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DIRECTORS’ REPORT

The Durectors present thewr annual report on the affairs of the company, together with the financial statements and
auditor’s report for the year ended 31 March 2011

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The company s principal activities duning the year were those of insurance intermediary and insurance advisors The
company was authorised and regulated by the Financial Services Authonty throughout the year

Despite the tough economic conditions which have persisted across the UK over the last twelve months, and the
contimung ‘soft” market 1n the insurance sector, the company has achieved a satisfactory level of earnings wath turnover
increasing by £84,000 or 2 4% as detailed on page 6 The balance sheet on page 7 shows that the company s financial
position at the year end in terms of net assets

RESULTS AND DIVIDENDS

The results of the company for the year are shown on page 6 Profit on ordinary activities before taxation was
£1,443,000 (2010 - £1,435,000)

During the year the company paid a dividend of £1,435,000, £14 35 per share (2010 - £1,785,000, £17 85 per share) on
the ordinary shares to its parent company, Deva Group Limited, a wholly owned subsidiary of Wheatsheaf Investments
Linuted {(see note 17}

FUTURE PROSPECTS
The Directors are satisfied with the results for the year and remain confident about the year ahead
GOING CONCERN

To consider whether 1t 1s appropniate to prepare the financial statements on a going concern basis, the Drirectors have
reviewed the budget for the forthcoming financial year together wath the three year financial plan In addition the
Directors have noted that share capital and reserves amount to £2,341,000 (2010 - £2,333,000) Accordingly the
Directors have a reasonable expectation that the company has adequate resources {including capital and cash) to
continue 1 operational existence for the foreseeable future and so continue to adopt the gomng concern basis 1n preparing
the financial statements

PRINCIPAL RISKS AND UNCERTAINTIES

The management of the business and the implementation of the company s strategy are subject to a number of nsks The
key business risks and uncertanties affecting the company are highlighted below

¢ Credit nsk

Credut risk 15 the risk that a counterparty will be unable to pay amounts in full when due The matn areas where the
company 18 exposed to credit risk are amounts due from chents and nsurers 1 respect of premiums already paid
(funding), cash and invesiment holdings

The company monutors 1ts exposure to single counterparties and 1o connected counterparties and ensures that 1ts cash
and investment holdings are kept with a number of different counterparties with appropnate credit ratings

e Liqudsty and cash flow risk

Liquidity and cash flow risk 1s the nsk that cash may not be available 1o pay obhigations when they fall due The
company has put in place appropriate financial and cash flow management structures so that 1t s able to anticipate
demand for cash and meet obhigauons as they arise The company operates 1n a high cash flow business and the controls
1n place to ensure that premuums and brokerage are paid by clients on time also help to ensure that the company has
appropriale cash resource to meet its obligations at any point in time

(3]
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DIRECTORS® REPORT (continued}

PRINCIPAL RISKS AND UNCERTAINTIES (continued)
* Regulatory nsk

The company operates within a regulated environment and regulatory nisk 1s the risk that the company fails to comply
with any of the regulatory requirements laid down by the Financial Services Authonty ( FSA ) The supervision which
forms the basis of the relationship with the Financial Services Authonty consists of regulatory reports submitted twice a
year and the company has implemented procedures 1n order 10 ensure that these reports are prepared and subnuitted 1
advance of any deadlines

As wsurance mtermediaries and advisors, the company 15 also bound by a set of rules and principles which are designed
lo protect the consumer, particularly in relation to the handling of client money, and the company has implemented
various controls and procedures n order to mitigate the risk of nen-compliance with these rules The company 1s very
active 1n keeping up to date with any changes in the regulatory requirements and where possible 1t seeks 1o adhere to
best practice as recommended by the FSA The company does not expect this risk to change sigmficantly following the
replacement of the FSA by the Financial Conduct Authonty

DIRECTORS
The Directors of the company who served dunng the year were

J O Hagger Chairman

G A E Salmon Managing Director

L Hackett

E Halford

G Clarke

M H Lamb

P L Doyle (appointed 25 May 2010)

AUDITOR
Each of the persons who 1s a Director at the date of approval of this report confirms that

(a) 1n so far as the Director 1s aware, there 1s no relevant audut information of which the auditor 15 unaware, and
{b) the Durector has taken all reasonable steps that they ought to have taken to make themself aware of any relevant
audit information and to establish that the company s auditor 1s aware of that information

This information 1s given and should be interpreted 1n accordance with the provisions of section 418 of the Comparies
Act 2006

Deloitte LLP have indicated their willingness to be reappointed for another term and appropriate arrangements are being
made for them to be deemed reappointed as auditor in the absence of an Annual General Meeting

Board of Directors
behalf by

Secretary
15 July 2011
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DIRECTORS® RESPONSIBILITIES STATEMENT

The Directors are responsible for preparing the Annual Report and the financial statements 1n 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 in accordance with Umited Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards and applicable law) Under company law the Directors must not
approve the financial statements unless they are sausfied that they give a true and fair view of the state of affairs of the
company and of the profit or loss of the company for that period In preparing these financial statements, the Directors
are required to

r select suitable accounting policies and then apply them consistently,

* make judgements and accounting estinates that are reasonable and prudent, and

= prepare the financial statements on a going concern basis unless 1t 15 inappropriate to presume that the company
will continue 1n business

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Compames 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 irregulanties




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
REALTY INSURANCES LIMITED

We have audited the financial statements of Realty Insurances Limited for the year ended 31 March 2011 which
comprise the profit and loss account, the balance sheet and the related notes 110 19 The financial reporung framework
that has been apphed in their preparation 15 applicable law and United Kingdom Accounting Standards (Umited
Kingdom Generally Accepted Accounting Practice)

Thas report 15 made solely to the company s members, as a body, in accordance with Chapter 3 of Part 16 of the
Compantes Act 2006 Our audit work has been undertaken so that we might state to the company s members those
matters we are required to state to them m an auditor s report and for no other purpose  To the fullest extent permitted
by law, we do not accept or assume responstbhility to anyone other than the company and the company s members as a
body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully 1n the Directors’ Responsibilities Statement, the directors are responsible for the preparation of
the financial statements and for being sausfied that they give a true and fair view Qur responsibility 1s to aud:t and
express an opinion on the financial statements 1n accordance with apphicable law and Intermnational Standards on
Auditing (UK and Ireland) Those standards require us to comply with the Audiung Practices Board s Ethical Standards
for Auditors

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 material misstatement, whether caused by fraud or error
This includes an assessment of whether the accounting policies are appropriate 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 presentanion of the financial statements In addition, we read all the financial and non-
financial information 1n the annual report to identify matenal inconsistencies with the audited financial statements  If we
become aware of any apparent material mussiatements or inconsistencies we consider the implhications for our report

Opinion on financial statements

In our opimion the financial statements
s pive a true and fair view of the state of the company s affairs as at 31 March 2011 and of 1ts profit for the year
then ended,
e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
and
e  have been prepared n accordance with the requirements of the Compames Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opimen the information given in the Directors’ Report for the financial year for which the financial statements are
prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to repott in respect of the following matters where the Companies Act 2006 requares us to report 10
you 1f, in our opmion
e adequate accounting records have not been kept, or returns adequate for our audnt have not been received from
branches not visiied by us, or
e the financiai statements are not 1n agreement with the accounting records and returns or
e  certain disclosures of directors remuneration specified by law are not made, or
we have not recetved all the information and explanations we require for our audnt

] :
“ Mark Mcllquham (Sénior Statutory Auditor)
for and on behalf of Deloitte LLP
Chartered Accountants and Statutory Auditor
London, United Kmgdom
15 July 2011




REALTY_INSURANCES. LIMITED

PROFIT AND LOSS ACCOUNT
Year ended 31 March 2011

TURNOVER

Cost of Sales
GROSS PROFIT

Admunistrative expenses

OPERATING PROFIT

Interest recervable

PROFIT ON ORDINARY ACTIVITIES BEFORE
TAXATION

Tax charge on profit on ordinary activities

PROFIT ON ORDINARY ACTIVITIES AFTER
TAXATION

All activities derive from continuing operations

Note 2011 2010
£°000 £000

1,2 3,515 3,431
(208) (193)

3,307 3,238

(1,889) (1,824)

3 1418 1414
7 25 21
1,443 1,435

8 - ]
1,443 1,435

There are no recogmsed gains or losses 1n the current year or preceding period other than those 1n the profit and loss
account and as such no separate statement of recognised gains and losses 1s presented




. REALTY INSURANCES LIMITED _ . _ _

BALANCE SHEET
At 31 March 2011

FIXED ASSETS
Tangible assets

CURRENT ASSETS
Debtors due within one year

Debtors due afier one year
Cash at bank and 1n hand

CREDITORS AMOUNTS FALLING DUE
WITHIN ONE YEAR

NET CURRENT ASSETS
NET ASSETS

CAPITAL AND RESERVES

Called up share capital
Profit and loss account

SHAREHOLDERS® FUNDS

2,341

Note 2011

£7000

10

11 4,820

11 120

12 1,017
5,957

13 (3,635)

14

15

16

£000

19

2,322

100

2,241

2,341

2010

£'000 £'000

32
5413
2,640
8,053
(5,752)

2,301

2,333

100

2,233

2,333

These financial statements of Realty Insurances Limuted, company registration number 482966, werc approved by the

Board of Directors on 15 July 2011

Signed on behalf of the Board of Directors

G A E Salmon - -

B N

J O Hagger

Director

Director
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2011

ACCOUNTING POLICIES

The financial statements are prepared 1n accordance with applicable law and United Kingdom accounting
standards The particular accounting policies are described below They have been applied consistently
throughout the current year and previous year

Accounting convention
The financral statements are prepared under the historical cost convention and on a going concern basis
Going concern

To consider whether 1t 1s appropnate to prepare the financial statements on a going concern basis the directors
have reviewed the budget for the forthcoming financial year together with the three year financial plan In
addition the directors have noted that the share capital and reserves amount to £2,341,000 (2010 - £2,333,000)
Accordingly the directors have a reasonable expectation that the company has adequate resources {capital and
cash) to continue 1 operational existence for the foreseeable future so continue to adopt the going concern basis
in prepanng the financial statements

Turnover

Commussions and fees are recogrused 1n the accounting period n which services are provided In accordance
with Application Note G to FRS 5 the company defers a percentage of revenue to reflect post placement
obligations

Tangible fixed assets

Fixed assets, which comprise office equipment and office refurbishment costs, are depreciated on a straight line
basis s0 as to spread their cost, less estimated residual value, over thewr expected useful lives at a rate of 25% per
annum for office equipment and 33% per annum for office refurbishment costs

Taxation

UK corporation tax is provided at amounts expected to be paid (or recovered) using the tax rates and laws that
have been enacled or substantively enacted by the balance sheet date Surrender of tax losses between
Wheatsheaf group compames, by means of group relief, 1s done so for no consideration

Deferred taxation 1s provided in full on tming differences that result in an obligation at the balance sheet date to
pay more tax, or a right to pay less tax, at a future date, at rates expected 1o apply when they crystallise based on
current tax rates and law Timing differences anse from the inclusion of 1tems of income and expenditure in
taxation computations 1n periods different from those in which they are included in the financial statements
Deferred tax 1s not provided on timing differences arising from the revaluation of fixed assets where there 15 no
binding contract to dispose of these assets Deferred tax 18 not provided on unremitted earmings where there 15 no
bmding commutment to remit these earnings Deferred tax assets are recognised to the extent that 1t 1s regarded as
more likely than not that they will be recovered Deferred tax assets and liabilities are not discounted

Pension costs
The defined benefit pension scheme (Grosvenor Pension Plan) operated by the company 1s a multi-employer

scheme and the company’s share of the underlying assets and hiabilities cannot be identified FRS 17 “Retirement
Benefits’ requires that the scheme 1s accounted for 1n the same way as a defined contribution scheme
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2011

1.

ACCOUNTING POLICIES (contmued)

Pension costs {continued)

For defined contribution schemes the amount charged to the profit and loss account n respect of pension costs 18
the contribution payable in the year Differences between contributions payable i the year and contributions
actually paid are shown either in accruals or prepayments in the balance sheet

Leased assets

Payments made under operating leases are charged to the profit and loss account on a straight lme basis over the
term of the lease

Assets held under finance leases are capitahised at their fair value on the mcepuon of the leases and depreciated
over the shorter of the period of the lease and the esiimated useful economic lives of the assets The finance
charges are allocated over the peried of the lease 1 proportion to the capital amount outstanding and are charged
to the profit and loss account

Cash flow statement

A cash flow statement has not been produced as the company 1s a wholly owned subsidiary of Wheatsheaf
Investments Limited, which 1tself produces a consolidated cash flow statement

SEGMENTAL INFORMATION

Turnover and profit before taxation are generated from nsurance broking and advisory actrvities in the United
Kingdom

OPERATING PROFIT i
2011 2010
£000 £0060

Operating profit 1s stated after charging

Operating lease payments — land and buildings 139 137
Depreciation - owned assets 18 18
- leased assets 2 1
Auditor s remuneration — audit of the company s annua! accounts 18 18
Audttor’s remuneration - 1n relation to other services pursuant to legislation 3 2

There were no other non-audit services provided by the company’s auditor n the current or prior period
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2011

4. INFORMATION REGARDING EMPLOYEES
2011 2010
£'000 £000

Employee costs during the year including directors
Wages and salanes 1,004 961
Social security costs 116 108

Other pension costs  {note 6}

Defined contribution 3 2
Defined benefit 263 261
1,386 1,332

The average number of persons employed during the year was 16 (2010 - 16) Of these 9 (2010 - 9) are
mvolved m admmstration, 4 {2010 - 4) in management and 3 {2010 - 3) 1n a non-executive role

5. DIRECTORS’ REMUNERATION
2011 2011 2010 2010
Directors’ emoluments Total Haghest Total Highest
paid paid
director director
£000 £'000 £000 £000
Fees 532 321 567 292
Other emoluments 54 13 59 13
Pension costs 95 61 93 59
681 395 719 364

Retirement benefits are accruing to 3 directors (2010 - 3) under the defined benefit pension scheme described
in note 6 The total annual accrued pension under the defined benefit pension scheme for the hughest paid
director was £40,000 (2010 - £36,000)

10




NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2011

6.

PENSION SCHEMES '

Realty Insurances Limuted does not maintain a separate company pension scheme  Its employees are members
of the Grosvenor Pension Plan (the *‘Plan ), a defined benefit scheme, and a separate stakeholder defined
contribution scheme Both schemes are admimistered by independent trustees

The Plan 1s open to all staff of the company, the Wheatsheaf Investments Group, the Grosvenor Rural Estates
and the UK subsidiaries of Grosvenor Group Limited It provides a defined benefit pension up to an upper
earnngs limuit Above this limit the group contributes between 25% and 30% of that tranche of salary into a
stakeholder arrangement

Independent qualified actuaries complete valuations of the Plan at least every three years and contributtons are
paid to the Plan in hne with a Schedule of Contributions agreed between the trustees of the Plan and the Group
The most recent actuanal valuation was carried out at 31 December 2008

Although the Plan 1s a defined benefit scheme, 1t 15 a multi employer scheme and the company’s share of the
underlying assets and liabthities cannot be 1dentified As a result FRS 17 requures that the Plan 1s accounted for
as 1if it were a defined contribution scheme Actuanal valuztions for the Plan as a whole have been updated to
31 December 2010 by an mdependent qualified actuary, in accordance with the basis set out in FRS 17, and
included below 1s an analysis of the deficit indicated by that valuation together with the major assumptions used
by the actuary

The following analysis relates to the whole of the Grosvenor Pension Plan including that element that relates to
non-company employees

31 Dec 2010 31 Dec 2009 31 Dec 2008

£m £m £fm
Pension scheme deficut before tax {19 6) (28 8) (124
Assets in scheme and the expected rates of return
31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec
2010 2010 2009 2009 2008 2008
Value Long-term Value Long-term Value Long-term
rate of rate of rate of
expected expected expected
return return return
£m £fm £m
Equittes 1151 74% 98 4 79% 882 7 4%
Gilts 298 4 6% 233 47% 100 36%
Other 18 4 2% 19 4 4% 18 3 8%
146 7 1236 1000
Present value of scheme (166 3) {152 4) (112 4)
habilities
Pension Scheme deficit (196) (28 8) (124)
before tax
Related deferred tax asset at 55 81 35
28%

Deficit in scheme (14 1) 207 (89)
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2011

6 PENSION SCHEMES (continued)

Major assumptions used by the actuary were

31 Dec 31 Dec 31 Dec
2010 2009 2008
Rate of increasc in salaries 4 5%-7 5% 4 6-7 6% 39-6 9%
Rate of increase in pensions payment 15% 3 6% 2 9%
Discount rate 54% 56% 6 2%
Inflation 35% 3 6% 29%
The Plan pension cost charge to the company amounted to £263,000 (2010 - £261,000)
The company s contnibutions to the defined contribution scheme for the year were £3,000 (2010 - £2,000)
7 INTEREST RECEIVABLE
2011 2010
£000 £'000
Interest on loans 1o group undertakings 9 4
Interest recerved on deposits 16 16
Bank interest recerved 1
25 21
8. TAX ON PROFIT ON ORDINARY ACTIVITIES
2011 2010
£000 £000

Analysis of tax charge on current activities

Untted Kingdom corporation tax at 28% (2010 - 28%) based on profit for the
penod -
Deferred taxation -
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2011

8. TAX ON PROFIT ON ORDINARY ACTIVITIES (continued)

The standard rate of current tax for the year, based on the UK standard rate of corporation tax 1s 28% (2010 -
28%) The current tax for the year differs from the standard rate for the reasons set out n the following

reconciliation

Profit on ordinary activities before tax

Tax charge on profit on ordinary activities at standard rate

Factors affecting the charge
Expenses not deductible for tax purposes
Depreciation for the year in excess of capual allowances
Other short term timmg differences
Group relief received for ml consideration

Tax charge on profit on ordinary activities

9. DIVIDENDS

Equity dividend paid of £14 35 (2010 - £17 85) per ordinary share

10. TANGIBLE FIXED ASSETS
Office Eqmpment and Refurbishment

Cost
At1 Apnl 2010
Additions

At 31 March 2011

Accumulated depreciation
At 1 Apri 2010
Charge for year

At 31 March 2011
Net book value
At 31 March 2011

At 31 March 2010

The net book value includes £6.000 (2010 - £4,000) in respect of assets held under finance leases

2011 2010
£000 £7000
1,443 1,435
£°000 £000
404 402

2 3

3 2

(34) (34)
{375) 373)
2011 2010
£°000 £000
1,435 1,785
Total

£000

285

7

292

253

20

273

19

13
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2011

11 DEBTORS

Amounts falling due within one year 2011 2010

£000 £°000
Trade debtors 1,531 2,071
Amounts owed by group undertakings 3,097 3,070
Prepayments and accrued mcome 192 272

4,940 5413
Amounts falling due after more than one year £'000 £000
Prepayments and accrued income 120 -

12, CASH AT BANK AND IN HAND
Included within cash at bank and 1n hand on the balance sheet1s £1,016,000 (2010 - £2,639,000) held 1n

separately designated Non-Statutory Trust Chient Accounts 1n accordance with the Financial Services
Authonty’s regulatory requirements

13. CREDITORS. AMOUNTS FALLING DUE WITHIN ONE YEAR

2011 2010
£000 £000
Bank overdraft 33 11
Trade creditors 2,348 4,533
Obligations under finance leases 6 4
Other creditors being taxation and soc1al security 115 77
Accruals and deferred mmcome 1,133 1,127
3,635 5,752
Obhgations under finance leases are secured against the asset to which they relate
14 CALLED UP SHARE CAPITAL
2011 2010
£'000 £'000
Allotted, called up and fully pawd
100,000 ordinary shares of £1 each 100 100
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2011

15.

16

17.

18

PROFIT AND LOSS ACCOUNT

2011

£000

Balance at beginning of year 2,233

Profit for the year 1,443

Dhvidends (1,435)

Balance at end of year 2,241
RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS’ FUNDS

2011 2010

£'000 £000

Opening shareholders” funds 2,333 2,683

Profit for the year 1,443 1,435

Dividends (1,435) (1,785)

Closing shareholders’ funds 2,341 2,333

ULTIMATE PARENT COMPANY

The company s ultimate parent undertaking 1s Wheatsheaf Investments Limzrted, a company registered n
England and Wales Wheatsheaf Investments Limited 1s wholly owned by trusts and members of the Grosvenor
famly, headed by the Duke of Westmunster

Wheatsheaf [nvestments Limited heads the largest and smaliest group of undenakings of which the company 1s
a member and for which group financial statements have been prepared for the year ended 31 March 2011

Copies of the financial statements of Wheatsheaf Investments Limited can be obtained from Companies House,
Crown Way, Mandy, Cardiff, CF14 3UZ

RELATED PARTY TRANSACTIONS

The company arranged insurance cover on an arm s length basis for members of the Grosvenor Family and
Grosvenor Trusts Aggregate premiums ansing i the year were £1,447,370 (2010 - £1,156,008)

Premiums charged n the year to other related parties, including fellow subsidianes of Wheatsheaf Investments
Limited and Grosvenor Group Lumited property group, were £11,693,116 (2010 - £12,699 720)

During the year, the company was charged rent and management fees totalling £163.661 (2010 - £156,923) by
companies within the Grosvenor Group At the year end, there was an outstanding balance of £35,424 (2010 -
£45,408) Grosvenor Group and Realty Insurances Limited share ultimate controlling parties

in addition, the company was charged management and administrative fees totalling £100,229 (2010 - £99.839)
during the year by a Grosvenor Trust whose trustees form a majority of the directors of the ultimate parent
company At the year end, there was an outstanding balance of £n1l (2010 - £ml)

Included n turnover 15 an amount of £49,805 (2010 - £150,000) 1n relation to msurance advisory services
provided to compames within the Grosvenor Group
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2011

19.

COMMITMENTS

Annual commitments under non-cancellable operating leases which expire

Within one year
Withun two to five years

Annual commtments under finance leases which are due

Within one year
Within two to five years

2011 2010
Land and Land and
buildmgs buildings

£000 £000
- 139

114 -
114 139
2011 2010
£°000 £000
2 2

4 2

6 4




