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Directors’ report

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

Business review

This review I1s designed to help explain the financial statements and the financial performance of the
Company The Company ceased trading at the end of the prior year, below is a bref Commentary on the
financial results for the year

Principal activities

The Company was an insurance company within the meaning of the Financial Services and Markets Act
2000

There are no gross written premiums 1n 2010 due to no contnuing business activity (2009 premiums were
£8,281,419) Further details on this presentation are shown in Notes to the Financial Statements (Note 2)

On 1 January 2008, pursuant to a portfolio transfer under Part VIl of the Financial Services and Markets Act
2000 ("the part VII") following court approval on 15 December 2008, assets of £23,652,304 and habilities of
£14,896,692 were transferred to UK Branch of Zunich Insurance Plc (formerly Zunich Insurance Iretand
Limited UK Branch) for £nil consideration

On 22 December 2009, the FSA was requested to cancel Zunch GSG Limited's Part IV permission and the
FSA accordingly confirmed the Company's de-authorisation on 4 February 2010

The Company was dormant at the end of the year end and will be put into hquidation 1n due course

Results for the year
The results for the Company show a pre-tax profit of £421,078 (2009 £136,030) for the year

The Company has total shareholders’ funds of £3,959,116 (2009 £3,655,940)

Dividends
The directors do not propose the payment of a dividend for the year (2009 £nil)

Directors
The names of the directors at the date on which the financial statements were approved are shown on
page 1

Directors’ indemnity

Qualifying third party indemruty provisions (as defined in Section 234(2) of the Companies Act 2006) have
been in force for the benefit of directors durng the year and remain in force as at the date of this Directors'
report
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Directors’ report

Statement of disclosure of information to auditors
Each of the persons who 1s a director at the date of this report confirms that

- so far as each of them 1s aware, there 1s no information relevant to the audit of the Company's financial
statements for the year ended 31 December 2010 of which the Company's auditors are unaware, and

- the directors have taken all steps that they ought to have taken in thew duty as a diector in order to make
themselves aware of any relevant audit information and to establish that the Company's auditors are
aware of that information

Independent auditors
The auditors, PricewaterhouseCoopers LLP, have signified their willingness to continue in office and will be
deemed to be reappomnted under sectton 487 of the Companies Act 2006

Directors’ responsibiities statement
The directors are responsible for prepanng the Directors’ Report and the financial statements in accordance
with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law
the directors have elected to prepare the financial statements i accordance with United Kingdom Generally
Accepted Accounting Practice (Urnited Kingdom Accounting Standards and applicable law} Under company
law the directors must not approve the financial statements unless they are satisfied that they giwve a true and
farr view of the state of affairs of the company and of the profit or loss of the company for that period In
preparing these financial statements, the directors are required to

- select suitable accounting policies and then apply them consistently,

- make judgements and accounting estimates that are reasonable and prudent,

- state whether applicable UX Accounting Standards have been foliowed, subject to any material departures
disclosed and explained in the financial statements,

- prepare the financial statements on the geing concern basis unless it 1s Inappropriate to presume that the
company will continue In business

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and disclose with reasonable accuracy at any time the financial position
of the Company and epable them to ensure that the financial statements comply with the Companies Act
2006 They are also responsible for safeguarding the assets of the company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities

By order of the Board

@(’—\)
J V Newsham

Company Secretary
22 September 2011
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Independent auditors’ report to the members of Zurich GSG Limited

We have audited the financial statements of Zunch GSG Limited for the year ended 31 December 2010
which comprise the Profit and Loss Account, the Balance Sheet, the Reconciiation of Movements in
Shareholders' Funds, the Accounting Policies and the related notes The financial reporting framework that
has been applied in ther preparation 1s applicable law and United Kingdom Accounting Standards (United
Kingdem Generally Accepted Accounting Practice)

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibilittes Statement {set out on page 3) the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view Qur responsibility 1s to audit and express an opimion on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and freland) Those standards require us to
comply with the Auditing Practices Board's Ethucal Standards for Auditors

This report, including the opinions, has been prepared for and only for the Company's members as a body In
accordance with Chapter 3 of Part 16 of the Companies Act 2008 and for no other purpose We do not, in
giving these opintons, accept or assume responsibility for any other purpose or to any other person to whom
this report 1s shown or into whose hands 1t may come, save where expressly agreed by our pnar consent in
writing

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 fraud or error This includes an assessment of whether the accounting policies are appropnate to
the 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

Opinion on financial statements

In our opinicn the financial statements

- give a true and far view of the state of the Company's affars as at 31 December 2010 and of its profit for
the year then ended,

- have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
and

- have been prepared in accordance with the requirements of the Compames Act 2006

Opinion on other mafter prescribed by the Companies Act 2006
In our opimion the infermation given In the Directors’ Report for the financial year for which the financial
statements are prepared i1s consistent with the financial statements

Zunch GSG Limited
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Independent auditors’ report to the members of Zurich GSG Limited

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to
report to you If, in our opinion .

- adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us, or
- the financial statements 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 received all the information and explanations we require for our audit

/z"b\/(. tahk

Paul Clarke {Senior Statutory Auditor)

For and on behalf of PrrcewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

23 September 2011
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Profit and loss account
Technical account - general business
for the year ended 31 December 2010

£ Notes 2010 2008

Earned premiums, net of reinsurance

Gross premiums wntten 1 - (8,281,419)

Outward reinsurance premiums - 7,169,831

Net premiums written - (1,111,588)

Change in the gross provision for unearned premiums - 8,281,419

Change in the provision for unearned premiums, reinsurers’ share - {7,169,831)
- 1,111,588

Earned premiums, net of reinsurance - -

Total technical income - -

Claims incurred, net of reinsurance

Claims paid

Gross amount 1 - (712,558)

Reinsurers' share . -
- (712,558)

Change in the provision for clams

Gross amount 1 - 754,381

Reinsurers' share - (41,823
- 712,558

Claims incurred, net of reinsurance

Total technical (charges)

Balance on the technical account for general business
Ralpults

All figures relate to discontinued operaticns

Zunich GSG Limited
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Profit and loss account
Non-technical account
for the year ended 31 December 2010

£ Notes 2010 2009
Balance on the techrical account for general business - -
Investment income 5 421,078 136,030
Profit on ordinary activities before taxation 421,078 136,030
Taxation on profit on ordinary actvities 6 (117,902) {38,088)
Profit for the financal year 303,176 97,942

All figures relate to discontinued operations

The Company has no other recognised gains or losses other than the profit for the above financial years

There 1S no matenal difference between the profit on ordinary activities as reported and on an historical cost

basis

Reconciliation of movements in shareholders' funds
for the year ended 31 December 2010

Profit and

Share loss
£ capital account 2010 2009
Opening shareholders' funds 1,500,000 2,155,940 3,655,940 3,557,998
Profit for the financial year - 303,176 303,176 97,842
Closlng shareholders' funds 1,500,000 2,459,116 3,959,116 3,655,840

Zunich GSG Limited
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Balance sheet
as at 31 December 2010

£ Notes 2010 2009

Assets

Investments

Other financial investments 7 - 3,390,593

Debtors

Debtors ansing out of reinsurance operations 8 - 240,000

Other debtors 9 4,115,107 -
4,115,107 240,000

Prepayments and accrued income

Accrued interest and rent - 63,435

Total assets 4,115,107 3,694 028

Liabihities

Capital and reserves

Called up share capital 10 1,500,000 1,500,000
Profit and loss account 2,459,116 2,155,840
Total shareholders’ funds 3,959,116 3,655,940
Creditors amounts falling due within one year

Amounts falling due within one year 1 155,991 38,088
Total habilities 4,115,107 3,694,028

The financial statements on pages 6 to 14 were approved and authornised for 1ssue by the Board on 22
September 2011 and were signed on its behalf by

JV Newsham ’
Director

Zunch GSG Limtted
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Accounting policies
for the year ended 31 December 2010

Basis of preparation

The Company's financial statements have been prepared in accordance with the provisions of the Large
and Medium-sized Companies and Groups (Accounts and Reports) Regulations 2008 ("S12008/410")
relating to insurance companies and with the Statement of Recommended Practice on Accounting for
Insurance Business i1ssued by the Association of Briish Insurers ("the ABl SORP") dated December 2005
{as amended in December 2006)

The financial statements have been prepared in accordance with applicabte Accounting Standards

The Company has taken advantage of the exemption in FRS 1 and has not prepared a cash flow statement
as the Company 1s a wholly owned subsidiary of a parent company that prepares a cash flow statement

Direct Business Unearned Premiums

Direct business was accounted for in accordance with the annual basis of accounting Unearned
premiums, after reinsurance, were carned forward and represented that part of premiums wntten which 1t
was estmated would be earned, based on the duration and profile of the nsks, in the following or
subsequent financial years Under Part VIl transfer accounting rules, the amount paid for the transfer of
unearned premiums (premium portfolio transfers) 1s reflected in premiums wnitten (refer to note 2)

Premiums Written

Premiums written related to business incepted dunng the year together with adjustments for additional or
return premiums for business incepted In pnor years The figure shown in the technical account for 2009
relates to the Part VIl presentation (refer to note 2)

Direct Business Commissions

Commussions payabie and reinsurance commission income (including remnsurance profit commission
income) were recognised 1n the profit and loss account as earned on a basis consistent with the premium
ncome recegmition, taking into account the nsk profile of the busmess

Deferred acquisition costs in the balance sheet represented the proportion of acquisition costs incurred
which were carried forward on a basis consistent with unearned premiums

Deferred reinsurance commission income In the balance sheet represented the proportion of income which
was carned forward on a basis consistent with unearned premiums

There were no commissions payable or recewvable 1n either year presented Al deferred acquisition costs
and deferred reinsurance commussion income were transferred to Zunch Insurance ple UK branch with
effect from 1 January 2009 (refer to note 2)

Direct Business Claims Incurred

Claims incurred compnised claims and related expenses paid in the year and changes in the provisions for
outstanding claims, Including provisions for claims incurred but not reported and related expenses, together
with any other adjustments to claims from previous years Where applicabte, deductions were made for
recoveries Under Part Vil transfer accounting rules, the amount paid for the transfer of clams prowvisions
{portfolio claims payments) was reflected in claims paid (refer to note 2)

Zunch GSG Lirmited
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Accounting policies
for the year ended 31 December 2010

Direct Business Claims Provisions

In prior year provision was made at the year-end on the basis of avaitable information for the estimated
ultimate cost of claims notified but not settled at the balance sheet date and for claims incurred but not
notified at that date, the provision reflected claims’ settlement expenses and anticipated reinsurance and
other recovenes

The level of the provision was set on the basis of the infformation which was currently available on a case by
case basis, including potentral outstanding loss advices, expenence of the development of similar clams
and case law and the expected impact of current business conditions

Whilst the Directors considered that the gross provision for claims and the related reinsurance recoveres
were fairly stated on the basss of the information currently avaitable to them, the ultimate hiabiity would vary
as a result of subsequent information and events and may result in significant adjustments to the amount
provided Adjustments to the amounts of prowvisions are reflected in the financial statements for the penod
in which the adjustments are made The methods used, and the estimates made, are reviewed regularly

Under Part VII transfer accounting rultes, the amount paid for the transfer of clams prowisions (portfolio
claims payments) was reflected in claims paid (refer to note 2)

Treaty Inwards Reinsurance Business

in 1993 the Company substantially withdrew from treaty reinsurance business and arranged a stop loss
reinsurance agreement to ensure that the technical prowvision was adequate to meet the outstanding
labthties

The technical provision represented the best estimate of the ultimate cost of setting these habiities The
technical provision was transferred under a deed poll to Zunich Insurance pic UK branch with effect from 1
January 2009 (refer to note 2}, and accounted for consistently with the Part Vi transfer accounting rules

Currency Translations

Monetary assets and labiities denominated in foreign currencies are transiated ito sterlng at the
appropnate rate of exchange ruling at the balance sheet date Profit and loss items are valued using the
exchange rate prevailing at the dates of the transachons and the exchange gains or losses arsing are
shown in the non-technical account as “Other charges, including value adjustments”

Investment Income, Expenses and Charges

Investment return compnses all investment income {which includes the amortisation charge in respect of
any investments carned at amortised cost), realised investment gains and losses and movements In
unrealised gains and losses, net of tnvestment expenses, charges and interest This balance 15 included
within the non-technical account

Investment income 1s accounted for on a receivable basis Interest 1s accrued up to the balance sheet date

Realised gains or losses ansing on sales of investments represent the difference between net sales
proceeds and the latest carrying value for the investments An amendment to FRS3 confirmed the
requirements of the ABl SORP that, for insurance companies and groups, both realised and unrealised
gains on tnvestments held as part of investment portfolios should be included as part of the investment
return in the profit and loss account

Zunch GSG Limited
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Accounting policies
for the year ended 31 December 2010

Investments
Redeemable debt secunties were included in the balance sheet at amortised cost The amortisation charge
was taken to the non technical account

Deposits with credit institutions are included in the balance sheet at cost

Zunch GSG Limited
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Notes to the financial statements
for the year ended 31 December 2010

1 Segmental analysis

All business In the prior year was credit and suretyship and was supplied from the United Kingdom All
net assets are held within the United Kingdom

2 Provision for loss on part VIl portfoho transfer

On 1 January 2009, pursuant to a portfolio transfer under Part VIl of the Financial Services and Markets
Act 2000, assets of £23,652,304 and habilittes of £14,896,692 were transferred from the Company to the
UK Branch of Zunch Insurance Plc, another group company, for £nil considerattion The transfer
received court approval on 15 December 2008 and therefore the resulting loss of £8,755612 was
provided for in the results of the Company for the year ended 31 December 2008

In terms of presentation of the Part VIl transfer in the profit and loss account, the rules state that any
amount paid for the transfer of unearmed premiums (premium portfolic transfers) be reflected in
premiums written and any amount paid for the transfer of clams provisions (portfolio claims payments)
be shown as claims paid The movement in technical provisions are offset by a balancing adjustment
through ¢laims paid and premiums written, to give a nil technical result

3 Auditors' remuneration

Duning the year the Company obtained the following services from the Company's auditor at costs as
detailed below

£ 2010 2009

Fees payable to the Company's auditor for the audit of the Company's
1,035 1,000

financial statements

Total 1,035 1,000

These expenses have been borne by another group company

4 Directors’ remuneration
There were no directors' emoluments paid by the Company 1n 2010 {2009 mil) The services of the

directors of the Company are of a non-executive nature and therr emoluments are deemed to be wholly
attnbutable to their services to the Company paying therr emoluments

5 Investment income, interest and charges

£ 2010 2009
Income from other financial investments 192,171 136,030
Net gains on the realisation of investments 228,907 -
Investment income 421,078 136,030

Zunch GSG Limited
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Notes to the financial statements
for the year ended 31 December 2010

6 Taxation on profit on ordinary activities

Taxation in the profit and loss account was as follows

£ 2010 2009
United Kingdom taxation

UK corporation tax at 28% (2009 28%) for the year 117,902 38,088
Current tax charge for the year 117,902 38,088
Tax on profit on ordinary activities 117,902 38,088

Factors affecting the tax charge for the penod

£ 2010 2009
Profit on ordinary activities before taxation 421,078 136,030
Profit on ordinary activities at standard rate of corporation tax

in the UK of 28% (2009 28%) 117,902 38,088
Current tax charge for the year 117,902 38,088

7 Other financial iInvestments

£ 2010 2009
Shares and other vanable-yield secunties and units in unit trusts - 3,390,593
Total - 3,390,593

All the above balances in the prior year related to hsted investments The histoncal cost of total other
financial investments 1n the prior penod was £3,576,600

8 Debtors arising out of reinsurance operations

£ 2010 2009
Amounts due from group undertakings - 240,000
Total - 240,000

9 Other debtors

£ 2010 2009
Amounts due from group undertakings 4,115,107 -
Total 4,115,107 -

Zunch GSG Limited
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Notes to the financial statements
for the year ended 31 December 2010

10 Share capital

£ 2010 2009
Allotted, cailed up

1,000,000 ordinary shares of £1 each fully paid 1,000,000 1,000,000
1,000,000 ordinary shares of £1 each 50p paid 500,000 500,000
Total 1,500,000 1,500,000
Authonsed

2,000,000 ordinary shares of £1 each 2,000,000 2,000,000
Total 2,000,000 2,000,000

1% Creditors amounts falling due within one year

£ 2010 2009
Amounts due to group undertakings 38,088 -
Current tax payable 117,903 38,088
Total 155,991 38,088

All creditors fall due within one year

12 Ultimate parent company

The Company's uithmate parent company and ultimate controlling party 1s Zunch Financial Services Lid,
which 1s Incorporated in Switzerland Cop:es of the consolidated financial statements of Zurich Financial
Services Ltd can be obtained from The Secretary, Zunch Financial Services Ltd, Mythengquar 2, 8002
Zurich, Switzertand

Zurich Insurance Company Lid i1s the parent company of the smallest group of companies of which the
Company 15 a wholly owned subsidiary for which group accounts are prepared Copies of the financial
statements of this company can be obtained from The Secretary, Zurnich Insurance Company Ltd,
Mythenquai 2, 8002 Zunch, Switzeriand

13 Related party transactions

The Company has taken advantage of an exemption from within FRS 8 not to disclose transactions with
Zurich Financial Services group's undertakings Balances with Zunch Financial Services group's
undertakings are shown in note 9

The directors of the Company and its key management had no matenal transactions with the Company
or any of the Zurich Financial Services group's undertakings The terms ‘director’ and 'key management’
includes members of their families
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