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Strategic Report

Review of business ,

As explained m the 2012 Financial Statements, the entire 1ssued share capital of GICL 2013 Limited (‘the
Company’) was acquired by Ageas (UK) Limited {'AUK’} in November 2012 In early 2013 the Directors
commenced a project to transfer all the business of the Company and 1ts subsidiary The National Motor and
Acaident Insurance Unmion Limited {"National Motor’) to a fellow subsidiary of AUK, Ageas Insurance Limited
(*AIL"), under Part VII of the Financial Services and Markets Act (‘FSMA 2000°) (‘Part V1I Scheme’) The impact
of the Part VII Scheme on the policyholders of the Company, National Motor and AIL was assessed by an
Independent Expert, PWC, who concluded that the Part VII Scheme did not adversely impact any policyholder
group The Part VII Scheme was undertaken in consultation with the Prudential Regulation Authority (*PRA’) and
the Financital Conduct Authonty (*FCA’) The Company and National Motor accordingly submitted the Part VII
Scheme to the High Court for approval The Courts approved the Part VII Scheme on 22 QOctober 2013 (24
QOctober 2013 1n Jersey) with a legal effective date of 31 October 2013 For accounting purposes, the Part VII
Scheme was transacted on 1 October 2013 The impact of the Part VII Scheme on the Income Statement and
Statement of Financial Position 1s shown 1n Note 4

Following the Part VII Scheme, the Company and National Motor submitted apphcations to the PRA to be
deautheorised as insurers As at the year end the applications were still being processed and the companies
remain authornsed and subject to PRA’s normal solvency requirements GICL 2013 Limited and its subsidanes
(*GICL") have retained sufficient assets (£3,250,000) to meet their base capital requirements (£3,146,000) At
31 December 2013, the adrmissable assets were restricted by virtue of counterparty hmits to £2,694,000 giving
rise to a technical breach of the solvency requirement by £452,000 This was rectified on 19 March 2014 and
the admissable assets restored to £3,250,000

The insurance operations of GICL are assessed primarnly by reference to the net technical result and investment
return of its core operations Accordingly, the principal key performance indicators that the Directors and senior
managers use are the combined operating ratio which was 98 5% (2012 99 6%) for the core operations and
the investment yield which was 3 4% (2012 3 9%)

Until the date of the Part VII Scheme GICL was an insurance business with the primary activity of the
evaluation and acceptance of nsk As such GICL was exposed to a number of risks including market risk, credit
risk, operational risk, insurance rnisk and capital nsikkc The Board was responsible for GICL's systems of internal
controls and for the review of control effectiveness The internal controls within GICL were designed to manage
rather than ehminate nsk and aimed to provide assurance that risks were managed to an agreed appetite
GICL operated n a corporate governance structure which allocated responsibility for nsk oversight to the
relevant parts of the business and gave a more coherent governance framework The main oversight
committees were the Audit Committee and the Risk Committee which together with various sub-committees
gave the Board and Executive a comprehensive structure for managing risks The committees met regularly
with clear terms of reference to provide an oversight of the risk and control environment and reports from
these committees were ultimately provided to the Board Further information regarding risk management as 1t
applied to GICL untl the date of the Part VII Scheme 15 given in Note 3

Strategic direction

Following the Part VII Scheme, GICL has retained assets solely to meet its current solvency requirements The
Directors intend to distnibute a further dividend as soon as the PRA approves the Company and National Motor’s
deauthorisation following which the Company and National Motor may be dissolved

F-X Boisseau
Chief Executive Officer
24 March 2014

GICL 2013 Lnmited {Registered number 995253) Strategic Report 3



Directors’ Report

The Directors of GICL 2013 Limited {previously Groupama Insurance Company Limited) present their Report
and the audited Financial Statements of GICL for the year ended 31 December 2013

Results

The results of GICL are contained in the Accounts on pages 8 to 46 The profit before tax during 2013 was
£18,313,000 (2012 £12,014,000)

Review of business
The revtew of business I1s now shown In a separate Strateqic Report on page 3
Change of Company Name

On 12 November 2013 the Company changed its name from Groupama Insurance Company Limited to GICL
2013 Limited

Dividends and capital
On 22 July 2013, the Company reduced its 1ssued share capital to 1,000,000 £1 ordinary shares

On 16 October 2013 a dividend of £20,000,000 was paid (2012 Nil) On 1 November 2013, following the
Part VII Scheme, a further dividend of £156,714,457 was made to AUK The Directors intend that if the PRA
accepts the deauthonisation apphcation, a further dividend of the remaining retained earnings will be pad

As shown in Note 4, the dividend on 1 November 2013 was settled by the assignment to AUK of an:‘a.sset due
from AIL arising from the {ransfer of net assets to AIL under the Part VII Scheme

Donations
No political donations (2012 nil} were made during the year
Employee involvement

Employees are kept up to date about a wide range of Company developments through a programme of
engagement activities, delivered through a variety of channels This includes formal Director briefings for all
employees and communication by management on the Company’s performance and strategy, as wel_l‘as regular
bulletins and employee newsletters In additicn, informal discussions take place between senior management
and the formal employee consultation bodies In 2013 Ageas ran its fifth UK-wide engagement survey and
work was undertaken to embed the intranet launched in 2012 to further promote a two-way dialogue between
employees and the organisation, and to connect people across different businesses

Simultaneously with the Part VII Scheme, all GICL employees were transferred to AIL under the auspices of the
Transfer of Undertakings (Protection of Employment) legislation

Disabled persons

In hne with the legislation relating to discnimination in employment, including the employment of people with
disabilities, the Company's policy and procedures include our requirements and obligations and alsc form part
of our management traiming In addition an e-learning module further embeds cur approach to a diverse
working environment which 1s made available to all employees Qur approach to diversity 1s monitored regularly
and 1s considered by the Board and the Ageas UK Remuneration Committee

Going Concern

As explained above, GICL's entire business has been transferred to AIL and an application for deauthorisation
has been made, following which the remaining assets of GICL will be distributed to AUK The Directors intend to
take steps to dissolve the Company and National Motor in 2014 Consequently the Financial Statements have
not been prepared on a going concern basis
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Directors’ Report (continued)

T n—
e

Disclosure of information to auditors

Sa far as the Directors believe, there s no relevant information of which the Coempany’s auditor 1s unaware The
Directors have taken all steps that they ought to have taken as Directors in order to make themselves aware of
any relevant audit information and to estabhsh that the Company’s auditor has been informed of that

information

Directors

The present Directors of the Company are shown on the Company Information on page 2 The Directors have
served throughout the year with the exception of

S Watson
M R Matras
o Smith

L Callander
R M Harvey
N Urmston
Winlow

] Clarke

] Smale

PPITZC0O >

Indemnification of Directors

Auditors

Appointed

8 February 2013

8 July 2013
8 luly 2013

Resigned

31 March 2013
31 March 2013
23 May 2013

1 November 2013
1 November 2013
1 November 2013
1 November 2013
1 November 2013

The Directors have benefited from the provision of a third party indemnity during the year

Pursuant to Section 487 of the Companies Act 2006, the auditors will be deemed to be reappointed and KPMG

Audit Pic will therefore continue 1n office

By order of the Board

A 5 Hunter

Company Secretary

24 March 2014

6™ Floor,

One Amenca Square,

17 Crosswall,

London EC3N 2LB,

United Kingdom
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Statement of Directors’ Responsibilities

The Directors are responsible for preparing the Strategic Report and Directors’ Report and the financial
statements in accordance with applicable law and regulations

Company law requires the Directors to prepare group and parent company financial statements for each
financial year Under that law the Directors have elected to prepare both the group and the parent company
financial statements in accordance with International Financial Reporting Standards (IFRS), as adopted by the
European Union, and applicable taw  Under company law the Directors must not approve the financial
statements unless they are satisfied that they give a true and fair view of the state of affairs of the group and
the parent company and of the profit or loss for that period In preparing each of the group and parent
company financial statements the Directors are required to

» select suitable accounting pelicies and then apply them consistentiy,
« make judgements and estimates that are reasonable and prudent, and

» state whether they have been prepared in accordance with International Financial Reporting Standards as
adopted by the EU

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
group and the company and to enable them to ensure that the financial statements comply with the Companies
Act 2006 They have general responsibility for taking such steps as are reasonably open to them to safeguard
the assets of the group and the company and to prevent and detect fraud and other irregulanties

GICL 2013 Limited (Registered number 995253} Statement of Directors’ Responsibilities 6




Independent Auditor’s Report

For the year ended 31 December 2013

Independent auditor's report to the members of GICL 2013 Limited

We have audited the Financial Statements of GICL 2013 Limited for the year ended 31 December 2013 set out
on pages 8 to 46 The financial reporting framework that has been applied In their preparation 1s apphicable law
and International Financial Reporting Standards {IFRSs) as adopted by the EU and, as regards the parent
Company Financial Statements, as applied in accordance with the provisions of the Companies Act 2006

This report 15 made solely to the Company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of
the Companies 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 in an auditor's report and for no other purpose To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
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 Auditors

As explained more fully in the Statement of Directors’ Responsibihties set out on page 6, the Directors are
responsible for the preparation of the Financtal Statements and for being satisfied that they give a true and fair
view Qur responsibility 1s to audit, and express an opinion on, the Financial Statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to comply
with the Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the Financial Statements

A description of the scope of an audit of Financial Statements i1s provided on the Financial Reporting Council’s
website at www frc org uk/auditscopeukprivate

Opinion on the Financial Statements
In our opinion

+ the Financial Statements give a true and fair view of the state of the Group’s and of the parent
Caompany's affairs as at 31 December 2013 and of the Group’s profit for the year then ended,

+ The Group’s Financial Statements have been properly prepared in accordance with IFRSs as adopted by
the European Union,

» the parent company Financial Statements have been properly prepared in accordance with IFR5s as
adopted by the European Union and as applied in accordance with the provisions of the Companies Act
2006, and

« the Financia! Statements have been prepared in accordance with the requirements of the Companies
Act 2006

Emphasis of matter - Going concern

In forming our opinion on the Financial Statements, which 1s not modified, we have considered the adequacy of
the disclosure made n the Directors’ Report which explains that the Financial Statements are not prepared on
the going concern basis for the reason set ocut in Note 1(b)

Opinion on other matters prescribed by the Companies Act 2006

In our opinion the information given In the Strategic Report and the Directors’ Report for the financial year for
which the Financial Statements are prepared s consistent with the Financial Statements

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 by the parent Company, or returns adequate for our
audit have not been received from branches not visited by us, or

« the parent company 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 infermation and explanations we require for our audit
Jonathan Bell (Semior statutory auditor) 15 Canada Square
For and on behalf of KPMG Audit plc, Statutory Auditor Canary Wharf
Chartered Accountants and Statutory Auditors London, E14 5GL
24 March 2014 United Kingdom
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Consolidated Income Statement

For the year ended 31 December 2013

31 December 31 December

2013 2012
Notes £000 £000
Income
Gross premiums wntten
Continuwing business until date of Part VII Scheme 25(b} 252,236 376,278
Portfolio transfer premium 25(b) {179,989) -
72,247 376,278
Change in gross unearned premiums 25(b} 196,274 31,525
Gross premiums earned 25(b} 268,521 407,803
Written premiuns ceded to reinsurers 25(b} (13,233) (34,120}
Change in reinsurers' share of unearned premium 25(b) (137) (109)
Net premiums earned 255,151 373,574
Investment tncome 5 14,579 24,275
Other income 6 336 22,549
Total income 270,066 420,798
Expenses
Claims mnourred, net of reinsurance 7,25(c) (165,869} (267,855}
Acquisition costs 8 (72,600} (101,814)
Administrative expenses 9 (14,213} (37,927}
Change 1n other technical provisions 25(d) 953 (853}
Cther charges (1) (185)
Operating profit 18,336 12,064
Finance costs 12 (23} (50}
Profit before tax 18,313 12,014
Taxation 13 - (31,804)
Profit (Loss) for the year 18,313 {19,790)

The impact on the results of the Part VII Scheme 1s shown in Note 4

The Notes on pages 13 to 46 form an integral part of these Financial Statements
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Consolidated Statement of Comprehensive Income

For the year ended 31 December 2013

31 December 31 December

2013 2012
Notes £000 £000
Profit {L.oss)} for the year 18,313 (15,790)
Other comprehensive income net of tax
Items that will never be reclassfied to profit or loss
Actuarial losses on defined benefit pension scheme 26 - (25,967)
Tax relating to actuarial losses - 5,314
- {20,653)
Items that are or may be reciassified to profit or loss
Change n fair value of financial assets avallable for sale 516 {10,273) 2,356
Tax relating to fair value (losses) gains - (577
(10,273) 1,779
Other comprehensive income for the year net of tax {(10,273) (18,874)
Total comprehensive income for the year 8,040 {38,664)

The Notes on pages 13 to 46 form an integral part of these Financial Statements
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Consolidated and Company Statements of Financial Position

As at 31 December 2013

Group Company

31 December 31 Decerrber 31 December 31 December
2013 2012 2013 2012
Notes £000 £000 £000 £000

ASSETS
Investments in group undertakings 14 - - 2,000 2,000
Property, plant and equpmert 15 - 4,689 - 4,689
Finangal assets 16 - 583,810 - 583,810
Deferred tax asset 17 - 29,534 - 29,534
Deferred acquation costs 18 - 49,862 - 49,862
Reairsurance assets 19 - 54,376 - 54,376
Insurance and other receivables 20 - 87,750 - 87,750
Cash and cash equvalents 21 3,250 29,460 615 26,822
Total assets 3,250 839,481 2,615 838,843

EQUITY
Called up share capital 2 1,000 118,064 1,000 118,064
Retaned earnings 2,250 53,860 1,615 53 222
Total equity 3,250 171,924 2,615 171,286

LIABILITIES

Provisions for other nsks and charges 24 - 8,858 - 8,858
Insurance contrad proviaons 25 - 623,127 - 623,127
Trade and other payables 27 - 22,934 - 22,934
Finanoal habiltties 28 - 489 - 489
Accruals and deferred income - 12,149 - 12,149
Total liabilities - 667,557 - 667,557
Total equity and liabilities 3,250 839,481 2,615 838,843

The Financial Statements on pages 8 to 46 were approved by the Board of Directors on 24 March 2014 and

signed on its behalf by

==

F-X Boisseau
Chief Executive Officer

R Z

R L Sampson
Finance Director

The Notes on pages 13 to 46 form an integral part of these Financial Statements

GICL 2013 Limited (Registered number 995253)

Consolhdated and Company Statements of Financial Position 10




Consolidated Statement of Changes in Equity

For the year ended 31 December 2013

Share Retained Total
Capital Earnings Equity

£000 £000 £000
Balance at 1 January 2012 118,064 92,524 210,588
Total comprehensive expense for the year - (38,664) (38,664)
Equity dividends - - -
Balance at 31 December 2012 118,064 53,860 171,924
Total comprehensive iIncome for the year - 8,040 8,040
Reduction in capital (117,064) 117,064 -
Equity dividends - (176,714) (176,714)
Balance at 31 December 2013 1,000 2,250 3,250
Company Statement of Changes in Equity
For the year ended 31 December 2013

Share Retained Total

Capital Earnings Equity

£000 £000 £000
Balance at 1 January 2012 118,064 91,902 209,966
Total comprehensive expense for the year - (38,680) (38,680)
Equity dividends - - -
Balance at 31 December 2012 118,064 53,222 171,286
Total comprehensive income for the year - 8,043 8,043
Reduction in capital (117,064) 117,064 -
Equity dividends - {(176,714) (176,714)
Balance at 31 December 2013 1,000 1,615 2,615

The Notes on pages 13 to 46 form an integral part of these Financral Statements

GICL 2013 Limited {Registered number 995253)
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Consolidated Statement of Cash Flows

For the year ended 31 December 2013

31 December 31 December

2013 2012

Ll _._.___%£000_  _£000
Profit before tax 18,313 12,014
Adjustments for
Investment income per the Income Statement {(14,579) (24,275)
Finance msts per the Income Statemert 23 50
Employee berefits credited to the Income Statement - (20,721)
Amortisation, depreciation and impairment charges 1,070 1,397
Loss on disposal of intangible asset - 535
Loss on disposal of property, plant and equipment 63 337
Operating profit (loss) before working apital changes 4,890 (30,663)
Change in deferred acqusition costs 3,627 4,172
Change 1n insurance contract provisions, net of reinsurance (17,522) (31,816)
Change I1n insurance and other receivables (908) 21,368
Change 1n trade and other payables (69) (5,157)
Change 1n acguals and provisions (3,950) 5,442
Cash flows used 1n operations (18,862) (5,991)
Investment income received net of expenses 16,942 30,763
Contributions to defined benefit persion scheme - (5,833)
Net cash flow from operating activities 2,970 {11,724)
Purchase of property, plant and equipment (387} (2,691)
Sale of financal assets 101,577 121,687
Purchase of financial assets (82,479) (93,680)
Net cash flow frominvesting adivities 18,711 25,306
Dividends paid by setttement of cash (20,000) -
Net cash transferred under Part VII Scheme (27,868) -
Settlement of defined benefit persion scheme habihity - (40,000)
Payments pad under finance leases (23) (50)
Net cash flow fromfinanang actvities (47,891) (40,050)
Cash and cash eguivalents at 1 January 29,460 55,928
Net cash flow from cperating actvities 2,970 (11,724}
Net cash flow from investing activities 18,711 25,306
Net cash flow from finanang activities (47,891} (40,050)
Cash and cash eguivalents at 31 December 3,250 29,460

The Notes on pages 13 to 46 form an integral part of these Financial Statements
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Notes to the Financial Statements

For the year ended 31 December 2013

1 SIGNIFICANT ACCOUNTING POLICIES

{a) Statement of compliance

These Financial Statements have been prepared in accordance with the International Financial Reporting
Standards and IFRIC interpretations applicable for annual accounting periods commencing 1 January 2013, as
endorsed by the European Union {'EU)

In accordance with IFRS 4 (Insurance Contracts), GICL continues to apply existing accounting policies to its
Insurance contracts thereby complying with the Statement of Recommended Practice ('SORP’) on Accounting
for Insurance Businesses issued by the Association of British Insurers in December 2005 (as amended In
December 2006)

There have been no new standards with a required application date occurring durtng 2013 which affect
disclosures by GICL and the Company All new standards and interpretations released by the International
Accounting Standards Board have been considered and ones that are or may be relevant are listed below

Except for the changes below, GICL has consistently applied the accounting policies set out 1n this Note to all
periods presented in these consclidated financial statements

GICL has adopted the following new standards and amendments to existing standards

« [IAS 1 (revised) 'Presentation of Financial Statements’ applicable to accounting periods starting on or
after 1 July 2012 The presentation of information disclosed in Other Comprehensive Income has
changed

« IFRS 13 ‘Fair Value Measurement’ applicable to accounting periods starting on or after 1 January 2013
IFRS 13 establishes a single framework for measuring fair value and disclosures thereafter The
standard has had no impact on the measurement of GICL’s assets and habilities or on the disclosure

+ IFRS 7 'Disclosures - offsetting financial assets and financial habilities’ apphicable to accounting penods
starting on or after 1 January 2013 The amendment to IFRS 7 has had no impact on the disclosures on
GICL’'s Financial Statements

GICL has not applied the following standards and (nterpretations in advance of their application date {no impact
unless stated)
= IAS 27 ‘Consolidated and Separate Financial Statements’, applicable with effect from 1 January 2014,
will have disclosure impact only,
s A5 32 ‘Offsetting financial assets and financial liabilities, applicable 1 January 2014,
IFRS 10 ‘Consolidated Financial Statements’, applicable with effect from 1 January 2014

In addition, the following standard 15 in 1ssue but has not yet been adopted by the EU Its impact on the
Financial Statements has yet to be assessed
= IFRS 9 'Financial Instruments - Classification and measurement of financial assets’

~

{b) Basis of presentation

‘GICL’ comprises GICL 2013 Limited and 1ts subsidiary undertakings The Financial Statements are presented in
Pounds Sterling and are rounded to the nearest thousand They are prepared con the historical cost basis
except that equities and fixed income secunties are stated at their fair value The Company 1s a wholly owned
subsidiary of Ageas (UK) Limited, whose ultimate parent company 1s Ageas SA/NV which produces consolidated
accounts which are publicly available

The Company is taking advantage of the exemption in S408 of the Companies Act 2006 not to present its
individual Statement of Consolidated Income and related notes that form part of a full set of Financial
Statements The statement of compltance above 1s based upon the full Financial Statements, of which these
pubhshed financial statements are an extract The profit dealt with 1n the accounts of the Company Is
£18,317,000 (2012 loss of £19,806,000)

The preparation of the Financial Statements in accordance with IFRS requires Management to make
Jjudgements, estimates and assumptions that affect the application of policies and reported amounts of assets
and habilities, iIncome and expenses These estimates and assumptions are based on past expenience and other
factors that are believed to be reasonable in the circumstances Actual results may differ from these estimates
Judgements made by Management in the application of IFRS that have a significant effect on the Financal
Statements and estimates with a significant risk of material adjustment in future financial years are discussed
in Note 2
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Notes to the Financial Statements

For the year ended 31 December 2013

1. SIGNIFICANT ACCOUNTING POLICIES (continued)
{b) Basis of presentation (continued)

Following the Part VII Scheme, the Company and National Motor have applied to be deauthorised following
which the Directors intend to dissolve both companies in 2014  Accordingly, the Directors have concluded that
the Financial Statements should not be prepared on a going concern basis The Directors have reviewed the
assets and habihties of GICL and the Company at the date of the statement of financial position and have
concluded that no adjustments were necessary to the carrying value of those assets and habilities as a result of
this conclusion

(c) Basis of consolidation

The consolidated Financial Statements incorporate the assets, habihties and results of the Company and its
subsidiary undertakings drawn up to 31 December each year The results of subsidiary undertakings acquired
or sold dunng the period are included in the consolidated results from the date of acquisition or up to the date
of disposal On acquisition of a subsidiary undertaking, all of its assets and liabiltties that exist at the date of
acquisition are recorded at their fair values reflecting their condition at that date

Intra-group balances, transactions and any unrealised gains arnising from intra-group transactions are
eliminated in preparing the consolidated Financial Statements Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset transferred

Subsidianies are all entities over which GICL (indirectty or directly) has the power to govern the financial and
operating policies generally accompanying a shareholding of more than one half of the voting rights
Subsidianies are fully consolidated from the date on which control i1s transferred to GICL They are excluded
from the consclidation on the date on which control ceases

{d) Classification of contracts

Contracts under which GICL accepted significant insurance nisk from another party (the policyholder) by
agreeing to compensate the policyholder or other beneficiary 1f a specified uncertain future event {the insured
event) adversely affects the policyholder are classified as insurance contracts The significance of insurance
risk 1s dependent on both the probability of an insured event and the magnitude of its potential effect GICL has
undertaken a detailed review of all its underwriting contracts and classified all these as insurance contracts

(e) Recognition and measurement of contracts

The results for all classes of business are determined on an annual basis whereby the incurred cost of claims,
commissions and related expenses are charged agamnst the earned proportion of premiums, net of reinsurance,
as follows

(I} Premiums written

Premiums written relate to business incepted durning the year, together with any differences between booked
premiums for prior years and those previously accrued, and include estimates of premwums due but not yet
recervable or notified to GICL, less any allowance for cancellations The premium consideration paid as a result
of a Part VII Scheme has been included within premiums wnitten

Premiums written are accounted for gross of commission except for premium on policies sold through certain
intermediaries, whereby those (ntermedianies are responsible for setting the amount charged to the
policyholder In accordance with the terms of the underwnting agreements with those intermediaries, GICL has
recognised only the premium receivable from the intermedianes, which excludes any commission charged by
the intermediaries to the policyholders

Premiums ceded to reinsurers are recognmsed as a deduction from gross premiums earned in accordance with
the contractual arrangements with reinsurers

GICL 2013 Lmited (Registered number 935253) Notes to the Financial Statements 14



Notes to the Financial Statements

For the year ended 31 December 2013

1. SIGNIFICANT ACCOUNTING POLICIES (continued)
(II) Unearned premiums

Unearned premiums represent the proportion of premiums written in the year that relate to unexpired terms
of pohcies In force at the date of the statement of financial position, calculated on a time apportionment
basis

{III) Acquisition costs

Acquisition costs, which represent commission and other related expenses, are capitalised and deferred and
earned on the same basis as the related premiums

(IV) Liabiity adequacy test

At the date of each statement of financial position, habiity adequacy tests are performed by each line of
business to ensure that insurance habilities are sufficient with regard to current estimates of future cash
flows generated by insurance contracts, net of related deferred acquisition costs Future cash flows resulting
from contracts take into account their attached cover and options In performing these tests current best
estimates of future contractual cash flows and claims handling and admimistration expenses are used Any
deficiency 1s immediately charged to the Income Statement by establishing an unexpired risk reserve

(V) Claims incurred

Claims incurred comprise claims and related expenses paid in the year and changes in the provisions for
outstanding claims, including provisions for claims incurred but not reperted and related expenses, together
with adjustments to claims from previous years Where applicable, deductions are made for salvage and
subrogated recoveries

(VI) Claims outstanding

Provision 1s made at the year end for the estimated cost of claims incurred but not settled at the date of the
statement of financial position, including the cost of claims ncurred but not yet reported to GICL The
estimated cost of claims includes expenses to be incurred in setthing clarms A separate asset i1s booked for
the expected value of salvage and other recoveries GICL does not discount its habilities for unpaid claims
except for periodic payment orders GICL takes all reasonable steps to ensure that it has appropriate
information regarding its claims exposures However, given the uncertainty 1n establishing claims provisions,
it 1s likely that the final outcome will prove to be different from the original provision established

(VII) Reinsurance

GICL cedes reinsurance in the normal course of business for the purpose of limiting its net loss potential
through the diversification of its rnisks Reinsurance arrangements do not relieve GICL from its direct
obhigations to policyholders

The benefits to which GICL and the Company i1s entitled under outward reinsurance contracts are recognised
as reinsurance assets These assets consist of short term balances due from reinsurers (classified within
“Insurance and other receivables”) as well as longer term recewvables (classified as “reinsurance assets”)
Amounts recoverable from reinsurers are estimated in a manner consistent with claims outstanding
provisions or settled claims

Amounts receivable under reinsurance contracts are assessed for impairment at each date of the statement
of financial position Such assets are deemed impaired if there 1s objective evidence as a result of an event
that occurred after imitial recognition, that GICL and the Company will not recover all amounts due and that
the event has a reliably measurable impact on the amounts that GICL and the Company will receive from the
reinsurer
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Notes to the Financial Statements

For the year ended 31 December 2013

1. SIGNIFICANT ACCOUNTING POLICIES (continued)
(VIII) Basis of accounting for Part VII Schemes

The Part VII Scheme from the Company and National Motor to AIL were two separate transactions,
comprising the transfer of all in-force policies and ail claims outstanding of GICL at the date of the transfer (1
October 2013 for accounting purposes) GICL transferred all its assets (save per those shown of the
Statement of Financial Position) to AIL in consideration for AIL assuming responsibility for any claim ansing
on any of GICL's policies whenever occurnng after the transfer date An amount equal to the unearned
premiurmn reserve has been accounted for as a premium paid deducted from gross written premiums An
amount equal to the claims gutstanding reserves has been accounted for within gross paid claims Equivalent
amounts for reinsurance have been accounted for within reinsurance premiums and reinsurers’ share of paid
claims

The Part VII Scheme of business in 2012 from GICL to SimplyHealth Access ("SHA") was a single transaction,
comprising the transfer of in-force policies and claims outstanding in respect of private medicai business
GICL paid an amount to SHA in consideration for SHA assuming responsibility for the claims arnising on the in-
force polictes written by GICL and unexpired at the effective date of the transfer {unearned premium) until
the expiry of those policies This has been accounted for within premiums written GICL paid an amount to
SHA n consideration for SHA assuming respensibility for the claims notified and unpaid and claims incurred
but not reported at the effective date of the transfer on policies wntten by GICL The amount paid has been
accounted for within paid claims The consideration paid for the transfer of unearned premium and claims
outstanding was n the form of assets and liabilities related to the operations of the transferred business

(f) Income

Income comprises insurance premiums earned, net of reinsurance, commission income and nvestment
income The accounting policy in relatiecn to insurance premiums 1s disclosed above in (e) and in relation to
investment income n {1) below

{g) Investment in Group undertaking

The Company recogmises atl investment in group undertaking at cost less provisions for impairment in value
]

(h) Property, plant and equipment -

Property, plant and equipment are stated at cost less accumulated depreciation Depreciation 1s calculated
50 as to write off the cost of such assets on a straight line basis over their useful economic iife which are
determined as follows

Fixture & fittings 4 to 5 years
Office equipment 4 to 5 years
Computer eguipment 2 to 4 years
Motor vehicles 4 to 5 years

Gains and losses on disposal are determined by comparing the proceeds with the carrying amount Gains
and fosses on disposal are included in the Income Statement
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Notes to the Financial Statements

For the year ended 31 December 2013

1. SIGNIFICANT ACCOUNTING POLICIES (continued)
(i) Financial assets

GICL's and the Company's financial assets comprise fixed interest secunities, deposits (to the extent they
have a maturity date of more than 3 months from the date of placement) and leans GICL also invested in
shares until March 2012 Financial assets are recognised when GICL becomes a party to the contractual
provisions of these assets Financial assets are derecognised when the contractual nghts exptre or when the
assets and substantially all the nsks and rewards of cwnership are transferred from GICL

Shares and fixed interest secunities are classified as “available for sale” and recorded at fair values which Iin
all cases are quoted prices 1n an active market {Level 1) Movements in the fair value of these assets are
recorded in the Statement of Comprehensive Income unless a financial asset 1s considered impaired, 1in which
case the amount of the impairment 1s recognised in the Income Statement

Deposits and ioans are recerded at historical cost

Financial assets are measured without any deduction for transaction costs that GICL may incur on disposal
The fair value of quoted investments 1s the quoted bid price at the date of the statement of financial position

Investment income comprises all interest and dividend income, movements In amortised cost on fixed
interest secunties and realised gains and losses, nef of investment expenses, impairment charges and
interest payable Interest income 15 recognised as it accrues, taking in to account the effective yield on the
investment When avallable-for-sale financial assets are sold or impaired, the cumulative gains or losses
previously recognised in equity are recognised in the Income Statement The amount that s recognised mn
the Income Statement 1s the difference between the acquisition cost and the current fair value, less any
impairment loss previously recogmised 1n the Income Statement

At the date of each statement of financial position GICL looks for the existence of objective presumptions of
depreciation In its investments The criteria for impairment of shares was based on the significance of the fall
in fair value taking 1nto account the voilatihty of the financial markets during the accounting period Any
impairment of shares recognised at either date could not be subseguently reversed through the Income
Statement unless the shares were sold The critenia for impairment of other investments are based on the
likelihood of bond 1ssuers or counterparties defaulting on the repayment of principal Any impairment of
these investments can be reversed through the Income Statement in a subsequent accounting period

{j) Cash and cash equivalents

GICL and the Company have classified bank deposits and cash balances as cash and cash equivalents These
assets are readily convertible into known amounts of cash and are subject to inconsequential changes In
value A deposit is deemed a cash equivalent if it has less than three months to maturity at the time of
placement For the purposes of the cash flow statement, cash and cash equivalents are shown net of any
bank overdrafts

(k) Impairment of assets

Impairment of reinsurance assets 1s outhned in (e} (VII) above, of financial assets in {1) above The carrying
amount of GICL's and the Company’s other assets are reviewed at the date of the statement of financial
position to determine whether there is any indication of impairment An impairment {0ss 1s recognised to the
extent by which the asset’s carrying value exceeds its recoverable amount The recoverable amount s the
higher of an asset’s fair value and value in use In all cases, impairment losses are recognised In the Income
Statement

In respect of these other assets, an tmpairment loss 1s reversed if there has been a change in the estimates
used to determine the recoverable amount An impairment loss 1s reversed only to the extent that the asset’s
carrying value does not exceed the carrying value that would have been determined, net of depreciation or
amortisation, If no iImpairment loss had been recognised
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Notes to the Financial Statements

For the year ended 31 December 2013

1. SIGNIFICANT ACCOUNTING POLICIES {continued)
(1) Leases

Rentals payable under operating leases are charged on a straight-hine basis over the lease term All such
leases are for properties occupied by GICL

Leases of plant and equipment where GICL has substantially all the nsks and rewards of ownership are
classified as finance leases Finance leases are capitalised at the lease’s inception at the lower of the far
value of the leased asset and the present value of the minimum lease payments Each lease payment is
allocated between the habiity and finance charges so as to achieve a constant rate on the finance balance
outstanding The corresponding rental obligations, net of finance charges, are included in financial habilities
The interest element of the finance cost 1s charged to the Income Statement over the lease period so as to
produce a constant penodic rate of interest on the remaiming balance of the hability for each period Plant
and equipment acquired under finance leases 1s deprectated over the shorter of the asset’s useful ife and the
lease term

(m) Foreign currency translation

Monetary assets and habilities in foreign currencies are translated into sterling at the rates of exchange ruling
at date of the statement of financial pesition Transactions in foreign currencies are translated into sterling at
the rates of exchange prevailing at the date of the transaction Gains and losses ansing on translation are
accounted for in the Income Statement

{n) Income tax

Income taxes include all taxes, both current and deferred Income tax 1s recogmised in the Income Statement
except where 1t relates o an item which 1s recognised in the Statement of Comprehensive Income When
income taxes are payable or recewvable and the payment 1s not subject to the execution of future
transactions, the tax i1s classified as due, even If the payment 1s spread over several years It appears as an
asset or habihity in the Statement of Financial Position as applicable

Current tax 1s the expected tax payable or recoverable on the taxable profits or losses for the year, using tax
rates enacted or substantially enacted at the date of the statement of financial position, and any adjustment
to tax payable or recoverable in respect of previous years

Deferred tax ts provided for using the lLability method on temporary differences ansing between the tax
bases of assets and lhabiities and their carrying amounts 1in the Financial Statements Deferred tax is
determined using tax rates and laws that have been enacted or substantively enacted by the date of the
statement of financial position and are expected to apply when the related deferred income tax asset Is
realised or the deferred tax habilty 1s settled

Deferred tax assets are recognised to the extent that it 1s probable that the future taxable profit will be
availlable against which the temporary differences can be utiised

Deferred tax assets and liabilities are not discounted
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Notes to the Financial Statements

For the year ended 31 December 2013

1. SIGNIFICANT ACCOUNTING POLICIES (continued)
{o) Employee benefits

GICL and the Company operated defined contributicn schemes until the date of the Part VIl Scheme and,
until 14 November 2012, a defined benefit pension scheme

A defined contribution scheme 1s a pension plan under which GICL pays fixed contributions to an independent
entity In this case, GICL 1s not bound by any lega!l or implied obligation forcing it to contribute additional
amounts to the scheme in the event the assets are not sufficient to pay all employees the benefits owed for
the services rendered during the current and previous years Pension schemes that are not defined
contribution schemes are defined benefit schemes This i1s the case, for example, for a scheme that defines
the amount of the pension benefit that will be collected by an employee at retirement, which 1s generally a
function of one or more factors, such as age, years of service and salary

The habilities recorded on the Statement of Financial Position for the defined benefit pension scheme
correspond to the discounted value of obligatons linked to the defined benefit scheme at the date of the
statement of financiai position after deducting scheme assets

Actuarial gains and losses resulting from experience-based adjustments and modifications 1n actuanal
assumptions are booked directly 1n the Statement of Comprehensive Income

The past service costs are /mmediately recognised in the Income Statement unless the changes in the
pension scheme are subject to employees working over a defined period (the vesting pertod for rights) In
this case, the costs of past services are amortised using the straight ine method over this vesting period

For defined contribution schemes, GICL and the Company pays contributions to pension schemes and is not

hable for any other payment commitment The contributions are booked as expenses related to employee |
benefits when they are due Any contributions paid in advance are recorded as assets to the extent that the I
advance payment results in a reduction of future payments or a cash reimbursement

(p) Provisions

Provisions are Liabilities with uncertainties in the amount or timing of payments Provisions are recognised If
there I1s a present obligation to transfer economic benefits, such as cash flows, as a result of past events and
a reliable estimate can he made at the date of the statement of financial position

(q) Financial liabilities

Financial habiities are classified as current liabilities unless GICL has an uncondiional nght to defer
settlement of the hability for at least twelve months after the date of the statement of financial position
Finance costs are recognised as an expense in the period in which they are incurred Financial habihties are
recorded at cost being the fair value of the proceeds net of transaction costs
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For the year ended 31 December 2013

2. ACCOUNTING ESTIMATES AND JUDGEMENTS

The most cnitical estimates and judgements made by GICL were those regarding reported and unreported
claims, defined benefit pension obligations and deferred tax

Claims Outstanding

GICL estabhshed reserves tn respect of the anticipated losses incurred in respect of the business it has
written The reserves were splhit into two components - reserves relating to business that was yet to be
earned (unexpired business) and reserves relating to business that had already been earned For business
that had already been earned, an estimation of reserves for Claims Incurred but not reported ("IBNR") was
required The estimation of IBNR was generally subject to a greater degree of uncertainty than the
estimation of the cost of setthng claims already notified to GICL where more information about the claims
event was generally available Claims IBNR may often not be apparent to the insured or insurer until many
years after the events giving nise to the clams have happened Classes of business where the IBNR
proportion of the total reserve was high would have typically displayed greater vanations between imital
estimates and final cutcomes because of the greater degree of difficulty of estimating these reserves
Classes of business where claims were typically reported relatively quickly after the claim event tended to
display lower levels of volatihity In calculating the estimated cost of unpaid claims GICL used a variety of
estimation techniques, generally based upon statistical analyses of historical experience, which assumed that
the development pattern of current claims would have been consistent with past experience Allowance was
made, however, for changes or uncertainties which may have created distortions in the underiying statistics
or which might have caused the cost of unsettled claims to increase or reduce when compared with the cost
of previously settled claims including

» changes in the GICL's processes which might accelerate or slow down the development and/or recording
of paid or incurred claims compared with the statistics from previous periods,

changes In the legal environment,

the effects of inflation,

changes in the mix of business, and

the impact of large losses

A component of these estimation techniques was usually the estimation of the cost of notified but not paid
claims In estimating the cost of these GICL had regard to the claim circumstance as reported, any
information avallable from loss adjusters and information on the cost of setthng claims with similar
characteristics in previous periods

Large claims impacting each relevant business class were generally assessed separately, being measured on
a case by case basis or projected separately in order to allow for the possible distorting effect of the
development and incidence of these large claims

Where possible GICL adopted multiple techniques to estimate the required level of provisions This assisted in
giving a greater understanding of the trends inherent in the data being projected The projections given by
the various methodoiogies also assisted in setting the range of possible outcomes The most appropnate
estimation technique was selected taking into account the characteristics of the business class and the extent
of the development of each accident year

For further details on claims reserving, see Note 25
Defined benefit pension obligations

Until 14 November 2012, GICL operated a defined benefit pension scheme GICL and the Company’s liability
for defined benefit pension obligations was based on various estimates including discount rates, expected
returns on plan assets, future salary increases, future pension increases and mortality rates Differences in
future actual experience could have resuited in the habilhity recorded 1n the Statement of Financial Position
proving to be either too high or too low

For further details on defined benefit pension obligations, see Note 26 The final settlement of GICL's hability
to the scheme in 2012 has removed any ongoing gbhgations for the Company
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2. ACCOUNTING ESTIMATES AND JUDGEMENTS (continued)
Deferred tax

GICL had substantial unutiised tax losses which could be carried forward to offset income tax habilities
arising on future taxable profits GICL had to judge the extent to which future taxable profits would have
arisen such that any deferred tax asset was based on profits that were more likely to arise than not At 31
December 2012 and in view of the plan to transfer the business of GICL to AIL under a Part VII Scheme, that
judgement included taking account of future taxable profits of AIL GICL and AIL had taken account of
budgets and forecasts in establishing the ikelihood of recoverability of the unutiised tax losses As part of
the changes to accounting estimates following its acquisition by AUK, GICL had adopted a more prudent view
of the number of future years’ profits to be incorporated in the recognition of the deferred tax asset

Another significant timing difference related to the defined benefit pension scheme defiat A deferred tax
asset was recognised to the extent of contributions GICL anticipated making during the period of hikely future
profitability This aspect of the deferred tax asset has been ehminated with effect from 14 November 2012

For further details on deferred tax, see Notes 13 and 17
3. RISK MANAGEMENT

GICL's pnmary actwity, the acceptance of risk of loss from individuals or businesses, exposed it to a number
of risks which may have adversely affected GICL's ability to meet its business objectives The maost directly
relevant risk was insurance rnisk  However GICL was also exposed to financial risk through its financial
assets, nsurance recewvables and reinsurance assets that enabled 1t to fund obligations ansing from its
insurance contracts as they fell due The most important camponents of financial risk were market risk,
liquidity risk and credit nisk

In response to the risks GICL faced, GICL impiemented a risk framework which was designed to i1dentify,
assess and manage risk within an agreed nsk appetite rather than to eliminate &  Accordingly GICL
implemented a range of internal controls within its operations to mitigate nsk  Operational risk was the risk
that such controls failed or were inadequate or were absent The nsk framework included an event
notification procedure which enabled focus on preventing a similar incident occurning in addition to managing
the impact of the event, thereby ensuring a proactive control environment The process was overseen by the
Risk Management Committee, delegated sub-committees and oversight provided by the Audit Committee

Following the transfer of GICL's entire business to AIL the risks described in the following paragraphs have
been eliminated

(a) Insurance risk

GICL assumed insurance risk by 1ssuing contracts of insurance under which GICL agreed to compensate the
policyholder or other beneficiary if a specified uncertain future event (the insured event) affecting the
pohcyholder occurred The risk under any one insurance contract was the possibility that the insured event
occurred and the uncertainty of the amount of the resulting clam By the very nature of an insurance
contract, this risk was random and therefore unpredictable

For a portfoiio of insurance contracts where the theory of probability 1s applied to pricing and reserving, the
principal risks GICL face were

(1} under-pricing of a nisk,

(2) acceptance of risk that was not intended, by virtue of either size or nature or both, and

{3) wunder-reserving of a loss not only because of factors arising from (1) and {2) but also because of
inadeguate reserving or risk recording technigues
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3. RISK MANAGEMENT (continued)

To assist with the process of pncang and managing the insurance risk that GICL accepted, GICL routinely
performed a wide range of activities including the following

reqularly updating GICL's nsk models,

documenting, momtoring and reporting on GICL's strategy to manage risk,

developing systems that facilitated the identification of emerging 1ssues promptly,

developing processes that factored market intelligence and tight nsk acceptance critena into the pricing
process, and .

= utilising GICL's management information systems to make pricng adjustmerts in accordance with
emerging claims experience

All underwnting staff and binding agencies were set strict parameters in relation to the levels and types of
business they underwrote, based on individual levels of experience and competence Regular meetings were
held between the senior underwnting managers and the actuanes to monitor pncing 1ssues, and a monthly
report was submitted to the Executive Directors Underwriting hmits were in place to enforce appropriate risk
selection critena and to ensure that risks were as diversified as possible and that terms and conditions,
including premium rates, appropriately reflected the risk

One of the toals for managing insurance risk was reinsurance Reinsurance was purchased to hmit the loss
GICL may have incurred from a single insured event The hmit varred according to the line of husiness and
the type of event Reinsurance was also purchased to mit losses that might have arisen on catastrophic
events, where GICL. was exposed to many individual losses arising from the same insured event, such as a
flood or windstorm

GICL's internal audit function, which was wholly independent of the underwriting function, performed reviews
throughout GICL to venfy that underwnting teams were 1in compliance with the Board’s policies and required
procedures

GICL faced a risk that it may have under-reserved the lesses it incurred That is, the actual claim payments
may have exceeded the projected amount of the insurance habihties This might have occurred because the
frequency or severity of claims was greater than estimated Insurance events are random and the actual
number and amount of claims would have vaned from year to year from the level established using actuanal
techniques The frequency and severnity of claims can be affected by several factors such as inflation, legal
rulings, weather events, the economic environment and measurement of damages GICL managed these
risks through its underwriting strategy, adequate reinsurance arrangements and proactive claims handling
procedures

GICL was exposed to high seventy, low frequency events, such as natural disasters They represented a
significant nisk because the occurrence of an event, whilst unhkely 1n any given accounting period, would
have a significantly adverse effect on GICL's cash flow These risks were managed in two ways First
underwriters were not permitted to underwnte individual risks that exceeded specified imits unless the
expected profits ware commensurate with the risks assumed Secondly, the nisk was managed through the
use of reinsurance, as described above

GICL developed its underwriting strategy to diversify the type of insurance nisk accepted where possible
Nonetheless GICL chose to focus on types of insurance it felt it could manage well and accordingly a
concentration of rnsk existed within individual segments of the portfolic GICL could have been exposed to an
insurance risk by virtue of a cencentration of contracts issued, for example, to a particular demographic type
of policyholder, within a particular geographical location or to particular types of commercial activity and
businesses These risks were managed through the underwnting strategy and use of adequate reinsurance
contracts From a reserving perspective, expernience showed that the larger the portfolio of simiar insurance
contracts, the smaller the relative variability about the expected outcome would have been This improved
the accuracy of reserving techmques

GICL's IBNR reserves were calculated by an experienced in-house team of actuaries who took into account
these facters The amounts reserved were subject to peer reviews within the actuanal team and independent
challenge from the Executive Reserving Committee
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3. RISK MANAGEMENT (continued)
The main types of risk insured by GICL were as follows

e Motor - consisting of property and habihty covers,

« Property - covering claims for damage to buildings or contents plus losses from business interruption for
commercial policyholders,

« Liabity - offering compensation to employees and members of the public suffering injury and for
property damage

Motor claims were analysed separately for non-injury heads of damage and third party injury claims Because
of their shorter time to settlement, non-injury claims were estimated with greater rehabiity and GICL
estimated these claims separately for private car, fleet, motorcycles and commercial vehicles By thewr nature
inury claims were more volatite and harder to estimate This 1s because it can take a long time for the
hability appeortionment to be assessed and the medical effect of the injuries to become known Some injury
claims can be very large in size, making the final result for motor more susceptible to an impact from a small
number of individual large losses

GICL projected separately for small and large injury claims and most of the IBNR habihty in respect of motor
insurance relates to third party injury claims Allowance was made within case reserves for the potential of
large injury claims to be settled via periodic payments

Where possible, property clarms were analysed separately by head of damage (subsidence, fiood, escape of
water, other) The development of large losses and catastrophes were analysed separately Non-subsidence
claims were estimated with greater reliabiity and GICL's estimation processes reflected all the factors that
influence the amount and timing of cash flows from these contracts The shorter settlement period for these
claims allowed GICL to achieve a hugher degree of certainty about the estimated cost of claims and relatively
little IBNR was held at the date of the statement of financial position However the longer time needed to
assess the emergence of a subsidence claim made the estimation process more uncertain for these clams A
significant proportion of the IBNR reserve for household nsurance contracts related to subsidence claims
Costs of rebullding properties, of replacement or indemnity for contents and of time taken to restart
operations for business interruption were key factors that influenced claims under these pohcies

Liabiity and contingency claims, which included both employers’ hability and general hability, were longer tail
than the other classes of business and a larger element of the claims prowvisions related to IBNR Claims
estimates were derived from a combination of {oss ratio based estimates and an estimate based upon actual
claims experience The imtial estimate of the loss ratio, based upon the experience of previous years,
adjusted for factors such as premium rate charges and claims inflation, and on the anticipated market
experience, was an important assumption in this estimation techrique In respect of Labiity claims, the
assessment of claims inflation and anticoipated market experience was particularly sensitive to the level of
court awards and to the development of legal precedent on matters of contract and tort The lhability class of
business was also subject to the emergence of new types of latent claims but no specific allowance was made
for this

(b) Market risk

Market risk can be described as the risk of change in the fair value of a financial instrument due to changes
in interest rates and market prices, whether specfic to the individual instrument or its 1ssuer, or to factors
affecting all instruments traded n the market GICL considered that all of its fixed interest secunties were
quoted on investment exchanges that constituted an active market for those securities
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3. RISK MANAGEMENT (continued)

Interest rate risk was the rnisk that the value of future cash flows of a financial instrument would have
fluctuated because of change in interest rates Fixed income securiiies represented a significant proportion of
GICL’s and the Company’s assets and the Executive Committee regularly monitored the investment strategy
to minimise the risk of a fall in the portfolio’s market vaiue which could have affected the amount of business
that GICL was able to underwrite or its ability to settle claims as they fell due The market value of fixed
interest securities was inversely correlated to movements in interest rates That 15, the market value of fixed
interest securities rose If interest rates fell

Most insurance contract habilities were not directly sensitive to the level of market interest rates as they
were undiscounted and contractually non-interest beanng Penodic payment orders took account of lkely
increases in payments due to, for example, inflation, and were discounted using a rate of interest based on
the same indexing factors

GICL has not utiised any berrowing facilities during the year

Market price risk was the risk that the fair value of GICL's and the Company’s financial instruments fluctuated
as a result of changes in market prices, principally in equity securities  If market prices increased generally,
it was hkely that GICL's financial assets would have increased as well GICL and the Company’s exposure to
equity price risks was limited to a relatively small proportion of the investment portfolio and the risk was
managed by diversifying over a number of companies and industries All equities were disposed of dunng
2012

(c) Liquidity risk

Liquidity risk was the rnisk that GICL, although solvent, either did not have avallable sufficient financial
resources to enable it to meet 1its obligations as they fell due, or could have secured them only at excessive
cost GICL was exposed to hguidity nisks ansing from daily calls on its cash reserves, notably from claims
arising on its insurance contracts GICL managed this risk by setting imits on the minimum level of maturing
funds available to meet such calls and on the minimum level of borrowing facilities that was 1n place to cover
claims at unusually high levels

The vast majonty of GICL's and the Company’'s investments were in highly hquid assets which could be
converted 1N to cash in a reasonably prompt fashion and at minimal expense The deposits with credit
institutions largely compnsed instant access or short dated certificates for which an active market exsted
and which GICL could access easilly GICL and the Company’s exposure to fixed income securities was
concentrated on high quahty and frequently traded secunties listed on the UK and other international stock
exchanges In order to maximise its investment return, GICL purchased fixed income secunties with varying
maturity dates Nevertheless regular interest receipts and GICL and the Company’s ability to iquidate these
secunties for cash in a prompt and reasonable manner enabled GICL and Company to satisfactorily manage
its hquidity risk

Insurance and other receivables comprised premium balances due from policyholders and intermediaries,
amounts recoverable from reinsurers in respect of paid claims, other recoverable amounts in respect of
salvage and subrogation, loans made by GICL and Company and amounts receivable 1n respect of investment
income There were no significant amounts which were due to GICL and Company for more than one year at
any time

Reinsurance assets compnsed remnsurers’ share of gross nsurance contract provisions This included
reinsurers’ share of claims outstanding, a significant element of which was not recoverable within one year of
the date of the statement of financial position

There were no significant amounts of insurance payables or reinsurance payables that fell due for payment
by GICL and Company other than within one year Insurance contract provisions included provisions for
claims outstanding, a significant element of which would have been payable after more than a year
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3. RISK MANAGEMENT (continued}

(d) Credit risk

Credit risk was the risk that a counterparty would not be able to pay amounts in full when due in accordance
with the items of the contract, causing GICL and the Company to incur a finanaal loss GICL was exposed to
credit risk in the following significant areas

+« amounts due from reinsurers,
« amounts due from policyholders and intermedianes, and
» amounts due from issuers of fixed interest securities

GICL assessed the creditworthiness of all reinsurers by reviewing credit grades provided by rating agencies
and other publicly availlable financial information, in conjunction with the views of its parent undertaking
Acting within these guidelines, GICL applied 1ts own assessments of reinsurers pnor to the finalisation of any
contract The Standard & Poor's ratings of remnsurers were regularly monitored by GICL's Board GICL's
parent until 14 November 2012, Groupama S A , had a significant share of GICL’s reinsurance programme for
a number of years up to and including 2012 Reinsurance recoveries due from Groupama S A were backed
by collateralised fixed income securities The collateral exceeded the value of Groupama’s share of future
reinsurance recoveries throughout 2013 GICL had fully replaced Groupama S A on its 2013 reinsurance
programme, which was placed in conjunction with AIL

Exposures to Individual polcyholders and groups of policyholders were collected within the ongoing
monitoring of the controls associated with regulatory solvency Where there was significant exposure, a
financial analysis of the policyholder or, If appropnate, the intermediary was carrned out

GICL's investment guidelines specified the maximum percentage of the portfolio that could be invested in any
single counterparty and the mimmimum credit rating that could be utiised These guidelines and the extent to
which GICL and its investment managers applied them was overseen by GICL's Finance Committee
Ordinanly, the maximum exposure to a single counterparty GICL could have had in 2013 was £40m (2012
£40m)

Nane of the financial assets were pledged as collateral for financial habilities
{e) Capital nsk

The total amount of capital of GICL, comprising equity only, 1s £3,250,000 (2012 £171,924,000) The
Executive Directors were responsible for reviewing the amount of and structure of capital on a regular basis
to maximise the return to shareholders

GICL 15 authorised by the Prudential Regulation Authority ('PRA’) and regulated by the Financial Conduct
Authority ('FCA") and the PRA The PRA required the submission of two measurements of capital adequacy, a
mimmum capital requirement (MCR’) and an enhanced capital requirement ('ECR’) The MCR s based on a
high level view of total premiums written and claims incurred The ECR takes into account the premiums
written and insurance contract provisions on a class of business basis Both seek to ensure that GICL had at
least the minimum amount of capital to meet future expected claims obligations Following the Part VII
Scheme, GICL has retained sufficient assets to meet its base capital requirements The Company and
National Motor have both applied to the PRA to be deauthorised

In addition the PRA prepares an individual capital guidance amount ((ICG’) The ICG 1s based on an
individual capital assessment {ICA) previously submitted by GICL The ICA i1s a combmation of a structured
risk based capital model and scenario testing developed by GICL which allowed the Directors to identify the
appropriate level of capital required The ICG differs from the ECR in that it 1s specific to the actual reserving
history, reinsurance programme and business profile of the Company rather than being based on similar
company market averages

Following the Part VII Scheme, GICL is required to meet a base capital requirement of £3,146,000 until 1t 1s
deauthonsed

All externally imposed capital requirements have been complied with during the year until the date of the
Part VII Scheme Although cash of £3,250,000 was retained, due to counterparty imits admissable assets
were restricted to £2,694,000 at 31 December 2013 giving rnise to a technical defiat of £452,000 Full
admussibility of £3,250,000 was restored on 19 March 2014
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3. RISK MANAGEMENT (continued)
(F) Sensitivity to key business drivers

This 15 no longer relevant given the activity of GICL following the Part VII Scheme during 2013

4. SEGMENTAL INFORMATION

During 2013 and 2012, GICL's insurance activities were managed as a single strategic business unit offering
varying products and serving different categories of insurance GICL’s activities are principally derived from
insurance contracts 1ssued to policyholders resident 1n United Kingdom Accordingly no segmental information
Is presented

Impact of the Part VII Scheme in 2013
As descnbed in the Strategic Report, GICL transferred its entire business to AIL The accounting effective

date of the Part VIl Scheme was 1 October 2013 The tables below and on page 27 show the impact of the
Part VII Scheme on the Conschdated Income Statement and the assets and habilities transferred to AIL

9 months to Part VII Total
30 September Scheme
2013

Income £000 £000 £000
Gross written premium 252,236 (179,989) 72,247
Change in gross unearned premiums 17,238 179,036 196,274
Gross premium earned 269,474 (253) 268,521
Written premiums ceded to reinsurers (13,233) - (13,233)
Change In reinsurers' share of unearned premium (137) - (137)
Net Premiums earned 256,104 {953) 255,151
Investment Income 14,579 - 14,579
Other income 336 - 336
Total income 271,019 (953) 270,066
Expenses
Claims ncurred, net of reinsurance {(165,869) - (165,869)
Acquisition costs (72,600) - {72,600}
Administrative expenses (14,213) - (14,213)
Change 1n other technical provisions - 953 953
Other charges (1) - (1)
Operating profit 18,336 - 18,336
Finance costs (23) - (23)
Profit before tax 18,313 - 18,313
Taxation - - -
Profit for the year 18,313 - 18,313
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4, SEGMENTAL INFORMATION (continued)

Statement of Part VII Settlement of Retamned
finanaal Scheme debt ansing assets and
position as at on Part VII habilities
30 September 2013 scheme
£000 £000 £000 £000
ASSETS
Property, plant and equipment 3,543 (3,943) - -
Finanaal assets 549,274 (545,274) - -
Deferred tax asset 29,534 (2G,534) - -
Deferred acquisition costs 46,235 {46,235) - -
Reinsurance assets 49,360 {49,360) - -
Insurance and other receivables 91,458 {91,458) - -
Debt arising on business transfer (Ageas) - 159,964 {159,964) -
Cash and cash equivalents 31,118 (31,118} 3,250 3,250
Total assets 800,922 {640,958) (156,714) 3,250
EQUITY
Called up share camital 1,000 - - 1,000
Retaned earnings 158,964 - {156,714) 2,250
Total equity 159,964 - {156,714) 3,250
LIABILITIES
Provisions for other risks and charges 7,583 (7,583) - -
Insurance contract provisions 600,590 {600,590) - -
Trade and other payables 23,021 (23,021) - -
Fminanaal habihtes 330 (330} - -
Accruals and deferred income 9,434 (9,434) - -
Total iabilities 640,958 {640,958) - ! -
Total equity and liabilities 800,922 (640,958) (156,714) 3,250
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4, SEGMENTAL INFORMATION (continued)
Impact of significant transaction in 2012

As described in the 2012 Directors’ Report, the acquisition of GICL by AUK resulted in a change to a number
of accounting estimates The table below shows how the results of 2012 were impacted by these new
assessments The table also shows the impact of the sale and Part VII Scheme of the prnivate medicai
insurance business and of the settlement of the defined benefit pension scheme

For year ended
31 December 2012

Pension Changes In Prwv ate
Core scheme accountng medical
business settement estimates business Total
£000 £000 £000 EQOQ £000

Income
Gross premiums wntten 380,159 - - (3,881) 376,278
Change in gross unearned pre miums 12,022 - - 19,503 31,525
Gross premium earned 392,181 - - 15,622 407,803
Written premiums ceded to remnsurers (18,535) - - (15,585} (34,120)
Change in reinsurers' share of unearned premum (109) - - - (109}
Net premiums earned 373,537 - - 37 373,574
Investment income 24,275 - - - 24,275
Otherincome 2,228 20,721 - - 22,949
Total income 400,040 20,721 - 37 420,798
Expenses
Claims ncurred, gross of reinsurance (249,015) - {19,737} (13,756} (282,518)
Claims ncurred, reinsurance 2,756 - {1,091) 12 998 14,663
Claims ncurred, net of reinsurance (246,259) - (20,828) {768} (267,855)
Acquiskion costs {103,216) - - {1,957) (105,173)
Acquiskion ¢osts, reinsurance - - - 3,359 3,355
Net acquistion costs {103,216) - - 1,402 {101,814)
Administrative expenses (25,479) - {10,909) {1,539) (37,927)
Change 1n other technical provisons - - (953) - {953)
Qther charges {185) - - - {185)
QOperating profit (loss) 24,901 20,721 (32,690) (868) 12,064
Finance costs (50) - - - (50)
Prohit (Loss) before tax 24,851 20,721 (32,690) (868) 12,014
Taxaton (8,982) (4,754) {18,068) - (31,804)
(Loss) Profit after tax 15,869 15,967 (50,758) (868) {19,790)
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5. INVESTMENT INCOME

31 December

31 December

2013 2012
£000 £000
Investment income
Interest income from fixed interest securities 19,836 28,097
Dividend income - 205
Cther interest iIncome 379 296
Net realised gains from sale of shares . 2,579
Net realised gains from sale of fixed interest securities (1) (640)
Amortisation charges on fixed interest secunties (5,163) (5,621)
Investment expenses and charges (472) (641)
Total investment income accounted for through the Income Statement 14,579 24,275
Net movement in fair value of financial assets
accounted for through the Statement of Comprehensive Income {10,273) 2,356
Total investment return 4,306 26,631

6 OTHER INCOME

31 December 31 December

2013 2012
£000 £000

Employee benefits - settlement gatn from defined benefit
pension scheme (Note 26) - 20,616
Employee benefits - other income - 105
Other income 336 2,228
Total other income 336 22,949

Other income in 2012 includes prefit arising on the disposal of private medical business
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7. CLAIMS INCURRED, NET OF REINSURANCE

31 December 31 December

2013 2012
£000 £000
Current accident year
Claims paid untit date of Part VII Scheme 49,558 99,145
Claims paid - Part VII Scheme 120,192 -
Provisions for claims outstanding carned forward - 173,062
Over provision In respect of prior years' provisions for claims outstanding (12,565) {(17,659)
Claims handling costs until date of Part VII Scheme 8,819 13,638
Change in provision for claims handhng costs {135) (331)
Total claims incurred net of reinsurance 165,869 267,855

8. ACQUISITION COSTS
31 December 31 December

2013 2012

£000 - £000

Commission expenses payable until date of Part VII Scheme 60,904 87,418
Other acquisition expenses payable until date of Part VII Scheme 8,069 10,224
Change In deferred acquisition costs 3,627 4,172
72,600 101,814

Total acquisition costs

9 ADMINISTRATIVE EXPENSES

31 December 31 December

2013 2012

£000 £000

Staff costs (see Note 10) 19,584 32,399
Premises costs 3,539 4,859
Other expenses 7,978 24,531
31,101 61,789

Total expenses

Expenses allocated to claims handhing expenses {see Note 7) (8,819) (13,638)
Expenses allocated to acquisition expenses {see Note 8) (8,069) (10,224)
14,213 37,927

Total administrative expenses

Admirustrative expenses in 2012 include £10,909,000 relating to the changes in accounting estimates and
impairment of assets and provisions for restructuring, rebranding and Part VII Scheme costs, all following the

acquisition by AUK
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9. ADMINISTRATIVE EXPENSES (continued)

The following items are ncluded within total administrative expenses

31 December 31 December

2013 2012
£000 £000
Depreciation of property, plant and equipment
owned assets 968 1,205
ieased assets under finance leases 102 192
Operating lease rentals payable {property) 1,303 1,920
Fees payable to KPMG Audit Pl¢ for the audit of the annual accounts 117 210
Fees payable to KPMG Audit Plc for other assurance services 15 -
Fees payable to KPMG Audit Plc for tax comphance services - 25
Fees payable to Mazars LLP for the audit of the annual accounts - 65
Fees payable to Mazars LLP for other assurance services 12 S

10. STAFF COSTS

31 December

31 December

2013 2012
£000 £000
Wages and salaries 16,627 27,614
Social security costs 1,675 2,891
Pension costs 1,282 1,894
Total staff costs (Note 9) 19,584 32,399

31 December

31 December

2013 2012
number number

The average number of persons employed by GICL during the year
Management and administration 168 198
Underwriting 146 172
Claims 261 295
Total employed 575 665

In 2013 the average number 1s based on the 9 month period to 30 September 2013
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11. KEY MANAGEMENT COMPENSATION

For the purposes of IAS24 ('Related Party Disclosures’), key managers are defined as the Board of Directors An
allocation of remuneration costs has been made in 2012 between GICL and what was a fellow subsidiary
undertaking, GUK Broking Services Limited, to the extent of services provided to the respective companies by

two Directors
31 December 31 December

2013 2012
£000 £000
Salaries and other short term employee benefits 572 1,302
Termination benefits 613 855
Post-employment benefits 84 215
1,269 2,372

Total key management compensation

The Directors are able to obtain discounted personal insurance at the same rates as all other staff

In 2013, the highest paid Director received remuneration of £235,000 (2012 £367,000) GICL made
contributions of £45,000 to a defined contributions pension scheme (2012 £59,000) in respect of the highest
paid Director Untll the date of the Part VII Scheme the number of Directors accruing pension benefits under

defined contributions schemes was 1 (2012 3)

12. FINANCE COSTS

31 December 31 December

2013 2012
£000 £000
23 50

Interest on finance leases
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13. TAXATION

As described 1n the Directors’ Report, the entire business of GICL was transferred to AIL (with effect from the
1 October 2013 for accounting purposes) The carrying value of the deferred tax asset at 31 December 2012
was calculated 1n expectation of the transfer being approved by the Courts such that it was based on three
years' future profits of both companies In anticipation of the transfer, AIL decided to account for 2013
movements 1n current and deferred tax solely within AIL after the transfer had been effected Consequently
there are no movements recorded in the books and records of GICL Any balances relating to current tax and

deferred tax asset were transferred to AIL with effect from 1 October 2013

31 December 31 December

2013 2012

£000 £000
Reconciliation of current tax charge with accounting profit multiphied by the applicable tax rate
Profit before tax 18,313 12,014
Income tax using standard rate of corporation tax of 23 25% (2012 24 5%) (4,258) (2,943)
Permanent differences - 4,863
Short term temporary differences - 4,330
Prior year adyustrment - 192
Tax losses recognised (not recognised) for deferred tax 4,258 (4,957)
Current tax credit - 1,485
Net deferred tax charge relating to the ongination and reversal of

temporary differences (Note 17) - (33,289)

Total tax charge accounted for in the Income Statement - (31,804)
Unutilised tax losses
Unutilised tax losses at 1 January 227,076 209,196
Losses surrendered - {(6,062)
Adjustment in respect of prior years - 785
Tax losses (utihsed) unutilised In current year (18,313) 23,157
Losses transferred to AIL under Part VII Scheme (208,763) -
Unutihsed tax iosses at 31 December - 227,076
Full deferred tax asset in respect of unutilised tax losses - 52,320
Full deferred tax asset in respect of pension spreading - 6,907
Full deferred tax asset in respect of temporary differences - 1,683
Full deferred tax asset in respect of unapproved pension scheme - 317
Deferred tax asset recognised before offset of deferred tax habilities (Note 17) - (34,418)
Unrecognised deferred tax asset - 26,809

The Finance Act 2012 reduced the main rate of UK corporation tax from 24% to 23% (effective from 1 Apni
2013) The Finance Act 2013 further reduces the headline rate to 21% from 1 Aprnil 2014 and 20% from 1 April

2015
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14, INVESTMENT IN GROUP UNDERTAKINGS

2013 2012
Company £000 £000
At 1 January and 31 December 2,000 2,000
Investment in Group undertakings, all of which are consclidated, are as follows
The National Motor and Accident Insurance Union Limited authonsed as an Insurance Company

All subsidiary undertakings are 100% owned by GICL 2013 Limited Al subsidiary undertakings are registered
in England The 1ssued share capital of each company 15 exclusively in the form of ordinary shares

15. PROPERTY, PLANT AND EQUIPMENT

Computer Motor Office Fixtures

Equipment Vehicles Equipment & Fittings Total
Group and Company £000 £000 £000 £000 £000
Cost at 1 January 2013 1,177 530 2,312 2,152 6,171
Additions 189 - 27 171 387
Disposals - (153) - - (153)
Transfer of assets to AlIL {1,366) (377) (2,339) (2,323) (6,405)
At 31 December 2013 - - - - -
Depreciation at 1 January 2013 (654) (53) (1,239) 464 (1,482)
Charge for the year (160) (102) (384} (424) {(1,070)
Disposals - 90 - - 90
Transfer of assets to AIL 814 65 1,623 (40) 2,462
At 31 December 2013 - - - - -
Net carrying value at 31 December 2013 - - - - -
Net carrying value at 31 December 2012 523 477 1,073 2,616 4,689

The net carrying value of assets held under finance leases included above 1s £ni} (2012 £477,000) in respect of
motor vehicles
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16. FINANCIAL ASSETS

Fair Fair
Value Cost Value Cost
31 December 31 December 31 December 31 December
2013 2013 2012 2012
Group and Company £000 £000 £000 £000
Fixed income securities - - 577,297 563,116
Other loans - - 6,336 6,336
Other financial assets - - 177 177
Total financial assets - - 583,810 569,629
Included in the above were investments
Listed on the UK Stock Exchange - - 168,848 166,883
Listed on other investment exchanges - - 408,449 396,233
2013 2012
Group and Company £000 £000
Financial assets at 1 January 583,810 613,134
Net reductions to investment portfolio (19,100) (26,059)
Amortisation of fixed interest securities (5,163} (5,621)
Net fair value gains {losses) (10,273) 2,356
Transfer of assets to AIL (549,274) -
Financial assets at 31 December - 583,810
17. DEFERRED TAX ASSET
Claims
Unutilised Equahsation Pension
Tax Losses Reserve Scheme Tota!
Group and Company £000 £000 £000 £000
Brought forward 2012 52,523 (4,974) 10,536 58,085
Recognised in the Income Statement (24,751) S0 (8,628) (33,289)
Recognised in the Statement of Comprehensive Income (577) - 5,314 4,737
Carned forward at 31 December 2012 27,195 (4,884) 7,222 29,534
Transfer of assets to AlL (27,195) 4,884 (7.222) (29,524)

Carried forward at 31 December 2013 - - - -

Part of the deferred tax asset comprised an amount related to the defined benefit pension scheme because of
the limited extent to which 2012 contributions paid to the scheme were deducted against 2012 profits for tax
purposes
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18. DEFERRED ACQUISITION COSTS

Group and Company

31 December 31 December

2013 2012

£000 £000
At 1 January 49,862 54,034
Change in costs deferred (Note 8) (3,627) (4,172)
Transfer of assets to AIL (46,235) -
At 31 December - 49,862

There were no material amounts of costs deferred which would have been unweound after one year

19. REINSURANCE ASSETS

Group and Company
31 December 31 December

2013 2012
£000 £000
Reinsurers' share of
unearned premium reserve - 137
claims outstanding - 55,656
Provision for non-recovery and impairment - (1,417)
Total reinsurance assets - 54,376
20. INSURANCE AND OTHER RECEIVABLES
Group Company
31 December 31 December 31 December 31 December
2013 2012 2013 2012
£000 £000 £000 £000
Receivable arising from insurance contracts
policyholders - 14,351 - 14,351
agents, brokers and intermediaries - 54,772 - 54,772
reinsurers - 1,635 - 1,635
provision for non recovery and impairment - (6,010) - (6,010)
subrogation and salvage recoveries - 7,244 - 7,244
claims floats and related balances - 3,095 - 3,095
Other debtors - 401 - 401
Corporation tax recoverable - 1,485 - 1,485
Accrued interest - 10,777 - 10,777
Total insurance and other receivables - 87,750 - 87,750

There have been no material receivables which were expected to be received after one year
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21. CASH AND CASH EQUIVALENTS

Group Company
31 December 31 December 31 December 31 December
2013 2012 2013 2012
£000 £000 £000 £000
Bank and cash balances - 5,704 - 5,704
Short term deposits 3,250 23,756 615 21,118
Total cash and cash equivalents 3,250 29,460 615 26,822
22. CALLED UP SHARE CAPITAL
31 December 31 December
2013 2012
£000 £000
Authorised
191,737,954 ordinary shares of £1 each 191,738 191,738
Allotted and fully pard
1,000,000 ordinary shares of £1 each (2012 118,064,309) 1,000 118,064
On 22 July 2013, the Company reduced 1ts 1ssued share capital to 1,000,000 £1 ordinary shares
23. EQUITY DIVIDENDS
31 December 31 December
2013 2012
£000 £000
Interm dividend paid - £20 (2012 Nil) per ordinary share 20,000 -
Interim dividend ansing on the Part VII Scheme 156,714 -
176,714 -
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24, PROVISIONS FOR OTHER RISKS AND CHARGES

Premises Dilapi-
Restructuring Leases dations Total
Group and Company £000 £000 £000 £000
At 1 January 2013 5,342 1,709 1,807 8,858
Amount charged to the Income Statement (900) 500 132 (268)
Moverment in provision (649) (322) (36) {1,007)
Provision transferred to AIL {3,793) (1,887) (1,903) (7,583)
At 31 December 2013 - - - -
2013 2012
Group and Company __£000 £000
Current - to be utihsed within one year - 5,342
Non-Current - to be utihsed after more than one year - 3,516
Total provision for other risks and charges - 8,858

The provisions were not discounted as the time value of money I1s not matenal The period of utiisation of the
provisions was likely to have been a maximum of 6 years -

GICL operated from varncus premises under lease agreements A provision had been made for lease
commitments on premises no longer used by GICL in excess of anticipated income for sub-leasing agreements
GICL made provisions for the cost of repairs ansing from the dilapidation of premises occupied by GICL All
lease contracts were transferred to AIL on 31 October 2013 During 2012 GICL has made provisions for costs
assoclated with redundancy, rebranding and Part VII Scheme, all ansing from the acquisition by AUK

25. INSURANCE CONTRACT PROVISIONS

(a) Insurance contract provisions at the date of the Statement of Financial Position

Gross Net Gross Net

31 December 31 December 31 December 31 December

2013 2013 2012 2012

Group and Company £000 £000 £000 £000
Unearned premiums - - 196,274 196,138
Claims reported and claims handling expenses - - 328,005 281,857
Claims incurred but not reported - - 97,895 89,803
Unexpired rnisk reserve - - 953 953
Total insurance contract provisions - - 623,127 568,751

Reimnsurers’ share of the above amounts 1s shown in Note 19
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25. INSURANCE CONTRACT PROVISIONS (continued)

(b) Analysis of movements in unearned premium and earned premium

Gross Reinsurance Net Gross Reinsurance Net

2013 2013 2013 2012 2012 2012

£000 £000 £000 £000 £000 £000
Balance at t January 196,274 (137) 196,138 227,799 (245) 227,554
Balance at 31 December - - - 196,274 {(137) 196,138
Change in unearned premium provisions 196,274 {137} 196,137 31,525 (108) 31,417
Written premiums 252,236 (13,233) 239,003 376,278 (34,120) 342,158
Part VII Scheme premium (179,989} - (179,989) - - -
Earned prermium 268,521 (13,370) 255,151 407,803 (34,228) 373,575

(c) Analysis of movements (n claims provisions and claims incurred

Gross Reinsurance Net Gross Reinsurance Net

2013 2013 2013 2012 2012 2012

£000 £000 £000 £000 £000 £000
Balance at 1 January 425,900 {54,239) 371,661 435,294 (62,279) 373,015
Balance at 31 December - - - 425,900 (54,239) 371,661
Change tn claims prowvisions (425,900) 54,239  (371,661) {9,354) 8,040 (1,354)
Paid claims 162,291 {4,821) 157,470 278,274 (22,703) 255,571
Claims handling costs 8,819 - 8,819 13,638 - 13,638
Part VII Scheme paid claims 420,601 (49,360) 371,241 - - -
Claims incurred 165,811 58 165,869 282,518 (14,663) 267,855

{d) Analysis of movements in other technical provisions unexpired risk reserve

Gross Reinsurance Net Gross Re(nsurance Net

2013 2013 2013 2012 2012 2012

£000 £000 £000 £000 £000 £000
Balance at 1 January 953 - 953 - - -
Balance at 31 December - - - 953 - 953
Change in unexpired risk reserve (953) - 953 (953) - 953

A Part VII Scheme premium of £353,000 has been charged to gross written premium
(e) Salvage and subrogation

Estimates of recoverables in respect of salvage and subrogation are shown in 'nsurance and other receivables
(see Note 20)
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25. INSURANCE CONTRACT PROVISIONS (continued)
(f) Assumption and sensitivities

The nisks associated with insurance contracts are complex and subject to a number cof vanables which
complicate quantitative sensitivity analysis GICL used several statistical methods to incorporate the vanous
assumptions made 1n order to estimate the ultimate cost of claims The methods most commonly used were the
chain-ladder average cost per claim and the Bornhuetter-Ferguson methods

The chain-ladder method (nvolved the analysis of historical claims development factors and the selection of
estimated development factors based upon this historical pattern The selected development factors were then
appled to cumulative claims data for each accident year that was not yet finally developed to produce an
estimated ultimate claims cost for each accdent year Chain-ladder techniques were therefore most appropnate
for mature classes of business that have a relatively stable development pattern For hines of busthess which do
not have developed claims histories, GICL's actuaries made reference to the Bornhuetter-Ferguson method

The Bornhuetter-Ferguson method used a combination of two estrmates, a benchmark (eg market-based
estimate) and an estimate of claims experience The former was based on a measure of exposures such as
premium, the latter was based on a projection of paid or incurred claims to date using chain-ladder type
technigues The two estimates were combined to give a formula that gave more weight to the experience-
based estimate as time passes

In some cases the required provision was calculated with reference to the actual exposures on individual
policies

The choice of selected results for each accident year of each class of business depended on assessment of the
technique that had been most appropriate to observed histoncal developments To the extent that these
methods used historical claims development information, they assumed that the histoncal claims development
pattern would have occurred again in the future There were reascns why this may not have been the case
which, insofar as they can be identified, had been allowed for by modifying the methods Such reasons
inciuded

changes 1n processes that affect the recording of netified claims,
ecenomic, legal and social trends,

changes in the mix of business,

the effects of inflation, and

large or i1solated claims

The best estimates denved by GICL's actuaries using the above assumptions were reviewed by the Executive
Directors and the heads of Underwniting and Claims as part of the Executive Reserving Committee The
Executive Directors selected the final best estimates to be booked 1n accounts after considering the internal
actuanal review and any other peer reviews An additional IBNR reserve for nsk and uncertainty was then
applied in order to ensure that the claims reserves achieved certain confidence levels, that 1s, a degree of
probability, fugher than was typically used for best estimates, that GICL was adequately reserved had the run
off of claims been adverse
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25. INSURANCE CONTRACT PROVISIONS {continued)
(g) Claims development tables

The tables below show the development of claims over a period of time on a gross and net of reinsurance basis
The tables show the cumulative incurred claims for each successive accident year at each date of the statement
of financial position, together with cumulative claims at the current date of the statement of financial position
The 2013 year comprises claim movements to 30 September 2013

2008 2009 2010 2011 2012 2013 Total
£000 E000 EQ00 E£000 £000 £000 £000

Estimate of gross ultimate clams costs

at end of acadent year 315,452 315,275 323,090 306,672 274,442 174,630

one year bter 309,482 309,455 334,455 302,305 269,070

two years later 315,085 318,595 343,473 254,033

three years later 316,574 323,078 341,386

four years later 307,165 . 321,232

five years later 305,557
Current estrmate of aimulatve clams 305,557 321,232 341,386 294,033 269,070 174,630 1,705,908
Cumulative payments to date (282,845) (294 ,696) {292,954) (237 ,696) (176,016) (49,640) {1,333,846)
Part VI[ Scheme daims paid (22,713) (26,536} (48,432) (56,337) (93,055) (124,990) {372,063}
Current gross claims provisions - - - - - - -
Estimate of net ultmate daims costs

at end of acadent year 293,585 310,494 318,201 274,806 254,059 169,750

one year later 289,407 301,845 320,750 273,626 249,509

two y ears later 209,613 310,263 329,816 269,534

three years later 290,253 314,659 328,481

four years later 282,646 312,746

five years later 282,703
Current estimate of cumulatve cbms 282,703 312,746 328,481 269,534 249,509 169,750 1,612,722
Cumulative payments to date (270,743) (291,749) (288,269) (214,019) {163,419) (49,558) (1,277,757}
Part VII Scheme daims paid {11,960) (20,997) (40,212} (55.,514) (86,090} {120,192) {334,965}

Current net clams provisions - - - - .
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26. EMPLOYEE BENEFITS

GICL operated a defined contributions benefit scheme for its employees under which GICL paid fixed
contnbutions to an independent entity who administered the scheme on behalf of the employees who joined the
scheme Contributions made by GICL were charged to the Income Statement in the period they arnse All
contributions after 30 September 2013 have been made and will be made by AIL

GICL operated a defined benefit scheme, the Groupama UK Pension Scheme (‘GUPS’), on behalf of staff who
were members before 1 July 2004 Contributions to the scheme were determined by a qualified actuary on the
basis of trienmal valuations, using the projected unit method The most recent formal valuation was at 31
December 2010 The formail valuation had been updated at subsequent dates of the statement of financial
position On 14 November 2012, GICL made a final contribution of £40,000,000 to the scheme to settle its
hability Values of the scheme’s liabilities and assets were obtained just prior to this payment and movements
since 1 January 2012 have been accounted for as normal under IAS19 At this date, the net defiot was
£60,616,000 Accordingly, a settlement gain of £20,616,000 arose and was credited to the Income Statement
in 2012 The disclesures below relate to the period 1 January to 14 November 2012 only

The main assumptions used by the actuary were

14 November 31 December 31 December

2012 2011 2010
Discount rate 4 40% 4 80% 5 60%
Expected return on plan assets at the end of the year n/a 6 14% 6 58%
Price inflation (CPI} 2 40% 2 20% 2 80%
Pension increases 2 80% 3 00% 3 40%

The amount ncluded n the Statement of Financial Position as at 14 November 2012, ansing from GICL's
obligations in respect of the scheme were as follows

2012
Group and Company £000
Present value of funded defined benefit obligation 253,528
Fair value of scheme assets (232,912)
Net pension cbligations at 14 November 20,616
The amounts recognised as an expense in the 2012 Income Statement were as follows

2012

£000
Interest on obligations {9,713)
Expected return on plan assets 9,818
Settlement gaimn 20,616
Income recognised In the Income Statement 20,721
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26. EMPLOYEE BENEFITS (continued)

The amounts recognised In the Statement of Comprehensive Income are as follows

2012
£000
Actuanal losses on scheme habilities (15,173}
Actuanal gains on scheme assets (10,794)
Expense recognised in the Statement of Comprehensive Income (25,967}

The cumulative amount recognised in the Statement of Comprehensive Income was a loss of £58,867,000

The allocation of the scheme’s assets was as follows

2012 2012

%o £000

Growth assets including equities 66% 153,165
Gilts 17% 39,505
Other 17% 40,242
100% 232,912

The actua! return on the scheme’s assets durnng 2012 was a loss of £976,000

The overall expected return on assets was calculated as the weighted average of the expected returns on each
individual asset class The expected return on eguities was based on inflation, the dividend yield, economic
growth and investment expenses The return on gilts and bonds was the current market yield on long term
gilts and bonds The expected return on other assets was based on interest rates on cash deposits

A recanaliation of the present value of the defined benefit ocbligation 1s as follows

2012

£000
Present value at 1 January 236,544
Interest cost 9,713
Actuarial losses on scheme habiities 15,173
Benefits paid (7,902)
Present value at 14 November 253,528
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26. EMPLOYEE BENEFITS (continued)

A reconcihation of the fair value of the scheme assets is as follows

2012

£000
Present value at 1 January 195,957
Expected return on scheme assets 9,818
Actuarnal {(loss) gain on scheme assets (10,794)
Contrnibutions by GICL 45,833
Benefits paid (7.902)
Present value at 14 November 232,912
Reconcihation of Statement of Financial Position movements

2012
Group and Company £000
Net hlabihty at 1 January 40,587
Total income (Note 6) (105)
Amounts recognised in the Statement of Comprehensive Income 25,967
Contributions by GICL (45,833)
Net habibty at 14 November 20,616
Settlement gain (Note 6) (20,616)

Net habihity at 14 November

A summary of the scheme’s experence 15 as follows

31 December 31 December 31 December 31t December

2012 2011 2010 2009
£000 £000 £000 £000
Defined benefit chligation - {236,544) {225,253) (213,435}
Scheme assets - 195,957 182,505 163,542
Deficit - (40,587) (42,348) {49,893)

31 December 31 December 31 December 31 December

2012 2011 2010 2009
£000 E0OQOQ £000 E£000
Experience (loss) gain on scheme habihities - {2,786) (2,735) (431)
- percentage of the present value of scheme liabiities - -1% -1% 0%
Difference between the expected and actual return on scheme asse¢ - 3,286 8,981 9,138
- percentage of the present value of scheme assets - 2% 5% 6%
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27. TRADE AND OTHER PAYABLES

31 December 31 December

2013 2012

Group and Company £000 £000
Reinsurance payables - 6,407
Insurance payables - 8,314
Other creditors - 8,213
- 22,934

Total trade and other payables

All amounts were expected to fall due within one year

28. FINANCIAL LIABILITIES

31 December 31 December

2013 2012

Group and Company £000 £000
Net obligations under finance leases

Falling due within one year - current - 184

Falling due after more than one year - non current - 305

- 489

Total financial habilities

Finance leases are entered nto by GICL only for the purchase of motor vehicles (Note 15) All finance leases
were transferred to AIL with effect from 1 October 2013
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29. COMMITMENTS

2013 2012
Group and Company £000 £000
The future aggregate mmmimum lease payments due under

non-cancellable operating leases are as follows

not later than one year - 2,278

later than one year but not later than five years - 6,530

later than five years - 2,774

receivable under sub-leases - (679)

Total operating lease commitments - 10,903
Finance lease habihties - minimum lease payments

not later than one year - 221

later than one year but not later than five years - 351

Total gross ftnance lease lLabilities - 572

Future finance charges on finance leases - (83)

Total present value of finance lease habilities - 489

All leases were transferred to AIL with effect from 1 October 2013
30. RELATED PARTY TRANSACTIONS

In the ordinary course of business, GICL carrned out transactions with related parties as defined In 1AS24
Transactions with group companies comprised of transactions with Groupama S A and 1ts subsidianes up to
13 November 2012 and with Ageas SA/NV and its subsidianies from 14 November 2012 A summary of the
transactions s as follows N

Income and Asset or Income and Asset or
(Expense) for (Liabiity)  (Expense} for (Liability)
year ended as at year ended as at
31 December 31 December 31 December 31 December
2013 2013 2012 2012
Group and Company £000 £000 £000 £000
With the parent undertaking
Groupama S A - reinsurance ceded n/a n/a (7,638) n/a
With fellow subsidiary undertakings
Groupama Group
- iInvestment management services n/a n/a {530) -
Ageas Group - Intermediation services 742 - 685 458

31. ULTIMATE PARENT UNDERTAKING

The Company’s immediate parent 1s Ageas (UK) Limited, a company incorporated in England and Wales The
Directors of the Company regard Ageas SA/NV, incorporated in Belgium, as the ultimate parent undertaking
Copies of the financial statements of both companies can be obtained from the registered office of GICL 2013
Limited as shown in the Directors’ Report
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