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FINSURE PREMIUM FINANCE LIMITED

DIRECTORS' REPORT

The directors present their report and the audited financial statements for the year ended 31 December 2007

Activity

The principal activity of the Company 1s the financing of insurance premiums

The Company 1s a subsidiary of The Royal Bank of Scottand Group which provides the Company with direction and access
to all central resources it needs and determines policies in all key areas such as finance, nsk, human resources or
environment For this reason, the directors believe that performance indicators specific to the Company are not necessary
or appropnate for an understanding of the development, performance or positicn of the business The annual reports of
The Royal Bank of Scotland Group plc review these matters on a group basis Coples can be obtained from Group
Secretanat, RBS Gogarbum, Edinburgh, EH12 1HQ, the Registrar of Companies or through the Group's web site at
rbs com

Review of the year

The directors are satisfied with the development of the Company's activities durng the year The Company will be guided
by its iImmediate parent company in seeking further opportunities for growth

The directors do not recommend payment of a final dvidend (2006 £nil)

The Company's financial performance 1s presented in the Income Statement on page 5 At the end of the year, the financial
position showed total assets of £123,413,000 and equity of £3,817,000

The Company is funded by facilities from members of The Royal Bank of Scotland Group It seeks to mimnimise its exposure
to external financial nsks, further information 1s disclosed in note 2

DIRECTORS AND SECRETARY

The present directors and secretary, who have served throughout the year, except where noted below, are listed on page 1

From 1 January 2007 to date the following changes have taken place

Appointed Resigned
Birector
R D Houghton 22 January 2007
M A Hesketh 22 January 2007

DIRECTORS' RESPONSIBILITIES

The Directors are required by the Comparues Acts 1985 and 2006 to prepare a directors’ report and financial statements for
each financial year and have elected to prepare them in accordance with Intemational Financial Reporting Standards, as
adopted by the European Union They are responsible for prepanng financial statements that present fairly the financial
position, financial performance, and cash flows of the Company In prepanng these financial statements, the directors are
required to

s select suitable accounting policies and then apply them consistently,
= make jJudgements and estmates that are reasonable and prudent,

e state whether applicable accounting standards have been followed, subject to any matenal departures disclosed and
explained in the financiai statements, and

* prepare the financial statements on the going concern basis unless it ts inappropnate to presume that the Company will
continue in business




FINSURE PREMIUM FINANCE LIMITED
DIRECTORS’ REPORT (Continued)

The directors are responsible for keeping proper accounting recerds which disclose with reasonable accuracy at any time
the financial position of the Company and to enable them to ensure that the directors’ report and financial statements
comply with the requirements of the Companies Acts 1985 and 2006 They are also responsibie for safeguarding the assets
of the Company and hence for taking reasonable steps for the prevention and detection of fraud and other irregulanties

DISCLOSURE OF INFORMATION TC AUDITORS
Each of the directors of the Company hotding office at the date of approval of this report confirms that
(2) so faras he s aware , there s no relevant audit information of which the Company’s audilors are unaware, and

{b) the director has taken all the steps that he ought to have taken to make himself aware of any relevant audit information
and to establish that the Company's auditors are aware of that information

Thus confirmation 1s given and shall be interpreted in accordance with the provisions of section 234ZA of the Companies Act
1985

DIRECTORS' INDEMNITIES

In terms of Sechon 236 of the Companies Act 2006, Mr T C Bnttain, Mr C R Crawford, Mr M A Hesketh and Mr R D
Houghton had been granted Qualfying Third Party Indemnity Prowisions by The Royal Bank of Scotland Group plc

POLICY AND PRACTICE ON PAYMENT OF CREDITORS

The Company follows the policy and practice on payment of creditors determined by The Royal Bank of Scotland Group plc
{'RBSG'), as outlined below

RBSG 1s committed to maintaining a sound commercial refationship with its suppliers Consequently, it 1s RBSG’s policy to
negotiate and agree terms and conditions with its suppliers, which includes the giving of an undertaking to pay suppliers
within 30 days of receipt of a correctly prepared invoice submitted in accordance with the terms of the contract or such other
payment period as may be agreed

AUDITORS

Deloitte & Touche LLP have expressed ther willingness to continue in office as auditors

Approved by the Board of Directors
and signed on behalf of the Board

WM

Director MARK wesikeTh

2% Apnl 2008




FINSURE PREMIUM FINANCE LIMITED
INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF FINSURE PREMIUM FINANCE LIMITED

We have audited the financial statements of Finsure Premium Finance Limited for the year ended 31 December 2007
which comprise the income statement, the balance sheet, the statement of changes in equity, the cash flow statement, the
accounting policies and the related notes 2 to 18 These financial statements have been prepared under the accounting
policies set out theremn

This report 1s made solely to the Company's members, as a body, In accordance with section 235 of the Companies Act
1985 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 auditors’ 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

The Director's responsibilities for prepanng the Annual Report and the financial statements in accordance with applicable
law and Intemational Financial Reporting Standards (IFRSs} as adopted by the European Union are set out in the
statement of Directors Responsibilities

Our responsibilty 15 to audit the financial statements In accordance with relevant legal and regulatory requirements and
International standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and farr view and whether the financial
statements have been properly prepared in accordance with the Companies Act 1985 We also report to you whether, in
our opirnon, the information given in the directors’ report Is consistent with the financial statements In addition we report to
you If, in our apinion, the Company has not kept proper accounting records, If we have not received all the information and
explanations we require for our audit, or \f information specified by law regarding directors’ remuneration and other
transactions i1s not disclosed

We read the directors’ report for the above year and consider whether it 1s consistent with the audited financial statements
We consider the implications for our report if we become aware of any apparent misstatements or matenal inconsistencies
with the financial statements Our responsibilities do not extend to any information outside the directors’ repont

Basis of audit opinion

We conducted our audit In accordance with International Standards on Auditing (UK and Ireland) 1ssued by the Auditing
Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
financial statements It also includes an assessment of the significant eshmates and jJudgements made by the directors m
the preparation of the financial statements, and of whether the accounting policies are appropnate to the circumstances of
the Company, consistently applied and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary In
order to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from
matenal misstatement, whether caused by fraud or other irregulanty or error  In forming our opmnion, we also evaluated the
overall adequacy of the presentation of information in the financial statements

Opinion
In our opnion

® the financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Umion of the
state of the Company's affairs as at 31 December 2007 and of its profit for the year then ended,
® the financial statements have been properly prepared in accordance with the Companies Act 1885, and

® the information given in the directors’ report is consistent with the financial statements

Neloit, & Tocke L e
Deloitte & Touche LLP

Chartered Accountants and Registered Auditors
Londan, United Kingdom

2. Apnil 2008




FINSURE PREMIUM FINANCE LIMITED

INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2007

Notes

Revenue 3
Administration expenses 4
Operating profit

Investment income 5
Finance costs 6
Profit before taxation

Tax charge 7
Profit for the year 8

2007 2006
£'000 £'000
19,505 15,500
{13,256) {10,405)
6,249 5,005
60 68
(5,334} (3,336)
975 1,827
(335) (517)
640 1,310

The profit for the year was entirely attributable to equity shareholders of the Company and 1s denved from

continuing operations

The notes on pages 9 to 22 form part of these financial statements




FINSURE PREMIUM FINANCE LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2007
2007 2006
Notes £'000 £'000
ASSETS
Non-current assels
Deferred tax assets 9 229 \ 3
Current assets
Prepayments and accrued income 877 -
Loans and recevables 11 117,593 92,128
Cash and cash equivalents 12 4,714 5,833
123,184 97,961
Total assets 123,413 97,964
EQUITY
Share capital 13 1,000 1,000
Retained earnings 14 2,817 2177
Total equity 3,817 3,177
LIABILITIES
Current liabifities
Borrowings 15 33,241 20,656
Trade and other payables and deferred income 16 86,093 73,644
Current tax llabilties 262 487
119,596 94,787
Total hlablities 119,596 94,787
Total equity and habilities 123,413 97,964

The financial statements were approved by the Board of Directors and authonsed for issue on 23 Apnl 2008
They were signed on its behalf by

WA

Director MARK- HESEETH

The notes on pages 9 to 22 form part of these financial statements




FINSURE PREMIUM FINANCE LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2007

Balance as at 1 January 2006

Profit for the year

Balance as at 31 December 2006

Profit for the year

Balance as at 31 December 2007

The above were entirely attnbutable to equity shareholders of the Company

The notes on pages 9 to 22 form part of these financia! statements

Notes

13,14

13,14

Share Retamned
capial earnings Total
£°000 £000 £'000
1,000 867 1,867
- 1,310 1,310
1,000 2,177 3477
- 640 640
1,000 2,817 3,817




FINSURE PREMIUM FINANCE LIMITED

CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2007

2007 2006
Notes £'000 £'000
Profit for the year 640 1,310
Adjustments for
Investment revenues 5 (60} (68)
Finance costs 6 5,334 3,336
Tax charge 7 335 517
Operating cash flows before movements in working camtal 6,249 5,085
Net increase in prepayments ‘ (877) -
Net increase in loans and receivables (26,154) (15,566)
Net decrease in inter-company balances - trading 9,847 15,765
Net decrease in inter-company balances - loans 689 1,446
Net increase in other operating habiities 2,603 1,881
Cash {used by)/generated from operations (7,643) 8,621
Interest paid (5,334) (3,336)
Taxation paid (787) 351
Net cash (used by)/generated from operating activities {13,764) 5,636
Cash flows from investing activities
Interest receved 5 60 68
Cash flow from financing activities
Repayments of borrowings 18w (48,755) {(6,169)
Proceeds from borrowings 18w 61,340 553
Net cash generated from/{used by) financing activities 12,585 {5,616)
Net {decrease}/increase in cash and cash equivalents (1,119) 88
Cash and cash equivalents at the beginning of the year 12 5,833 5745
Cash and cash equivalents at the end of the year 12 4,714 5,833

The notes on pages 9 to 22 form part of these financial statements




FINSURE PREMIUM FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

1

ACCOUNTING POLICIES

11 Basis of preparation

The financial statements have been prepared In accordance with International Financial Reporting Standards (IFRS)
adopted for use In the European Union and therefore comply with EU 1AS regulation The financial statements also
comply with those parts of the Companies Act 1985 applicable to companies reporting under IFRS

The financial statements have been prepared on the historical cost basis

12 Revenue and cost recognition

Revenue represents interest Income charged to the customers In respect of their contractual abhgations to the Company
for the provision of insurance premium finance loans This interest 1s estimated using the Rule of 78 method, which
management has determined to be a close approximation to the effective interest rate method

Commission relates to expenses paid to brokers and 1s recognised over twelve months  All Income arose In the United
Kingdom

13 Trade receivables

Loans and receivables — financial assets with fixed or determinable repayments that are not quoted In an active
market are classified as loans and recevables

Loans and recewvables are recognised intially at farr value and subsequently measured at amortised cost, using the
effective interest rate method

Financial assets are derecognised when the nghts to receive cash flows from them have expired or where they have
been transferred and the Company has also transferred substantially nsks and rewards of ownership

14 Impairment of financial assets

Loans and receivables — if there s objective evidence that an impairment loss on a financial asset or group of financial
assets classified as loans and receivables has been incurred, the Company measures the amount of the loss as the
difference between the carrying amount of the asset or group of assets and its recoverable amount Impaiment losses
are assessed individually where significant or collectively for assets that are not imdividually significant

Impairrment losses are recognised in the income statement and the carrying amount of the financial asset or group of
financial assets 1s reduced by establishing an allowance for the impairment losses If in a subsequent penod the amount
of the impairment loss reduces and the reduction can be ascribed to an event after the impairment was recognised, the
previously recogrused loss 1s reversed by adjusting the allowance

For debts due from contract holders and brokers a bad debt provision of 100% 1s calculated for all balances outstanding
n excess of 3 months

15 Taxation

Provision 1s made for taxaton at current enacted rates on taxable profits, ansing in income or N equity, taking Into
account relief for overseas taxation where appropriate

Deferred taxation 1s accounted for m full for all tempeorary differences between the carrying amount of an asset or habihty
for accounting purposes and its carying amount for tax purposes

Deferred tax assets are only recognised to the extent that it 1s probable that they will be recovered




FINSURE PREMIUM FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

1 ACCOUNTING POLICIES (Continued)

16 Transactions with related parties

IFRS requires all entiies to disclose related party transactions The Company's policy 1S to have regard to materialty
from both the shareholder's and related party's perspective

17 Cash and cash equivalents

Cash and cash equivalents comprises cash on hand and demand deposits with banks together with short-term highly
hquid investments that are readily convertible to known amounts of cash and subject to insignificant nsk of change in
value

Under IAS 7 the Company 1s producing a cash flow statement using the indirect method This shows an explanation of
the movement in cash and cash equivalents as defined above

18 Borrowings

Borrowings comprise inter company loans Interest on inter company loans 1s recegnised in the income statement as a
finance cost

Interest bearing loans are recorded at the proceeds received, net of direct 1Issue costs Finance charges are accounted
for on an accrual basis in profit and loss using the effective interest rate method and are added to the carrying amount
of the instrument to the extent that they are not settled in the pencd mn which they arise

The Company classifies a financial instrument that it 1ssues as a financial iability or an equity instrument in accordance
with the substance of the contractual arrangement An instrument 1s classified as a lability if it 1s a contractual obligation
to deliver cash or another financial asset, or to exchange financial assets or financial liabilittes on potentially
unfavourable terms An instrument is classified as equity if it evidences a residual interest in the assets of the Company
after the deduction of habilities

19 Accounting developments

The |ASB reissued IAS 23 'Borrowing Costs' in March 2007 Entities are required to capitalise borrowing costs
attnbutable to the development or construction of intangible assets or property, plant or equipment The standard 1s
effective for accounting penods begmnning on or after 1 January 2009 and 1s not expected to have a matenal effect on
the Company

The IASB revised IAS 1 'Presentation of Financial Statements' in September 2007 The amendments to the presentation
requirements for financtal statements are not expected to have a matenal effect on the Company The standard I1s
effective for accounting periods begmnning on or after 1 January 2009

The Company has also considered the reissued IFRS 3 'Business Combinations' and 1AS 27 'Consolidated and
Separate Financial Statements’ by the IASB following the completion in January 2008 of its project on the acquisition
and disposal of subsidiaries The Company has concluded that these will not apply

The Company has considered other new international accounting standards IFRS 8 'Operating Segments' and
interpretations IFRIC 11 to 13, and has concluded that these will not apply to the Company In addition the Company
has also considered IFRIC 14 'The Limit on a Defined Benefit Asset, Minimum Funding Requirements and ther
Interaction' issued in July 2007 The interpretation 1s effective for accounting penods beginming on or after 1 January
2008 and s not expected to have matenal effect on the Company

10




FINSURE PREMIUM FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

2 MANAGEMENT OF FINANCIAL RISK

The Company has financial nsk exposures This section summanses these nsks and the way the Company manages
them

21 Financial nsk

The Company 1s an entity within RBS Insurance which constitutes the Insurance Bivision of The Royal Bank of Scotland
Group plc The RBS Group benefits from services provided by specialist teams and nsk management procedures and
controls which are applied across the Division Within RBS Insurance, nsk 1s managed both by indivdual entity and on a
combined basis The disclosures below relate to the Insurance Division as a whole

The Division 15 exposed to financial nsk through its financial assets and financial labilities {borrowings) The Division’s
financial nsk 15 concentrated within its investment portfolo This portfolic 1S managed in accordance with the RBS
Insurance Investment Policy and Investment Guidetines These are drawn up in complhance with the objectives and nsk
appetite parameters set by The Royal Bank of Scotland Group plc and are approved by the RBS Insurance Group
Limited Board The Investment Policy 15 operated by the Investment Management Committee, which 1s made up of
Senior Executives of the Insurance Division and executed on their behalf by the Funds Management Committee

The Company's financial nsk exposure 1s minimal and arises from its loans and receivables due from insurance and
reinsurance contract holders, as well as other members of the Royal Bank of Scotland Group

+

These balances are all payable on demand and carry a floating rate of interest which 15 reset on a monthly basis
211 Market risk

Market nsk encompasses any adverse movement in the value of assets and liabiities as a consequence of market
movements such as interest rates, credit spreads, foreign exchange rates, equity prices and property valuations

The Company 1s exposed to market nsk in both the value of its labilities and the value of assets held

Interest rate nsk

Interest rate nsk anses pnmarly from the Company's loans and receivables due from insurance and remnsurance
contract holders, as well as other members of the Royal Bank of Scotland Group

A table showing the sensitivity of profits to changes in interest rates I1s included on the next page

Currency nisk

The financial assets and labilities are denominated in sterling and do not bear any exposure to currency nsk

11




FINSURE PREMIUM FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

2 MANAGEMENT OF FINANCIAL RISK (Continued)

211 Market risk (Continued)

The results of sensitivity testing are set out below For each sensitivity test, the impact of a reasonably
possible change n a single factor 1s shown, with other assumptions left unchanged

Sensitivity factor Description of sensitivity analysis
Interest rate and investment return
The impact of a change in market interest rates by +/- 1% (eg If a current

interest rate 15 5%, the impact of an immediate change to 4% or 6%)

Expenses

The wnpact of an increase in ongoing admiristrative expenses by 10%

Sensitivity as at 31 December 2007

Interest rates Interest rates  Expenses

+ 1% -1% +10%

Impact on profit before tax (£'000s) 232 (232) (1,326)

Impact (before tax) on shareholders’ equity {(£'000s) 232 (232) {1,326}
Sensitivity as at 31 December 2006

Interest rates Interestrates Expenses

+1% - 1% +10%

Impact on profit before tax (£'000s) 71 {(71) (1,041)

impact (before tax) on shareholders' equity (£'000s) 71 (71} (1.041)

Limitations of sensitwity analysis

The above tables show the effect of a change in a key assumption while other assumptions remain unchanged In
reality, there 1s a correlation between the assumptions and other factors It should also be noted that these sensitivities
are non-linear, and larger or smaller impacts should not be interpolated or extrapotated from these results

212 Creditnsk

Credit nsk anses from the potental that losses are incurred from the failure of a counterparty to meet its credit
obligations The main source of credit nsk for the Company 1s loans and recevables

The Royal Bank of Scotland Group plc Risk Management division sets standards for mantaining and developing credit
nsk management throughout The Royal Bank of Scotland Group plc This 1s achieved via a combination of governance
structures, credit nsk policies, control processes and infrastructure collectively known as the Group's Credit Risk
Management Framework (“CRMF”)

12




FINSURE PREMIUM FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2007

2 MANAGEMENT OF FINANCIAL RISK (Continued)

212 Credit nsk (Continued)

RBS Insurance Group Limited has established its own CRMF consistent with The Royal Bank of Scotland Group plc
CRMF The RBS Insurance Group Limited CRMF sets out the pnor approval process for credit exposures and provides
for appropnate analysis and reporting of these exposures at both the Company and The Royal Bank of Scotland Group
plc level Where appropnate, larger credit exposures are aggregated with other credit exposures elsewhere in the Group
for credit approval and monitonng purposes

At 31 December 2007

Cash at bank and in hand
{note 12 & 181v)

Other loans and recevables
{note 11 & 18)

At 31 December 2006

Cash at bank and in hand
(note 12 & 181v)

Other loans and receivables
(note 11 & 18)

Neither past Pastdue 1- Pastdue Pastdue Pastdue Carrying  Financial
due nor 30 days 3t -60 61-90 moerethan value in the assets that
impaired days days 91 days batance sheet have been
impaired

£'000 £'000 £'000 £'000 £'000 £000 £'000
4,714 - - - - 4,714 -
115,243 1,468 8679 114 89 117,593 142
119,957 1,468 679 114 a9 122,307 142
Neither past Pastdue1- Pastdue Pastdue Pastdue Carrying  Financial
due nor 30 days 31-60 61-90 more than valueinthe assets that
impaired days days 91 days balance sheet have been
impairad

£'000 £'000 £000 £'000 £'000 £000 £'000
5,833 - - - - 5,833 -
90,550 961 330 266 21 92,128 33
96,383 961 330 266 21 97,961 33

The Company does not hold any collateral as secunty

There were no matenal financial assets that would have been past due or impacted had the terms not been

renegotiated

The following table analyses the credit quality of financial assets that are neither past due nor impaired by type of asset

At 31 December 2007

Cash in hand and at bank - group (note 12 & 18iv)

Other loans and recewvables (note 11)
Total assets heanng credit risk

13

Not
AA rated Total
£'000 £'000 £'000
4,714 - 4,714
- 115,243 115,243
4714 115,243 119,957




FINSURE PREMIUM FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

2 MANAGEMENT OF FINANCIAL RISK (Continued)

212 Credit nsk (Continued)

At 31 December 2006 Not
AA rated Total
£'000 £'000 £'000
Cash in hand and at bank - group (note 12 & 181v} 5,833 - 5,833
Other loans and receivables (note 11) - 90,550 90,550
Total assets beanng credit risk 5,833 90,550 96,383

Other loans and recervables due from policyholders, agents, brokers and intermediaries generally do not have a credit
rating

213 Liquidity nsk

Liquidity nsk 1s the potential that obligations cannot be met as they fall due as a consequence of having a timmng
mismatch

The management of iquidity nsk within the RBS Insurance Division 1s undertaken within the limits and other policy
parameters set out In the Investment Guidelines Compliance 1s monitored In respect of the intemal policy, where
appropnate

In all of the events considered the Company is comfortably able to meet its habilities as they fall due

The matunty profile of the Company's financial habiltties 1s outlined below

At 31 December 2007

Within 1-3 35 5-10 Over10

Total 1 year years  years years years

£'000 £'000 £'000 £'000 £'000 £000
Borrowings 33,241 33,241 - - - -
Due to related parties 69,420 69,420 - - - -
Trade creditors and accruals 201 201 - - - -
Amounts owed to agents,
intermedianes and brokers 9,919 9,919 - - - -
Deferred income 6,553 6,553 - - - -
Current tax labiities 262 262 - - - -
Total 119,596 119,596 - - - -

At 31 December 2006
Within 1-3 3-5 5-10 Over 10

Total 1 year years  years years years

£'000 £'000 £'000 £000 £'000 £'000
Borrowings 20,656 20,656 - N N B
Due to related parties 58,573 59,573 - - - -
Trade creditors and accruals 572 572 - - - -
Amounts owed to agents,
intermedianes and brokers 8,435 8,435 - - - -
Deferred income 5,064 5,064 - - - -
Current tax liabihties 487 487
Total 94,787 94,787 - - - -

14




FINSURE PREMIUM FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

3 REVENUE

Commission

Commission from related parties (note 181)
Interest income from policyholders

Interest income from related parties {note 181}

All revenue derves from activiies in the United Kingdom

4 ADMINISTRATION EXPENSES

Marketing and administrative expenses
Commissions payable to related parties (note 181)
Management fees to related parties {note 18n)

5 INVESTMENT INCOME

Interest iIncome from related parties (note 181)
Interest income from third party loans

6 FINANCE COSTS

Interest expense - borrowings from related parties (note 18u)

15

2007 2006
£'000 £'000
- 7

125 879
18,794 14,521
586 93
19,505 15,500
2007 2006
£'000 £'000
8,348 5,686
141 274
4,767 4,445
13,256 10,405
2007 2006
£000 £'000
60 64

- 4

60 68
2007 2006
£'000 £'000
5334 3,336




FINSURE PREMIUM FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

7 TAX CHARGE

Tax on profit on ordinary activities

Current taxation

Tax charge for the year

Under/{over} provision in respect of pror years
Current tax charge for the year

Deferred taxation

Charge for the year

Over provision in respect of prior years
Tax charge for the year

2007 2006
£'000 £'000
262 548
299 (31)
561 517
47 -
(273) -
335 517

The actual tax charge differs from the expected tax charge computed by applying the standard rate of UK corporation

tax of 30% (2006 30%) The differences are explained below -

Expected tax charge

Deferred tax provided at 28%
Adjustments i respect of pnor years
Actual tax charge

2007 2006
£'000 £°000
292 548

17 -
26 (31)
335 517

The aggregate current and deferred tax relating to items that are charged or credited to equity 1s £nil (2006 £nil)

8 PROFIT FOR THE YEAR

Auditors' remuneration

Fees for audit services, included within marketing and administration expenses, are borne and recharged by a related

party, RBS Insurance Services Limited These fees amount to £10,000 (2006 £2,947)

There were no non-audit services incurred during the current or preceding year

Directors' emoluments

Other emoluments
Company pension contnbutions

16

2007 2006
£'000 £'000
144 23
17 3
161 26




FINSURE PREMIUM FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

8 PROFIT FOR THE YEAR (Continued)
Directors' emoluments (Continued)

Fees paid to directors during the year amounted to £mil (2006 £nil) and company pension contributions amounted to
£16,888 {2006 £2,788)

None of the directors who served dunng this or the previous financial year were remunerated by the Company The
amounts disclosed above are those relating to their services as directors for the Company based on an estmated
time allocation basis Emoluments in relation to services performed by the directors for other group companies are not
disclosed in the Company's financial statements

Included In the above are emoluments, excluding pension contributions, paid to the highest paid director amounting to
£137,185 (2006 £21,742)

A contnbution of £16,626 (2006 £2,667) to a money purchase scheme was made on behalf of the highest pad
director Three directors {2006 two directors} had retirement benefits accruing under money purchase pension
schemes n respect of qualifying service and one director (2006 one director) had benefits accruing under defined
benefit pension schemes

Dunng the year three directors have exercised share options (2006 two directors)

9 DEFERRED INCOME TAX

The following are the major tax assets recognised by the Company, and the movements thereon, during the current
and pnar reporting periods

Other

timing

differences

£'000

At 1 January 2006 3
Credit to the iIncome statement i
At 1 January 2007 3
Credit to the income statement 226
At 31 December 2007 229
2007 2006

£000 £'000

Deferred tax asset 229 3
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FINSURE PREMIUM FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

10 CLASSIFICATION OF FINANCIAL INSTRUMENTS

Financial assets and financial habilites are measured on an ongoing basis either at far value or at amortised cost
The summary of significant accounting policies in note 1 descnbes how the classes of financial instrument are
measured and how income and expenses of the financial assets and labilities by category are defined in IAS39 and

by the balance sheet heading

As at 31 December 2007

Deferred tax assets
Prepayments and accrued income
Loans and receivables

Cash and cash equivalents

Borrowings

Trade and other payables and deferred iIncome

Current tax liabilities

Equity

As at 31 December 2006

Deferred tax assets
Prepayments and accrued income
Loans and recevables

Cash and cash equivalents

Borrowings

Trade and other payables and deferred income

Current tax liabilities

Equity

Non-

Other financial

Loans and {amortised assets /
receivables costs) habihties Total
£'000 £'000 £'000 £'000
- n/a 229 229
- n/a 877 877
117,593 n/a - 117,583
4,714 nfa - 4,714
122,307 n/a 1,106 123,413
nfa 33,241 - 33,241
n/a 86,093 - 86,093
nfa - 262 262
n/a 119,324 262 119,596
3,817
123,413

' Non-

Other:  financial

Loans and (amortised) assets /
receivables costs) labilities Total
£'000 £'000 £'000 £'000
- n/a 3 3
- n/a - -
92,128 n/a - 92,128
5,833 nfa - 5,833
97,961 n/a 3 97,964
nfa 20,656 - 20,656
nfa 73,644 - 73,644
nfa - 487 487
n/a 94,300 487 94,787
3,177
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FINSURE PREMIUM FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

11 LOANS AND RECEIVABLES

Receivables ansing from the financing of insurance premiums
Bue from contract holders
Less prowvision for impairment of recervables from contract holders
Due from agents, brokers and intermedianes
Receivables from related parties (note 18iv)
Loans to related parties (note 18v)
Trade and other receivables
Accrued Interest
Total loans and recevables

12 CASH AND CASH EQUIVALENTS

Cash at bank and in hand
- related parties (note 181v)

2007 2008
£'000 £000
106,808 81,185
(142) {33)
321 171
593 654
7,822 8,511
2,193 1,628
- 12
117,593 92,128
2007 2006
£'000 £'000
4,714 5,833

The effective interest rate on short - term deposits with credit institutions was 5 5% (2006 5 15%)

13 SHARE CAPITAL

The Company's authonsed share capital 1s made up of 1,000,100 £1 ordinary shares amounting to £1,000,100 (2006

£1,000,100)

The Company's 1ssued and fully paid share capital 1s made up of 1,000,000 £1 ordinary shares amounting to

£1,000,000 (2006 £1,000,000})

14 RETAINED EARNINGS

Balance as at 1 January 2006
Profit for the year
Balance as at 31December 2006

Profit for the year
Retained earnings at 31 December 2007

15 BORROWINGS

Loans from related parties {(note 18vi)

The borrowings are repayable as follows
On demand

The carrying value of the short term borrowings approximates to therr farr value

19

£'000

867
1,310
2,177

640
2,817

2007 2006
£000 £'000

33,241 20,656

33,241 20,656




FINSURE PREMIUM FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

16 TRADE AND OTHER PAYABLES AND DEFERRED INCOME

Due to related parties {note 181v)

Trade creditors and accruals

Amounts owed to agents, intermedianes and brokers
Deferred income

17 PARENT COMPANIES

The Company's immediate parent company Is The National Insurance and Guarantee Corporation Limited

2007 2006
£'000 £'000
69,420 58,573
201 572
9,818 8,435
6,553 5,064
86,093 73,644

The Company's ulimate holding company, ultimate controlling party, and the parent of the largest and smallest group
into which the Company 1s consolidated 1s The Royal Bank of Scotland Group plc, which 1s incorporated in Great
Bntain and registered in Scotland Financial statements for The Royal Bank of Scotland Group plc can be obtained

from The Royal Bank of Scotland Group plc, Gogarbumn, Edinburgh EH12 1HQ

18 RELATED PARTY TRANSACTIONS

The following transactions were carried out with related parties

| Sales of services

Sales of services {note 3)
Churchill Insurance Company Limited
RBS Business Insurance Services Limited
The National Insurance and Guarantee Corporation Limited

Interest received {note 5)
National Westminster Bank Plc

2007 2006
£'000 £'000
- 318

586 561
126 93
711 972
60 64

Sales of services with related parties are usually negotiated on a cost plus basis, allowing for a margin ranging from

549% to 6 64% (2006 4 50% to 4 75%}

interest iIncome received from deposits held with related parties was at the rate of 5 5% {2006 5 15%}
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FINSURE PREMIUM FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

18 RELATED PARTY TRANSACTIONS (Continued)

1 Purchases of products and services

Purchases of services (note 4)
R8BS Insurance Services Limited
The National Insurance and Guarantee Corporation Limited

Interest pard {note 6)
The National Insurance and Guarantee Corporation Limited

2007 2006
£'000 £'000
4,767 4,445

141 274
4,908 4,719
5,334 3,336

Services are usually negotiated with related parties on a cost-plus basis, allowing a margin ranging from 5 49% to

6 64% (2006 4 50% to 4 75%)

All employees were employed by RBS Insurance Services Limited, a fellow subsidiary company Total employee
costs, including directors’ remuneration, recharged to the Company by RBS Insurance Services Limited during the

year were £2,367,000 (2006 £2,971,000)

Employee costs recharged by RBS Insurance Services Limited includes the full costs of key managers and other staff
in respect of share-based payments The attribution among members of the Royal Bank of Scotland Group has

regard to the needs of the group as a whole

i Compensation of key management

Other emocluments
Company pension contributions

v Year-end balances ansing from sales/purchases of products/services

Bank deposits held with related parties (note 12)
National Westminster Bank Plc

Recevables from related parties (note 11)
RBS Business Insurance Services Limited
The National Insurance and Guarantee Corporation Limited

Movements In receivables from related parties were as follows

At 1 January
Transactions in the year
Settled in the year

At 31 December
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2007 2006
£'000 £'000
160 32
18 3
178 35
2007 2006
£'000 £'000
4,714 5,833
586 561
7 93
593 654
654 316
711 972
(772) (634)
593 654




FINSURE PREMIUM FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

18 RELATED PARTY TRANSACTIONS (Continued)
v Year end balances arising from sales/purchases of products/services (continued)

2007 2006
£'000 £'000
Payables to related parties (note 16}
Churchill Insurance Company Limited - 36
RBS Insurance Services Limited 382 308
The National Insurance and Guarantee Corporation Limited 69,038 59,229
69,420 59,573
2007 2006
Movements in payables to related parties were as follows £'000 £'000
At 1 January 59,573 43,808
Transactions in the year 10,624 19,853
Interest charged 3,915 2,505
Settled Iin the year {4,692) (6,583)
At 31 December 69,420 59,573
v Loans to related parties
2007 2006
£'000 £000
Loans to related parhies (note 11)
RBS Business Insurance Services Limited 7,822 8,511
2007 20086
Movements In loans to related parties were as follows £'000 £'000
At 1 January 8,511 9,957
Loans advanced dunng year 17,978 18,688
Loan repayments received (18,667) (20,134)
At 31 December 7,822 8,511
vi Loans from related parties
2007 2006
£'000 £'000
Loans from related parties (note 15)
The National insurance and Guarantee Corporation Limited 33,241 20,656
2007 2006
Movements in loans from related parties were as follows £'000 £'000
At 1 January 20,656 26,272
Loans advanced dunng the year 61,340 553
Loan repayments made (50,174} (7,.000)
Interest charged 1,419 831
At 31 December 33,241 20,656
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