ClearDebt

PAYMENT PROTECTION - THE
GENUINELY ETHICAL APPROACH

ClearDebt has just announced an innovative scheme to insure creditors in an IVA
against the risk of a debtor falling sick or being made redundant. ClearDebt itself
is taking out a policy underwritten at Lloyds which will cover all IVAs which it
supervises.

This results in @ much lower cost because administration costs are lower with one
policy than with a multitude of individual policies and premiums can be lower
because firstly there is less risk of adverse selection and secondly the underwriter
uses a slimmer contingency margin on group policies since the variability is
proportionately less.

At a premium rate of 4% it looks an absolute snip compared to the shortfall of
roughly 18% that Debt Free Direct (DFD) reports of contributions paid against
contributions promised (excluding those completing their IVA early because things
have got better).

This is partly because the debtor can recommence payments as soon as he/she
gets back to work and complete the IVA, to everyone’s benefit, partly because the
policy only covers accident, illness, and redundancy that are outside the debtor’s
control and partly because ClearDebt has a better record on failures than DFD.

So there are three major advantages: reduced risk of non-payment leading to less
need for bad debt provisions by the creditors, less worry and stress for a debtor in
an IVA suffering an accident or illness (and stress is likely to make an illness
worse), and fewer lapses or variation orders which inevitably cost time and
money.

I also like the set-up where it is the beneficiary of the policy that pays the
premium - in too many ‘payment protection’ policies the creditor is the
beneficiary whereas the premiums are paid by the creditor which conflicts with a
basic principle of insurance law.

As with ClearDebt’s last innovative service - on re-mortgaging where John Charcol
agreed to waive any fees payable by the Debtor in lieu of paying ClearDebt a
commission, ClearDebt is providing a service for no payment to provide a better
service to its clients.

Unlike certain companies that talk a lot about ethics, but regard ancillary services
as a profit centre, ClearDebt acts ethically and provides ancillary services as a
service.
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This document has been provided to you solely for your information and may not be reproduced or
redistributed, in whole or in part to any other person. The information contained in this document
has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act
2000 of the United Kingdom (FSMA’). As such this document is being distributed only to and is
directed only at persons falling within the categories of exempt person described in the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2001 as amended, (the Order) or
pursuant to any applicable exemption under FSMA (together ‘relevant persons”). Any person who is
not a relevant person should not act or rely on this document or any of its contents.

This report is intended for intermediate clients, market makers, Self-certified High Net Worth or
Self-certified sophisticated investors only. Self certification can be completed free of charge at
www.fisma.org

This document may not be distributed in or into, directly or indirectly to any persons with
addresses in Australia, Canada, Japan, The Republic of Ireland, The Republic of South Africa or the
United States (or any of its territories or possessions).

This report is being provided to relevant persons by Equity Development Limited ("ED”) to provide
background information about the corporate client. ED are regulated by the Financial Services
Authority, and are retained to act as financial adviser for various clients, some or all of whom may
now or in the future have an interest in the contents of this document and/or in the Company,

In the preparation of this report, ED has had access to publicly available information, the
Company’s management and other sources believed to be reliable. Whilst all reasonable care has
been taken to ensure that the facts stated herein are accurate and that the forecasts opinions and
expectations contained herein are fair and reasonable, neither the author nor ED has verified the
information contained herein and accordingly none of the author, ED nor any of their respective
directors, officers or employees makes any representation or warranty, express or implied as to the
accuracy or completeness of the information or opinions contained herein and shall not be in any
way responsible or liable for the contents hereof and no reliance should be placed on the accuracy,
fairness or completeness of the information contained in this document. No person accepts any
liability whatsoever for any loss howsoever arising from any use of this document or its contents or
otherwise arising in connection therewith. Nothing in this paragraph shall exclude liability for any
representations or warranties made fraudulently.

Any opinions, forecasts or estimates herein constitute a judgment as at the date of this report.
There can be no assurance that future results or events will be consistent with any such opinions,
forecasts or estimates. This information is subject to change without notice. It may be incomplete
or condensed and it may not contain all material information concerning the Company.

This document does not constitute or form part of and should not be construed as any offer for sale
or purchase of (or solicitation of or invitation to make any offer to buy or sell) any securities nor
shall it or any part of it form the basis of or be relied on in connection with any contract or
commitment whatsoever.

ED may In the future or may have in the past have provided investment banking services to the
Company.

ED or its directors or officers may in the future or in the past have had a material investment in the
Company.
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