value our reputation and we continue to win awards for
high levels of customer service in all of our businesses.

Our UK Customer Promises

Before a Customer joins
WEe'll make it clear what they're buying and
what it will do for them

When a Customer joins
We'll tell them how much they're paying,what that buys them
and how to claim

When a Customer becomes a member
We'll make life easy for them

When a Customer makes a claim
We'll solve their problem quickly and easily — their
emergency is our emergency

If a Customer isn’t happy
WEe'll listen, say sorry and put things right wherever
We can, as soon as we can

—~————
w reevoo®s
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Corporate & social responsibility

continued

People

HomeServe's continuing success
is reliant on having the best people
in all areas of our businesses. A
customer focus runs through our
recruitment and development
processes ensuring all employees
share the same purpose.

Our people are considered for
employment, training, career
development and promotion on the
basis of their abilities and aptitudes,
regardless of physical ability, age,
gender, sexual orientation, religion
or ethnic origin. Our gender splitin
FY18 across the Group was 54:46
(FY17:55:45) (Male:Female) with

a team of over 5,800. We apply

fair and equitable employment
policies and these ensure that

entry into, and progression within,
the Group is determined solely by
the fair application of relevant job
criteria and by personal ability and
competence. We actively promote
the career development of our
employees with talent development
a specific focus in FY18. Full and

fair consideration (having regard

to the person's particular aptitudes
and abilities) is given to applications
for employment and the career
development of disabled persons.
We will take all practicable steps to
ensure that if an employee becomes
disabled during the time they are
employed, their employment can
continue. We continue to review
both performance and potential as a
key part of our annual performance
management, career development
and succession planning processes.

We use a range of regular
communication channels to keep
employees briefed on the Group's
strategic and financial progress
and any ongoing initiatives that

may affect them. This is a two way
process and employees are actively
encouraged to share ideas and
opinions with senior management
on HomeServe's internal social
media platforms or confidentially
through “suggestion boxes”. All
local CEOs also encourage staff of
all levels to attend 1-2-1s with them
to discuss anything from product
improvement ideas to individual
career progression.

There is a Group wide employee
share scheme — "One Plan” in which
all employees are able to participate
and to share in HomeServe's success.

Talent

Developing our global talent strategy
has been a key focus during FY18
with a plan in place to drive the
attraction, growth and retention of
talented employees with the right
capabilities to deliver our growth
strategy. During FY18 a Group

Talent & Development team was
established, focused on building a
solid foundation for a global talent
agenda. The plan was approved by
the newly formed People Committee
in January 2018.

Central to our work is defining

the '"HomeServe Way' which
describes the 'DNA’ of successful
HomeServe Senior Leaders in terms
of knowledge, skills and attitude. This
is being developed in partnership
with the Executive Committee, and
provides a clear and consistent
framework for hiring, developing and
promoting the right people within
our most senior population.

Itis especially important to
HomeServe that we have the right
level of diversity responsible for
our strategic thinking and decision

making. As in many organisations
women are currently under-
represented at HomeServe's senior
levels. At these levels our data
shows that 25.5% of our most senior
leadership roles globally and 18.2%
of our Executive Committee roles
and their direct reports are held

by women. Whilst this is a good
representation, there is more to

do to improve this, in particular
ensuring that talented womenare
appropriately recognised and
represented on succession plans
for roles that sit on the Executive
Committee and on our Board.

Diversity

Ensuring that our future senior
leadership team better reflects

the diversity of the markets we

serve and the people we employ is
now a key objective of our global
talent strategy. A diversity ‘lens’

will be incorporated into the way
we hire, develop and promote our
senior talent globally, and we are
committed to reporting the resulting
impact that this makes in our Annual
Report going forward.

The primary principle behind the
planis to ‘widen the gate — not lower
the bar’, and like many organisations
we are starting this journey by
focusing on a plan to drive increasing
levels of gender diversity, both

within our current senior leadership
team and the succession ‘pipeline’
that sits beneath this. We recognise
that diversity is much broader than
gender, but believe that achieving
sustainable traction in this critical
area of talent will give us strategies
that can be applied more broadly to
ensure we release the talent of every
employee.
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Gender Pay

Under UK legislation we reported our required gender pay data for our UK operations in March 2018. The gender pay
gap is the difference in the average hourly wage of all men and women across our workforce. HomeServe has always
had equal pay for equal roles in all of its businesses, however, like many companies we have significant progress to
make to address the balance of our gender pay. We are committed to making improvements in this area with the
People Committee engaged to oversee a number of initiatives to improve all diversity, not just gender. These can read
about on our UK website at https://www.homeserve.com/~/ media/uk/documents/gender-pay/ gender-pay-2017-

final.pdf.

In March 2018 we reported our gender pay gap for our UK operations. Our UK pay is distributed e o

across four equally sized quartiles as follows.

46.5% 53.5% 53.4%  46.6%

Lower middle Upper middle

Across the whole HomeServe Group, our gender split in FY18 was 54:46 (FY17: 55:45) with a team of over 5,800

employees as detailed below.

Male Female Total
Total employees at 31 March 2018 3,134 2,712 5,846
Total employees at 31 March 2017 2,879 2,363 5,242

Regarding our senior leadership teams, our gender splits were as follows:

Population % Female External Benchmark*
Plc Board (Executive & Non Executive Directors) 18.2% 22.8%
Executive Committee 0% 16.6%
Executive Committee & their direct reports 25.5% 24.0%
Global Senior Leadership team 29.6% N/A

*The external benchmark used is the Hampton Alexander report 2017, FTSE 250 data. This outlines a target of 33% female by 2020 for FTSE250 Boards & Executive & Direct

Report Teams
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Corporate & social responsibility

continued

Social

We are committed to local causes
that our employees feel passionate
about and that make a positive
contribution in the communities in
which we work and they live. Our
People are also rewarded for the
time they give to their community
and we encourage our People to
volunteer and support their local
communities.

Our business model and our sources
of value - in particular our people
and tradespeople networks - place
us in a unique position to be able to
use our skills around the home to
help our communities and many of
our community projects focus on
this area.

The UK has four principal
engagement programmes - iServe,
CommunityServe, BuildServe and
TeamServe. These are various
incentive programmes for people
who volunteer their personal time,
support local schools, participate
in initiatives that use our practical
engineering and DIY skills, and
opportunities for departments or
teams to support local causes they
feel passionate about.

Our international businesses have
also established programmes

to encourage all employees to
participate in activities they feel
passionate about for the benefit of
their own communities. This year

We have completed a number of
projects in local communities in all

of our businesses using engineer and

office staff skills.

UK
We have participated in five BBC TV DIY SOS Big Builds.

Spain

Our Spanish team cares passionately
about environmental impacts with
specific targets to reduce paper and
print usage. 90 volunteers participated
in a reforestation day in Madrid,
planting 120 trees towards offsetting
the impact of our Spanish offices’
paper consumption.

France

HomeServe France has been building a major charitable partnership
with the “Habitat & Humanisme"” foundation (H&H) since 2014 helping
less privileged people and their housing. Amongst various initiatives this
year were a series of running events to raise awareness and funds for the
foundation.
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North America

Much of North America’s

CSR programme also focuses
on housing needs and

utilising our core skills. The
"HomeServe Cares” programme
helped 33 disadvantaged
homeowners receive over
$90,000 in urgent repairs
across territories in Baltimore,
Maryland and Birmingham,
Alabama. The ongoing “jeans
pass” programme in which
HomeServe matches employee
donations in return for a simple
opportunity to dress more
casually in the office also

raised much needed funds to
aide disaster relief following
hurricanes Harvey, Irma and
Marie, which all had widespread
impacts on homes and housing.

Environment, Health & Safety
Health, safety, well being and
environmental guardianship

remain central to everything we

do. All of our businesses comply
with ten guiding principles for
occupational health and safety and
for environmental management. We
focus on safe working environments
for employees in all areas of our
business whether they are routinely
office based or, for example,
engineers working in our customers'’
homes. Our employees are
supported in all aspects of their work
and we strive for zero work-related
injuries and illnesses.

Johnathan Ford, Group Chief
Operating Officer is the director
responsible for environment, health
and safety matters.

Following a review of our policies
and procedures we have introduced
a new Group Health, Safety and
Environment policy into which

all our businesses are aligned,

the HR directors lead Health and
Safety matters in each business
and are responsible for the policy
execution, except in the UK where
the responsibility is with the Chief
Risk Officer.

Intra company Safety benchmarking
remains strong and both accident
frequency rates and lost time

injury rates are used to compare
and monitor the safety culture and
levels of engagement across the
businesses.

Across the group we have continued
to see a positive trend in the
reduction of accident and incidents
in FY18 and as a result the amount of
lost time because of injury. Because
of our growth in our Heating,
Ventilation and Air Conditioning
businesses alongside our growth in
Gas policies within the UK, this has
resulted in an increase of directly
employed engineers grow, we have
continued to increased our focus

on Health and Safety through more
resources and support for our service
operations areas.

The UK has continued to review

its operating procedures and has
actively undertaken employee
campaigns and training to further
raise health and safety awareness
especially the reporting and
recording of near misses. It has also

promoted the health and wellbeing
of employees through various
campaigns and awareness sessions
e.g. benefits of exercise and quit
smoking sessions.

France has seen a significant
reduction in the number of work
related accidents with an increased
focus on employee education
through the implementation of new
‘e-learning’ for all employees and
training on the prevention of road
risks for employees.

The US has continued to see an
improvement to both the number
of injuries and severity of injuries
throughout the year, this is due to
the multi-faceted safety programme
launched in FY17 which focused

not only on awareness & training.
Part of the US team (South Jersey
Energy Service Plus team) achieved
the National Safety Council's Perfect
Record Award of 60,000 hours with
no work time loss incidents

In Spain the accident rate continues
to be low, HomeServe Spain
continue to raise awareness through
campaigns regarding road safety

to prevent accidents to and from
the place of work. In addition, they
have undertaken additional activity
regarding Fire Risk Management
with a review of the fire evacuation
processes across the offices and
additional fire drills.

There has been no prosecution or
other enforcement actions taken

in respect of our business by any of
the health, safety or environmental
regulators
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Principal risks and uncertainties

HomeServe has a robust risk management framework
which encompasses the Group's risk policy and overall
risk appetite. The framework provides a disciplined and
consistent approach across all of HomeServe's business,
ensuring a structured response at all levels throughout
the Group and across all businesses and geographies, to
capture monitor and mitigate risk.

» The Audit & Risk Commiittee is chaired by one of the Non-Executive
Directors and is composed of independent Non-Executive directors.
The internal and external auditors, the Chief Financial Officer, the Chief
Executive Officer and the Chairman are invited, but are not entitled, to
attend all meetings. Where appropriate, other Executive Directors and
managers also attend meetings at the Chairman’s invitation. The external

and internal auditors are provided with the opportunity to raise any matters

or concerns that they may have, in the absence of the Executive Directors,
whether at Committee meetings or, more informally, outside of them.

The Audit & Risk Committee advises the Board on risk appetite and risk
strategy, maintains the quality and effectiveness of risk management
processes under review and receives regular reports from the Group Risk
Committee.

» The Group Executive Risk Committee is chaired by the Group Chief
Financial Officer, it is composed of the Executive Directors and other
representatives of each of the Group businesses. The Committee reports
to the Audit & Risk Committee. The Board retains the responsibility for the
overall evaluation of the Group's risk management processes.

» The Group Risk Management Team proposes the risk framework
across the Group and supports the businesses with the implementation,
monitoring of the risk maturity and progress of everyday risk management
across each business in the Group.

Strategic risks are specific to HomeServe's business model and strategy
and may pose a fundamental challenge to its future prospects. They include
decisions made and actions taken, or indeed not taken, by the Board to

determine HomeServe's direction and positioning within the home repairs and

improvements market in multiple geographies.

Operational risks relate to failure in HomeServe's processes. Examples
include human error, system failure, failure to comply with prevailing legal
and regulatory frameworks etc and may lead to, amongst others, business
interruption, financial losses and reputational damage.

Financial risks relate to an inability to secure an adequate amount or
appropriate mix of short-term and long-term funding (from capital and debt),
failure to comply with debt covenants or failure to allocate or invest capital
appropriately or on a timely basis.

All risks could negatively impact
HomeServe's success or reputation
and together have the potential to
lead to reduced profitability, higher
cash outflows, reduced cash inflows
and ultimately lower returns for all
stakeholders including employees,
partners, creditors and shareholders.
HomeServe's robust risk management
framework ensures that risks do not
go unchecked and controls and
mitigations are put in place to reduce
exposure and promote the continued
success of the business.

Risk registers are maintained by the
management of each business and
are reviewed by the Audit and Risk
Committee at each of its meetings.
Risks are scored on a gross basis
following a standard framework
according to likelihood and impact
and are reduced on a net basis after
consideration and application of
relevant mitigations and controls.

Changes in Principal risks in FY18
As the largest business line in each
geographic segment, Membership
forms the spine of HomeServe's
strategic risks and there is
considerable overlap with the other
three areas; Home Experts, Smart
Home and HVAC. As a result, the
substance of the majority of the
strategic risks remains unchanged
since the prior year. However, the
crystallisation of four distinct areas
to support HomeServe's vision to be
the world's most trusted provider of
home repairs and improvements has
leant additional emphasis to certain
areas and risks have now been
categorised to provide further clarity.
Operational and financial risks also
remain largely unchanged.
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Principal risks and uncertainties Strategic risks
1. Market disruption
o 2. Commercial partnerships
3. International development
4. M&A strategy
e 5. HVAC Integration

I Operational risks
, 00

6. IT & Cyber Security

g( ey 27 7. Underwriting Capacity and
e .
- Concentration

Impact

8. Regulation & Customer Focus

1 7’
% -7
@ @L e NEW 9. Recruitment & Talent

@ 10. IT Investment
11. Digital & Innovation
NB. Financial risks (12) are not scored
Likelihood - — = = > Movementin FY18

The table below sets out what the Board believes to be the principal risks and uncertainties facing the Group, the
mitigating actions for each, and an update on any change in the profile of each risk during the past year. All risks carry
equal importance and weighting for the Board, however additional focus and priority may be given to specific risks for
a period of time in certain circumstances e.g. following a material acquisition or to implement plans to reduce any risk
which exceeds the appetite threshold.

The principal risks and uncertainties below should be read in conjunction with the Business Review and the Financial
Review. Additional risks and uncertainties of which HomeServe is not currently aware or which are believed not to be
significant may also adversely affect strategy, business performance or financial condition in the future.

1. Market Disruption (Strategic risk)

There are a number of competitors providing similar products and services in HomeServe's existing markets. There
is the potential for competitors to expand into other geographies and for new entrants to introduce new products or
new technologies that erode HomeServe's market share.

Over time market disruption may have a negative impact on KPIs such as customers and policy retention rates.
Net income per customer may decrease if HomeServe is forced to reduce prices to retain market share and affinity
partner households may reduce if a partner were lost to a competitor or decided to offer competing products in-
house.

FY18 update

HomeServe's acquisition of 100% of Checkatrade in FY18 and 70% of Habitissimo in FY17 marked an entry into the
online home repairs and improvements sector. As one of the few remaining industries to undergo a substantial shift
online there are a number of companies exploring opportunities in this sector. There have been no new competitive
entrants in Membership.

Mitigation(s)

HomeServe believes that home assistance cover and the online model as offered by Checkatrade serve different
customer demographics and needs so there is little cannibalisation expected of the existing 8.4m membership
customers and it should not interfere with growth plans for that area of the business.
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Principal risks and uncertainties
continued

2. Commercial Partnerships (Strategic Risk)

Underpinning HomeServe's success in its chosen markets are close commercial relationships (affinity partner
relationships) principally with utility companies, and municipal utility providers. The loss of one of these relationships
could impact HomeServe's future customer and policy growth plans and retention rates. Similarly growth plans,
particularly in North America, are focused on signing new partners to extend reach and provide new marketing
opportunities to grow the business.

FY18 update

HomeServe's North American business signed over 100 partners in FY18 and received Hart-Scott Rodino competition
clearance for the Dominion Products and Services Inc. (DPS) policy book acquisition. Tranche 1 completed on 18
December 2017 and tranche 2 is expected to complete in autumn 2018, bringing additional partner opportunities.

In the UK HomeServe signed new deals with E.ON and Octopus Energy and HomeServe continues to work

with key partners in France. In Spain the current partnership with Endesa draws to a close in the coming weeks.
Discussions continue to define a future relationship, which could be a non-exclusive claims handling and service only
arrangement. This would enable HomeServe to enter discussions with other energy companies. The net effect of not
marketing with Endesa is expected to have no significant impact on adjusted operating profit in Spain over the next
two years.

Mitigation(s)

With over 570 partners across the Group it is inevitable that HomeServe or a partner may choose not to renew a
partnership as circumstances and priorities change. With wider portfolios of partners in the UK and North America
this is less of an issue. Where relationships are more concentrated e.g. France and Spain HomeServe regularly
monitors partnerships and maintains frequent two-way dialogue. The majority of partnerships are secured under
long-term contracts which HomeServe will often seek to proactively renew prior to the end of the contract term.

3. International Development (Strategic Risk)

Part of HomeServe's stated strategy is to pursue opportunities to expand into new geographies via a joint venture
with a utility partner. There is a risk that this strategy is not executed due, for example, to an inability to find a suitable
partner. As a consequence HomeServe may incur investment in management time and company resources that does
not provide a return. There is also the risk that a partner may be signed and at a later date either the partner or the
geography are found to be inappropriate.

If no new geographies are entered, there will be slower progress in increasing Affinity Partner Households and there
may be a decline in other KPIs and profitability generally if management time and resource becomes strained.

FY18 update
HomeServe continues to explore international development opportunities. As yet no firm agreement has been
reached but there remains a pipeline of active partner discussions.

Mitigation(s)

HomeServe conducts thorough market research on all potential geographies and will only enter those perceived
as lower risk on the basis of micro and macro factors including, amongst others, corruption index, ease of doing
business, quality of housing stock, quality and experience of potential utility partners. A dedicated International
Development team ensures sufficient management bandwidth for the overall business.
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4. M&A strategy (Strategic Risk)

HomeServe has increased its M&A activity in recent years as a means to accelerate a number of strategic goals e.g.
partner and customer growth in North America, customer acquisition in the UK. There is a risk that HomeServe
overpays for transactions or underestimates the time and resource required to integrate new businesses, potentially
leading to lower than anticipated cash inflows and revenue, increased costs, reduced profitability and an increased
likelihood of impairment. By contrast a successful M&A strategy should diversify risk by, for example, introducing new
partners and channels, increasing profitability and should lead to increases in KPIs such as customers and policies.

FY18 update
During FY18 HomeServe completed a number of acquisitions, the largest of which were the policy book of DPS in
North America, the remaining 60% share of Checkatrade and Help-Link in the UK.

Mitigation(s)

HomeServe conducts thorough due diligence and consults with experienced advisers when considering any
transaction. The Group has strict investment hurdles and all transactions are expected to clear these. All transactions
are subject to local Board approval with Plc Board approval required for all material transactions. There are dedicated
transformation and integration teams in all businesses and HomeServe may seek to retain key management and
personnel to provide greater surety around the achievement of the associated investment cases.

5. HVAC Integration (Strategic Risk)

The acquisition and integration of smaller HVAC businesses is a way to accelerate HomeServe's progress in this
business line. As distinct from the M&A risk listed above, the integration risk relates specifically to integrating the
HVAC businesses with HomeServe's existing Membership businesses and its ability to provide HVAC products, like
installations, to Membership customers and also provide HVAC customers with Membership products. Failure to
integrate businesses quickly and effectively could increase cost, resulting in failure to achieve predicted revenues and
potentially lead to impairment.

FY18 update
There has been an HVAC acquisition in each of the UK and France.

Mitigation(s)

There are dedicated teams in each business tasked with business change and transformation and ensuring
businesses are integrated and their subsequent performances are appraised. The single acquisitions in the UK and
France will enable a blueprint for successful integration and best practice for any further similar acquisitions.
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Principal risks and uncertainties
continued

6. IT & Cyber Security (Operational Risk)

In line with other businesses HomeServe is subject to the increased prevalence and sophistication of cyber-attacks
which could result in unauthorised access to customer and other data or cause business disruption to services.

A successful cyber attack might have a significant impact on reputation, reducing the trust that customers place

in HomeServe and could lead to legal liability, regulatory action and increased costs to rectify. A lapse in internal
controls and a subsequent data breach or loss would have a similar impact.

Total customer numbers and policy retention rates may reduce and partners may terminate affinity relationships if
they perceive customer data to be at risk.

FY18 update

Managing this risk remains a key area of focus and a high priority. A permanent Group Chief Information Security
Officer to oversee information security strategy and governance across the Group is now in position. HomeServe has
a dedicated role responsible for information security in each business and during the year, defined an Information
and Cyber Security Strategy to focus improvement activities over the next 4 years. HomeServe continued to
complete cyber audits as part of its annual assurance plan and will continue to do so in FY19.

General Data Protection Regulation (GDPR) regulation introduces wide ranging changes affecting data protection
and data privacy. A Group initiative has been led by HomeServe's Data Protection Officer to ensure compliance
ahead of the 25 May 2018 enforcement date.

Mitigation(s)

HomeServe has a number of defensive and proactive practices across the Group to mitigate this risk. There is a
detailed information security policy, which is communicated across the Group and training is provided as required.
Regular penetration testing is in place to assess defences and HomeServe continues to invest in IT security, ensuring
a secure configuration, access controls, data centre security and effective communication of policies and procedures
to all employees.

7. Underwriting Capacity and Concentration (Operational Risk)

The Membership business line markets and administers policies that are underwritten by independent third party
underwriters. HomeServe acts as an insurance intermediary and does not take on any material insurance risk. If
underwriters were unable or unwilling to underwrite these risks and HomeServe were unable to find alternative
underwriters it would require the risk to be underwritten directly, thereby exposing the business to material insurance
risk, which is contrary to its preferred operating model. Obtaining relevant regulatory approvals for a new underwriter
may take time, leading to business disruption. A material change in the operating model would also drive a change

in accounting policy that could affect short term profitability. Customer numbers and retention rates may fall if
customers experience reduced service levels or are not covered throughout any period of disruption.

FY18 update
Underwriting capacity was increased in FY17 with additional underwriters added in North America, France and Spain.
There have been no new relationships entered into this year but all existing relationships remain strong.

Mitigation(s)

Regular meetings take place in all territories to review and understand underwriting performance and to
accommodate growth in the customer and policy books as a result of M&A activity. With the exception of the UK,
HomeServe works with a number of different underwriters so is not materially dependent on one sole provider. In
the UK where there is one main underwriter, HomeServe maintains relationships with a number of other underwriters
who are willing and able to underwrite the business. HomeServe undertakes regular reviews with all underwriters to
ensure that current product performance and trends are understood.
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8. Regulation & Customer Focus (Operational Risk)

HomeServe is subject to regulatory requirements in each of its markets, particularly relating to product design,
marketing materials, sales processes and data protection. Failure to comply with regulatory requirements in any of its
countries could result in the suspension, either temporarily or permanently, of certain activities.

Much regulation is intended to protect the rights and needs of consumers and failure to adhere to the high
expectations customers have for HomeServe could lead to reduced retention and higher customer losses.

In addition, legislative changes relating to partners may change their obligations with regard to the infrastructure
they currently manage and hence the products and services HomeServe can offer to customers. It is possible such
legislative changes could reduce, or even remove, the need for some of HomeServe products and services.

HomeServe is also subject to wider regulation concerning companies outside of its industry including e.g. anti-
corruption, anti-fraud and bribery, modern slavery etc. Specific policies can be found at http://www.homeserveplc.
com/about-us/corporate-governance/policies.aspx.

FY18 update

New regulation came into effect in the UK in FY18 affecting the whole insurance industry, which requires companies
to disclose prior year prices on customer renewal documents. HomeServe has ensured all renewal documents are
compliant and changes were made in line with the required timescale.

The Insurance Distribution Directive (IDD) is a further piece of EU-led regulation affecting all of HomeServe's
European businesses, applied from February 2018 and requiring that all sales adequately assess and demonstrate
customer demands and needs for HomeServe's products. Steps have been taken in each of the UK, France and Spain
to ensure full compliance.

In the prior year the primary regulator in the UK, the Financial Conduct Authority (FCA), reduced the intensity of its
supervision. The reduced level of supervision has continued throughout this financial year.

Mitigation(s)

HomeServe believes that regulation has a positive impact on the business and encourages a culture that promotes
customers’ interests and will improve HomeServe's prospects over both the short and long term. HomeServe
complies with local regulation in all of its businesses as a minimum but will also seek to take best practice from one
business and apply it to all others.

HomeServe has regulatory specialists, compliance teams and Non-Executive Directors in each of business to help
ensure that all aspects of the legislative regime in each territory are fully understood and adopted as required.

Specifically in the UK, HomeServe maintains regular dialogue with the FCA, while in North America there is regular
contact with the Attorneys General. In other businesses, dialogue is maintained with local regulators.

HomeServe keeps up to date with changes in government and regulatory policy, which ensures that products and
services are designed, marketed and sold in accordance with all relevant legal and regulatory requirements and that
the terms and conditions are appropriate and meet the needs of customers.
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Principal risks and uncertainties
continued

9. Recruitment & Talent (Operational Risk)

HomeServe's ability to meet growth expectations and compete effectively is, in part, dependent on the skills,
experience and performance of its personnel. The inability to attract, motivate or retain key talent could impact
overall business performance.

FY18 update
HomeServe continued to enjoy growth throughout FY18. The Group is larger than 12 months ago and engaging
skilled personnel remains of utmost importance.

Mitigation(s)
Employment policies, remuneration and benefits packages and long-term incentives are regularly reviewed and
designed to be competitive with other companies.

Employee surveys, performance reviews and regular communication of business activities are just some of the
methods used to understand and respond to employees’ views and needs.

Processes are in place to identify high performing individuals and to ensure that they have fulfilling careers, and
HomeServe is managing succession planning effectively. A Director of Group Talent was appointed in FY18, looking
at how HomeServe develops and promotes its best talent and future leaders.

10. IT Investment (Operational Risk)

The Group relies on several key systems to manage its customer interactions. Appropriate and timely maintenance
and investment is required to ensure systems continue to meet the changing needs of the business and its
customers. Failure to invest appropriately to manage customer interactions and provide high quality service may
result in lower retention and higher customer losses. There is also a dependence on quality ‘back-office’ systems
and any failure in those may lead to business interruption and could jeopardise the ability to analyse performance
indicators and react to any trends. Over investment in any new initiatives could see investment outweigh future
benefits and lead to impairment.

FY18 update

The UK continues to develop its replacement customer management system. This is a significant project intended to
deliver an improved customer experience and a number of marketing opportunities and operational efficiencies. Any
significant delays in the project or faults in its design or implementation could adversely impact the intended benefits
and lead to increased costs, reduced revenues and asset impairment.

There has also been investment in the core claims handling and network management software in the UK, North
America and Spain. Such investments enable an effective customer journey and efficient and scalable management
of networks.

Mitigation(s)

All investment decisions are subject to the Group’s strict investment criteria and hurdles. Major IT programmes
are allocated specific governance structures and oversight with members of senior management sitting on the
Programme Board.

HomeServe engages a number of external advisers on large software projects to provide appropriate breadth
and depth of experience and expertise to ensure there is no over-reliance on any one supplier and to support
management in project delivery.
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11. Digital & Innovation (Operational Risk)

As in other industries, customers in all businesses increasingly wish to engage with HomeServe by digital means:
joining online and maintaining details or making a claim via HomeServe's website and App or posting onto social
media channels such as Twitter and Facebook. If HomeServe is not flexible enough to respond to changing needs,
customers may explore competitor products and choose not to renew. There is also a reputational risk as complaints
logged via social media can quickly escalate if not dealt with in an appropriate and timely manner.

There is also an increasing demand for innovative products in HomeServe's markets and the adoption of ‘Smart
Home' products continues to grow.

FY18 update
A comprehensive HomeServe App was launched in the UK in FY18 enabling customers to manage details, make
claims and explore hints and tips from their smart phone.

HomeServe owns a stake in tado®, a smart thermostat manufacturer and developed a wifi version for its smart water
leak detector “LeakBot" in FY18.

Mitigation(s)

HomeServe continues to review and respond to customer comments and needs and customers are offered a
number of channels through which they can engage with HomeServe: telephone, website, Digital Live Chat, paper,
email and social media. The developing Home Experts business also offers an alternative for customers seeking a
fully digital experience.

The main financial risks are the availability of short-term and long-term funding to meet business needs and take
advantage of strategic priorities such as M&A opportunities, the risk of policyholders not paying monies owed, and
fluctuations in interest rates and exchange rates. Following the UK's decision to leave the European Union the Group
could be subject to higher exchange rate fluctuations.

FY18 update

On 1 August 2017, the Group entered into a new multi-currency revolving credit facility with both existing and

new banking partners. The new terms of the facility provide committed credit of £400m which runs until 31 July
2022 with two one-year extension options, subject to agreement by the banking partners, which would extend
the maturity to 31 July 2024. Loans have variable interest rates linked to LIBOR or EURIBOR. With other funding,
principally from Private Placements, HomeServe had over £270m headroom against its available sources of debt at
the year end.

HomeServe completed a successful £125m equity placing on 19 October 2017 retaining balance sheet strength and
liquidity and providing flexibility for the acquisition of DPS and for future inorganic investment opportunities.

Interest rate risk

HomeServe's policy is to manage interest cost using a mix of fixed and variable rate borrowings. Where necessary,
this is achieved by entering into interest rate swaps for certain periods, in which HomeServe agrees to exchange,

at specified intervals, the difference between fixed and variable rate interest amounts calculated by reference to an
agreed notional principal amount. These swaps are designated to economically hedge underlying debt obligations.

Credit risk

The risk associated with cash and cash equivalents is managed by only depositing funds with reputable and
creditworthy banking institutions. The risk of a policyholder defaulting is mitigated as any policy cover will cease as
and when any premium fails to be paid.

Liquidity risk
HomeServe manages liquidity risk by maintaining adequate reserves and banking facilities and continuously
monitoring forecast and actual cash flows.

Foreign exchange risk

Short term foreign exchange risk is mitigated with the natural hedging provided by the geographical spread of the
businesses. While this will protect against some of the transaction exposure, HomeServe's reported results would still
be impacted by the translation of non-UK operations.
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Financial performance for the year ended 31 March

Statutory operating Adjusted operating
Revenue profit/(loss) profit/(loss)
£million 2018 2017 2018 2017 2018 2017
UK 365.6 326.5 59.3 62.0 61.1 63.2
North America 282.1 227.8 40.5 14.7 48.6 21.2
France 100.0 911 25.1 211 315 271
Spain 141.3 130.2 16.5 13.0 16.6 13.3
New Markets 18.6 16.6 (6.4) (6.1) (4.4) (6.0)
Inter-segment (7.9) (7.2) - — — —
Group 899.7 785.0 135.0 104.7 153.4 118.8
Key Performance Indicators for the year ended 31 March
Affinity partner Customer Policy retention
households (m) numbers (m) rate

2018 2017 2018 2017 2018 2017
UK 26 24 2.2 2.2 79% 80%
North America 55 50 3.6 3.0 83% 82%
France 15 15 11 1.0 88% 89%
Spain 12 12 13 1.3 78% 78%
New Markets 1 1 0.2 0.3 = =
Group 109 102 8.4 7.8 82% 82%

tHomeServe uses a number of alternative performance measures (APMs) to assess the performance of the Group and its individual segments. APMs
used in the Annual Report and Accounts 2018 are non-GAAP measures which address profitability, leverage and liquidity and together with operational
KPIs give an indication of the current health and future prospects of the Group. Definitions of APMs and the rationale for their usage are included on
p209 with a reconciliation, where applicable, back to the equivalent statutory measure.
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HomeServe had a very good year
with strong underlying performance
boosted by strategic acquisitions,
notably in North America with the
policy book of Dominion Products
and Services Inc. (DPS), in the UK
with Help-Link Limited and the AA’s
home emergency policy book and
in France where the acquisition of
Electrogaz marked a first step into
HVAC installations.

Total customers increased to

8.4m from 7.8m and the Group
now has over 570 affinity partner
relationships that provide access to
109m households, up from 102m in
the prior year. Customers continue
to value HomeServe's products and
the Group retention rate remained
strong at 82%.

The continued organic success

of the North American business
allied to the acquisition of DPS

and the successful integration of
Utility Service Partners (USP) saw
North American adjusted operating
profit grow by 129% to £48.6m, as
the Group delivered total adjusted
