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FINSURE PREMIUM FINANCE LIMITED 01670887

DIRECTORS' REPORT

The directars present their report and the audited financial statements for the year ended 31 December 2610

ACTIVITIES AND BUSINESS REVIEW
Activity
The pnncipat activity of the company continues to be the financing of insurance premiums

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

Review of the year
Business review
The directors are satisfied with the company's performance in the year

No dwvidends were paid dunng the year ended 31. December 2010 (2009 Enil) The directors do not recommend the
payment of a final drvidend (2009 £nil)

Financial performance

The company’s financial perfformance is presented in the Statement of Comprehensive Income on page 7 At the end of the
year, the financial position showed total assets of £6 4m (2009 £172 4m) and equity of £5 9m (2009 £9 5m)

Principal risks and uncertaimnties
The company 1s funded by facilities from The Royal Bank of Scotland plc

The company's financial nsk management objectives and policies regarding the use of financial instruments are set out in
note 19 to these financial statements

The company seeks to mimimise its exposure to external financial nsks other than equity and credit nsk, further information
on financial nsk management policies and exposures I1s disclosed in note 19

Going concern

A review of the company’s operations has been undertaken and a decision was made to cease providing finance for new
insurance premiums after 31 March 2010 The company continues to service existing customers and 1t 1s anticipated that the
company will cease operations in 2011 These financial statements have been prepared on a basis other than that of a
going concem basis

DIRECTORS AND SECRETARY

The present directors and secretary, who have served throughout the year, are listed on page 2




FINSURE PREMIUM FINANCE LIMITED 01670887

DIRECTORS' REPORT (continued)
DIRECTORS® RESPONSIBILITIES STATEMENT

The directors are responsible for preparing the annual report and the financial statements 1n accordance with applicable law
and regulations

Company law requires the directors to prepare a directors’ report and financial statements for each financial year and have
elected to prepare them in accordance with-Intermnational Financial Reporting Standards ("IFRSs") as adopted by the
European Union 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 affars at the end of the year and the profit and loss for the financial year of the
company In prepanng these financial statements, under Intemational Accounting Standard 1, the directors are required to

= select suitable accounting policies and then apply them consistentily,

- present information, including accounting policies, 1n @ manner that provides relevant, reliable, comparable and under-
standable information,

« provide additional disclosures when compliance with the specific requirements in IFRSs are insufficient to enable users
to understand the impact of particular transactions, other events and conditions of the entity's financial position and per-
formance, and

* make an assessment of the company's ability to continue as a going concem

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transachons and disclose with reasonable accuracy at any time the financial positon of the company, and to
enable them to ensure that the directors’ repart and financial statements comply with the requirements of the Companies Act
2006 They are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other rregulanties

DISCLOSURE OF INFORMATION TO AUDITORS
Each of the directors at the date of approval of this report confirms that
+ so far as they are aware, there 1s no relevant audit infermation of which the company’s auditers 1s unaware, and

» the director has taken all the steps that they ought to have taken to make themselves aware of any relevant audit
information and to establish that the company's auditor s aware of that information

Tihus confirmation 15 given and shall be interpreted in accordance with the provisions of section 418 of the Companies Act
2006

DIRECTORS’ INDEMNITIES

In terms of Section 236 of the Companies Act 2006, Mr K P O'Keeffe has been granted Qualfying Third Party Indemnity
Provisions by The Royal Bank of Scottand Group plc

POLICY AND PRACTICE ON PAYMENT OF CREDITORS

The company follows the policy and practce on payment of trade creditors determined by The Royal Bank of Scotland
Group plc (RBSG), as outlined below

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

At 31 December 2010, the company had no trade creditors (2008 ni!)




FINSURE PREMIUM FINANCE LIMITED

DIRECTORS' REPORT {continued)
AUDITOR

Deloitte LLP have expressed therr willingness to continue in office as auditor

Approved by the Board of Directors and signed on behalf of the board
< L
\ 0

K P O'Keeffe

Director

22 Apnl 2011
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FINSURE PREMIUM FINANCE LIMITED 01670887
INDEPENDENT AUDITOR'S REPORT TQO THE MEMBERS OF FINSURE PREMIUM FINANCE LIMITED

We have audited the financial statements of Finsure Premium Finance Limited (‘the company') for the year ended 31
December 2010 which have been prepared on a basts other than that of going concem and which compnise the statement
of comprehensive income, the balance sheet, the statement of changes in equity, the cash flow statement and the related
notes 1 to 21 The financial reporting framework that has been applied in thewr preparation I1s applicable law and
Intematienal Financial Reporting Standards (IFRSs) as adopted by the European Union and, as regards the company
financial statements, as applied in accordance with the provisions of the Companies Act 2006

This report 1s made solely to the company's members, as a bady, n 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 purpese To the fullest extent permitted by
law, we do not accept or assume respensibiiity to anyone other than the company and the company’s members as a body,
for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement, the directors are responsible for the preparation of the
financia! statements and for being satisfied that they give a true and fair view Our responsibility 1s to audit and express
an opirion on the financial statements 0 accordance with apphicable 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

An audit nvolves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or error
This includes an assessment of whether the accounting policies are appropnate to the company’s circumstances and
have been consistently applhed and adequately disclosed, the reasonableness of significant accounting eshimates made
by the directors, and the overall presentation of the financial statements

Opimon on financial statements
In our opinion the financial statements

= give a true and farr view of the state of the company's affarrs as at 31 Becember 2010 and of its loss for the year then
ended,

+ have been properly prepared in accordance with IFRSs as adopted by the European Union, and

* have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matters prescribed by the Companies Act 2006

In our opinion the information given In the directors’ report for the financial year for which the financial statements are
prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following rmatters where the Companies Act 2006 requires us to report to you
If, In our opinion

- adequate accounting records have not been kept, or returns adequate for our audit have not been recewved from
branches not visited by us, or

+ the financial statements are not in agreement with the accounting records and retumns, or

+ certain disclosures of directors’ remuneration specified by law are not made, or

» we have not receved all the infformation and explanations we require for our audit

\hrnh M&k .
~

Jeremy Casson tor Statutory Auditor)
for and on behalf of Deloitte LLP
Chartered Accountants and Statutory Auditor
London, England

3 May 2011




FINSURE PREMIUM FINANCE LIMITED
STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2010
Discontinued operations

Revenue
Administration expenses

Operating (loss)/profit
Interest payable
(Loss)/profit before tax
Tax credit/{charge)

(Loss)income for the year

01670887

2010 2009

Notes £'000 £'000
3 14,937 29,440

4 (19,512) {21,956)
(4,575) 7,484

5 (399) (1,574)
(4,974) 5,910

7 1,383 (1,654)
(3,591) 4,256

The accompanying notes form an integral part of these financial statements



FINSURE PREMIUM FINANCE LIMITED

BALANCE SHEET
as at 31 December 2010

Assets

Current assets

Trade and other receivables

Prepayments, accrued iIncome and other assets
Amounts due from group undertakings

Cash and cash equivalents

Deferred tax asset

Total assets

Liabilities

Current habilities

Borrowings

Trade and other payables

Accruals, deferred income and other labilities
Amounts due to group undertakings

Current tax habilities

Total liabilities

Equity

Share capital
Retained earnings
Total equity

Total habthittes and equity

The financial statements were apgroved by the Board of Directors on 28 Apnl 20411 and signed on its behalf by

(6 ‘
(_Q_MM \p . Ok
K P O'Keeffe

Director

The accompanying notes form an integral part of these financiat statements

Notes

10
11
12

16
13
14
15

17

01670887

2010 2009
£000 £'000
4,002 167,494
1,416 811
234 -
644 3,959
139 172
6,435 172,436
- 137,704

185 12,271
246 9,453
133 1,919

- 1,627

564 162,974
1,000 1,000
4,871 8,462
5,371 9,462
6,435 172,436




FINSURE PREMIUM FINANCE LIMITED

STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2010

At 1 January 2009

Profit for the year
Tax charge for the year

01670887

At 31 December 2009

Loss for the year
Tax credit for the year

At 31 December 2010

Share Retained
capital earnings Total
£'000 £'000 £'000
1,000 4,206 5,206
- 5,910 5,910
- (1,654) (1.654)
1,000 8,462 9,462
- (4,974) (4,974)
- 1,383 1,383
1,000 4,871 5,871

Total comprehensive loss for the year of £3 6m (2009 £4 3m profit) was wholly attnbutable to the owners of the company

The accompanying notes form an integral part of these financial statements




FINSURE PREMIUM FINANCE LIMITED

CASH FLOW STATEMENT
for the year ended 31 December 2010

Operating activities
{Loss)/profit for the year
Adjustments for

Interest expense
Tax charge

Operating cash flows before movements in working capital

Net decrease in prepayments

Net decrease/{increase) in loans and receivables

Net decrease in (nter-company balances - trading

Net (increase)/decrease In inter-company balances - loans
Net {(decrease)/increase in other operating habilities

Net cash from operating activities before tax

Tax pad
Net cash flows from operating activities

Cash flow from financing activities
Interest paid

Repayments of borrowings

Proceeds from borrowings

Net cash flows from financing actwvities

Net decrease in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

The accompanying notes form an integral part of these financial statements

10

Notes

~

21
21

12
12

01670887

2010 2009
£'000 £'000
(3,591) 4,256
399 1,574
(1,383) 1,654
(4,575) 7.484
811 432
163,492 (23,711)
(1,786) (80,126)
(234) 6,103
(21,293) 2,225
136,415 (87,593}
{1,627) (418)
134,788 (88,011)
{399) (976)
(193,336) {90,105)
55,632 178,180
(138,103) 87,099
(3,315) (912)
3,959 4,871
644 3,859




FINSURE PREMIUM FINANCE LIMITED 01670887

NOTES TO THE FINANCIAL STATEMENTS

Accounting policies
a) Presentation of accounts

The accounts are prepared on a basis other than that of a going concem and In accordance with Intemational
Financial Reporting Standards 1ssued by the International Accounting Standards Board {(IASB) and interpretations
issued by the Intemational Financial Reporting Interpretations Committee of the IASB as adopted by the European
Urion (EU) (together IFRS)

The company Is ncorporated in the UK and registered in England and Wales

The accounts are prepared on a break up basis which 1s not matenally different from the histoncal cost basis
The company’s accounts are presented in accordance with the Companies Act 2006

Adoption of new and revised standards

There are a number of changes 1o IFRS that were effective from 1 January 2010 They have had no matenal effect
on the company's financial statements for the year ended 31 December 2010

b) Revenue recognition
Interest iIncome 1s recogrused on acceptance of insurance premium finance loans by the customer

Interest income on financial assets that are classified as foans and recevables, avallable-for-sale or held-to-matunty
and interest expense on financial labiities other than those at far value through profit or loss are determined using
the effective interest method

¢} Taxation

Provision 15 made for taxation at current enacted rates on taxable profits, ansing n income or in equity, taking into
account relief for overseas taxaticn where appropnate

Deferred taxation 1s accounted for in full for all temporary differences between the carrying amount of an asset or
ability for accounting purposes and 1ts carrying amount for tax purposes

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

On initial recognition, financial assets are classified inte held-to-maturty investments, loans and receivables, held-for-
trading, designated as at fair value through profit or loss, or avallable-for-sale financial assets

Loans and receivables

Non-denvative financial assets with fixed or determinable repayments that are not quoted in an active market are
classified as loans and recewvables, except those that are classified as availlable-for-sale or as held-for-trading, or
designated as at fair value through profit or loss Loans and recevables are initally recogrnised at fair value plus
directly related transaction costs They are subsequently measured at amortised cost using the effective interest
method less any impaiment losses

Availlable-for-sale

Financial assets that are not classified as held-to-matunty, held-for-trading, designated as at fair value through profit
or loss, or loans and recewables, are classified as available-for-sale Financial assets can be designated as available
for-sale on iniial recognition Available-for-sale financial assets are iially recognised at faw value plus directly
related transaction costs They are subsequently measured at farr value Impaiment losses and exchange
differences resulting from retranslating the amortised cost of foreign currency monetary available-for-sale financial
assets are recognised In profit or loss together with interest calculated using the effective interest method Other
changes Iin the fair value of available-for-sale financial assets are reported in a separate component of shareholders’
equity unti disposal, when the cumulative gain or loss 15 recognised in profit or loss

1




FINSURE PREMIUM FINANCE LIMITED 01670887
NOTES TO THE FINANCIAL STATEMENTS
1 Accounting policies (continued)

e) Impairment of financial assets

The company assesses at each balance sheet date whether there 15 any objective evidence that a financial asset or
group of financial assets classified as loans and receivables 1s impaired A financial asset or portfolio of financiat
assets 1s impaired and an imparment loss incurred If there 15 objective evidence that an event or events since imitial
recognition of the asset have adversely affected the amount or timing of future cash flows from the asset

f) Fmancial liabilites

On initial recognition financial habilies are classified into held-for-trading, designated as at fair value through profit or
loss, or amortised cost

Amortised cost

Other than dervatives, which are recognised and measured at farr value, all other financial habiities are measured at
amortised cost using the effective interest method

g) Derecogmition

A financial asset 1s derecognised when it has been transferred and the transfer qualifies for derecognition

A financial liability 1s removed from the balance sheet when the obligation s discharged, or cancelled, or expires
h) Cash and cash equivalents

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

1) Accounting developments

The International Accounting Standards Board (IASB) 1ssued ‘Improvements to IFRS' in May 2010 implementing
minor changes to IFRS, making non-urgent but necessary amendments to standards, pnmanly to remove
inconsistency and to clarfy wording The revisions are effective for annual penods beginning on or after 1 July 2010
and are not expected to have a matenal effect on the company

The IASE 1ssued IFRS 9 ‘Financial Instruments’ in November 2009 simplifying the classification and measurement
requirements in IAS 39 ‘Financial Instruments Recogrition and Measurement' in respect of financial assets The
standard reduces the measurement categories for financial assets to two fair value and amortised cost A financial
asset 15 classified on the basis of the entity's business model for managing the financial asset and the contractual
cash flow characteristics of the financial asset Only assets with contractual terms that give nse to cash flows on
specified dates that are solely payments of pnncipal and interest on the pnncipal amount outstanding and which are
held within a business model whose objective I1s to hold assets in order to collect contractual cash flows are classified
as amortised cost Al other financial assets are measured at fair value Changes in the value of financial assets
measured at far value are generally taken to profit or loss

In October 2010, IFRS 8 was updated to include the classification and measurement of liabilites it is not markedly
different from 1AS 39 except for llabilihes measured at farr value where the movement 15 due to changes In credit
rating of the preparer it 1s recogrised not in profit or loss but in other comprehensive income

The standard 1s effective for annual penods beginning on or after 1 January 2013, early application s permitted

12



FINSURE PREMIUM FINANCE LIMITED 01670887

NOTES TO THE FINANCIAL STATEMENTS

1

Accounting policies (continued)

This standard makes major changes to the framework for the classification and measurement of financial assets but
will not have a matenal effect on the company’s financial statements The changes relating to the classification and
measurement of iabihties camed at fair value will have a less significant effect on the company The company 1s
assessing these impacts which are likely to depend on the outcome of the other phases of IASB's IAS 39
replacement project

The IASB issued ‘Disclosures - Transfers of Financial Assets (Amendments to IFRS 7 Financial Instruments
Disclosures) in October 2010 to extend the standard's disclosure requirements about derecognition to ahign with US
GAAP The revisions are effective for annual penods beginning on or after 1 July 2011 and will not affect the financial
position or reported performance of the company

The 1ASB 1ssued an amendment to 1AS 12 'Income Taxes' in December 2010 to clanfy that recognition of deferred
tax should have regard to the expected manner of recovery or settlement of the asset or habiity The amendment
and consequential withdrawal of SIC 21 'Deferred Tax Recovery of Underlying Assets’, effective for annual periods
beginning on or after 1 January 2012, 1s not expected to have a matenal effect on the company

The Intermational Financial Reporting Interpretations Committee 1ssued interpretation IFRIC 19 ‘Extinguishing
Financial Liabiihies with Equity Instruments® in December 2009 The interpretation clanfies that the profit or loss on
extinguishing llabihties by issuing equity instruments should be measured by reference to farr value, preferably of the
equity instruments The interpretation, effective for the company for annual penods beginning an or after 1 January
2011, 1s not expected to have a material effect on the company

Cnitical accounting policies and key sources of estimation uncertainty

The reported results of the company are sensitive to the accounting policies, assumptions and estimates that underlie
the preparation of its financial statements UK company law and IFRS require the directors, in preparing the
company’s financial statements, to select suitable accounting policies, apply them consistently and make judgements
and estimates that are reasonable and prudent In the absence of an applicable standard or interpretation, IAS 8
‘Accounting Policies, Changes in Accounting Estimates and Errors', requires management to develop and apply an
accounting policy that results in relevant and reliable information in the light of the requirements and guidance n
IFRS dealing with similar and related issues and the IASB's Framework for the Preparation and Presentation of
Financial Statements The judgements and assumptions involved in the company's accounting policies that are
considerad by the directors to be the most important to the portrayal of its financial condition are discussed below
The use of estimates, assumptions or models that differ from those adopted by the company would affect its reported
results

a} Deferred tax
The company makes provision for deferred tax on short term and other temporary differences where tax recognition

occurs at a different time from accounting recognition Deferred tax assets of £138,000 (2009 £172,000) were
recognised as at 31 December 2010

13



FINSURE PREMIUM FINANCE LIMITED 01670887

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2010

3 Revenue

2010 2009
£'000 £'000
Commussion from related parties (note 21) 27 188
Interest incorne from policyholders 14,910 29,068
Interest income from related parties {note 21) - 184
14,937 29,440

All revenue denves from activities in the United Kingdom

4  Admunistration expenses

2010 2009
£000 £'000
Marketing and administrative expenses 16,769 16,458
Commissions payable to related parties (note 21) 74 90
Management fees payable to related parties {note 21) 2,670 5,408
19,512 21,956

Management fees

Management fees relate to the company's share of group resources such as the use of IT platforms, staff and a share of
central resources These are re-charged on an annual basis by RBS Insurance Services Limited {'RBSIS')

Staff costs, number of employees and directors’ emoluments

Al staff and directors were employed by RBSIS, the accounts for which contan full disclosure of employee benefit
expenses incurred in the penod Including share based payments and pensions The company has no employees and
pays a management charge for services provided by other group companies The directors of the company do not
recelive remuneration for specific services provided to the company

5 Interest payable

2010 2009

£000 £'000

Interest payable on borrowings to related parties (note 21) 399 1,574

6 Operating (loss)/profit before tax

2010 2009

Operating (toss)/profit before tax 1s stated after charging £'000 £'000
Impaimment of financial assets 7,310 -
Auditors’ remuneration - audit services 7 9

7,317 9

Fees paid to the auditors with respect to the statutory audit amounted to £7,000 (2009 £9,000) There were no non
audit services recharged dunng the year (2009 none)

The financial asset of £7 3m that has been imparred relates to a senes of premwuum finance agreements held with one

specific customer The company’'s credit control function has tned to pursue the debt but given the fact that full
recoverability 1s dubious it was deemed prudent by management to provide for the full amount outstanding

14




FINSURE PREMIUM FINANCE LIMITED 01670887

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2010

6  Operating (loss)/profit before tax (continued)

Directors’ emoluments

2010 2009

£'000 £'000

Other emoluments 60 96
Company pension contnbutions 5 15
65 111

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 estimated time
allocation basis Emoluments (in relation to services performed by the directors for other group companes are not
disclosed in the company’s financial statements

Included in the above are emoluments, excluding pension contnbutions, paid to the highest paid director amounting to
£59,517 (2009 £95,883)

A contnibution of £4,870 (2009 £13,283) to a money purchase scheme was made on behalf of the highest paid director
Two directors (2008 three directors) had retirement benefits accruing under money purchase pension schemes In
respect of qualfying service and no directors {2009 one director) had benefits accruing under defined benefit pension
schemes

Dunng the year no directors have exercised share options (2009 no directors)

7 Tax
2010 2009
£'000 £'000
Current taxation
UK corporation tax credit/(charge) for the year 1,416 (1.627)
Over provision in respect of pnor years - 1
1,416 (1,626)
Deferred taxation
Charge for the year (33) (28)
Total
Current tax 1,416 (1,626)
Deferred taxation {(33) (28)
Tax credit/{charge) for the year 1,383 {1,654)

The actual tax credit differs from the expected tax credit computed by applying the standard rate of UK corporation tax
rate of 28% (2009 standard tax rate 28%) as follows

Expected tax credit/(charge}) 1,393 {1,655}
Non-taxable items (6) -
Effect of the reduction in deferred tax rate to 27% (5) -
Adjustments in respect of prior pericds 1 1
Actual tax credit/{charge) for the year 1,383 (1,654)

15




FINSURE PREMIUM FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2010

8

Deferred tax

The following are the major tax assets/labilities recognised by the company, and the movements thereon

At 1 January 2009
Charge to income

At 31 December 2009
Charge to income

At 31 December 2010

9 Trade and other receivables

10 Prepayments, accrued income and other assets

11

Receivables ansing from the financing of insurance premiums

Due from contract holders

Less provision for impairment of receivables from contract holders

Due from agents, brokers and intermedianes
Less provision for impairment of receivables from agents and brokers

Trade and other recewvables

The following assets were past due at the balance sheet date but not considered impaired

2010
Trade and other receivables

2009
Trade and other receivables

Prepayments
Current tax asset - related parties (note 21)

Amounts due from group undertakings

Fellow subsidianes
Less cash balances with group banks {note 21)

01670887

16

Other timing

differences

£'000

200

(28)

172

(33)

139

2010 2009

£'000 £'000

11,021 163,850

(7,637) (418)

588 663

- (105)

30 3,504

4,002 167,494

1-29 30-59 60-89 More than

days days days 90 days Total
£'000 £'000 £°'000 £'000 £'000
222 64 32 - 318
3,300 955 482 - 4,737

2010 2009

£'000 £'000

- 811

1,416 -

1,416 811

2010 2009

£'000 £'000

878 3,959

(644) (3.959)

234 R




FINSURE PREMIUM FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2010

12 Cash and cash equivalents

Cash at bank and in hand (note 21}

13 Trade and cther payables

Amounts owed to agents, intermedianes and brokers

14 Accruals, deferred income and other liabilittes

Accruals
Deferred iIncome

15 Amounts due to group undertakings

Fellow subsidiaries (note 21)

16 Borrowings

Borrowings from fellow subsidianes (note 21)

17 Share capital

01670887

2010 2009
£'000 £'000
644 3,959
2010 2009
£000 £'000
185 12,271
2010 2009
£'000 £'000
80 123
166 9,330
246 9,453
2010 2009
£'000 £'000
133 1,919
2010 2009
£'000 £'000
- 137,704

The company's authonsed share capital 1s made up of 1,000,100 £1 Ordinary shares amounting to £1,000,100 (2009

£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

(2009 £1,000,000)

17



FINSURE PREMIUM FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2010

18 Fmnancial instruments

Categortes of financial instrument

01670887

The following tables analyse the company's financial assets and liabilities in accordance with the categones of financial
instruments in IAS 39 "Financial Instruments®, Recegnition and Measurement  Assets and habilities outside the scope of

IAS 39 are shown separately

2010

Assets

Deferred tax asset

Trade and recewvables

Prepayments, accrued income and other assels
Cash

Liabilities

Trade and other payables

Accruals, deferred iIncome and other habilittes
Amounts due to group undertakings

Equity

2009

Assets

Deferred tax asset

Trade and receivables
Prepayments and accrued income
Cash

Liabilities

Trade and other payables

Accruals, deferred income and other liabilities
Borrowings

Equity

At Non financial

Loans and amorhsed assets /
receivables cost liabihties Total
£000 £'000 £'000 £'000
- n/a 139 139
4,236 nfa - 4,236
- nfa 1,416 1,416
644 n/a - 644
4,880 nia 1,555 6,435
n/a 185 - 185
n/a - 246 246
nfa 133 - 133
nfa 318 246 564
5871
6,435

At Non financial

Loans and amortised assets /
receivables cost habilities Total
£'000 £'000 £'000 £'000
- n/a 172 172
167,494 n/a - 167,494
- nfa 811 811
3,959 n/a - 3,959
171,453 nia 983 172,436
nfa 23,643 - 23,643
nfa - 1,627 1,627
nfa 137,704 - 137,704
nfa 161,347 1,627 162,974
9,462
_..'_'1_"_l_436

18




FINSURE PREMIUM FINANCE LIMITED 01670387

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2010

18 Financial nsk management

The pnncipal nsks associated with the company are as follows
interest rate nisk

Structural interest rate nsk anses where assets and liabilities have different repricing matunties

The financial labiliies of the company consist of amounts due to group undertakings and third party trade payables The
amounts due to group undertakings do not have any significant interest rate nsk as they are due pnmanly on demand
The third party trade payables do not have any significant interest rate nsk as the company follows the policy and
practice on payment of creditors determined by The Roya! Bank of Scotland Group plc as detailled in the directors’
report

Currency nsk

The company has no currency nsk as all transactions and balances are denominated in Sterling
Credit nsk

Credit nsk anses from the potential that losses are incurred from the fallure of a counterparty to meet its credit
ocbhgations

The objective of the Credit Risk Policy and supporting Minmum Standards 1s to document the control processes by
which the company 1s able to identify, monitor, measure, manage, control and mitigate the level of credit nsk effectively
against the nisk appetite The credit nsk control environment 1s surmmansed below in the key elements of the policy

The key principles of the group's Credit Risk Management Framework are set out below

= Approval of all credit exposure 1s granted pnor te any advance or extension of credit

» An appropnate credit nsk assessment of the customer and credit facilities 1s undertaken prior to approval of credit
exposure This includes a review of, amongst other things, the purpose of credit and sources of repayment, compliance
with affordabulity tests, repayment tustory, capacity to repay, sensitivity to economic and market developments and nsk-
adjusted return

+ Credit nsk authonty 1s delegated by the Board and specifically granted in wnting to all individuals involved in the
granting of credit approval In exercising credit authonty, the individuals act independently of any related business
revenue ongmnaton

* All credit exposures, once approved, are effectively monitored and managed and reviewed perodically agamst
approved imits Lower qualty exposures are subject to a greater frequency of analysis and assessment

Liquidity risk
The company has no matenal iquidity nsk as it has access to group funding
Market nsk

Market nisk 1s the potential for loss as a result of adverse changes in nsk factors including interest rates, foreign currency
and equity prices together with related parameters such as market volatihihies

Sensitivity Analysis

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

Sensitivity factor Description of sensitivity analysis

The impact of a change in market interest rates by +/- 1% (eg i a
current interest rate 1s 2%, the impact of an iImmediate change to 1%
or 3%)

Expenses The impact of an increase in ongoing admustrative expenses by
10%

Interest rate and investment return
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20

2

Market nsk (continued)

Sensitivity as at 31 December 2010

Interest Interest
rates rates Expenses
+1% -1% 10%
£'000 £°'000 £'000
Impact on profit before tax 661 (661) (1,951)
Impact {before tax) on shareholders' equity 661 (661) (1,951)
Sensitivity as at 31 December 2009
Interest Interest
rates rates Expenses
+1% “1% 10%
£'000 £'000 £'000
Impact on profit before tax 1,266 (1,266) {2,196}
Impact (before tax) on shareholders' equity 1,266 (1,266) {2,196)

Limitations of sensitivity analysis

The above tables show the effect of a change in 2 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 targe or smailer impacts should not be interpolated or extrapolated from these results

Capital nsk management

The company defines capital in accordance with the legal and statutory requirements and manages s capital in
accordance with generally accepted processes and pnnciples In particular, its objectives when managing capital are

« to comply with legal and statutory obligations and maintain capital resources commensurate with the nature, scale

and nsk profile of its business,
- to provide a framework for monitonng the financial and capital position of the company , including the procedures
to be followed dunng penods of general financial distress, either due to internal or extemnal events,

+ to safeguard the company's liability to continue as a going concern

Capital resources

The company’s capital consists of equity compnsing 1ssued share capital and retained earmings The company 1s a
member of The Royal Bank of Scotland group of companies which has regulatory disciplines over the use of capital In
the management of capital resources, the company 1s govermed by the group’s policy which 1s to maintain a strong
capital base 1t 1s not separately regulated

Related parties

On 1 December 2008, the UK Government through HM Treasury became the ultimate controling party of The
Royal Bank of Scotland Group plc The UK Government's shareholding 1s managed by UK Fianctal Investments
Limited, @ company wholly owned by the UK Govermnment As a result, the UK Government and UK Government
controlled bodies became related parties of the company
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Related parties (continued)

The company's ultimate holding company s The Royal Bank of Scotland Group ple, which 1s incorporated in Great
Bntain and registered in Scotland lts immediate parent company 1s RBS Insurance Group Limited which ts incorporated
in Great Bntain and registered in England and Wales

As at 31 December 2010, The Roval Bank of Scotland Group plc heads the largest and smallest group in which the
company Is consolidated Copies of the consolidated accounts of The Royal Bank of Scotland Group plc may be
obtained from The Secretary, The Royal Bank of Scotland Group plc, Gegarbum, PO Box 1000, Edinburgh EH12 1HQ

Transactions between the company, the UK Government and UK Government controlled bodies, consisted solely of
corporation tax

Revenue with other group companies in the penod 1 January to 31 December 2010 compnsed

1 Sales of services

2010 2009
£'000 £'000
Sales of services {note 3)
Feltow subsidianes 27 372
n Purchases of products and services
2010 2009
£'000 £'000
Purchases of services (note 4)
Fellow substdiaries 2,744 5,498
Interest payable (note 5)
Fellow subsidianes 399 1,574

interest paid to related parties was based on a floating rate above LIBOR ranging from Q 56% to 0 74% (2009 0 57% to
2 35%)

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 dunng the year were
£1,219,000 (2009 £2,157,000)

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 attnbution among members of the Royal Bank of Scotland Group has regard to
the needs of the group as a whole

iii Compensation of key management

The aggregate remuneration of directors and other members of key management dunng the year was as follows

2010 2009

£'000 £'000

Other emoluments 72 103
Company pension contnbutions 6 16
78 119
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21 Related parties (continued)

Key management

The company I1s a subsidiary of The Royal Bank of Scotland Group plc whose policy 1s for companies to bear the costs
of therr full ime staff The tme and costs of executives and other staff who are pnmarnly employed by the group are not
specifically recharged However, the group recharges subsidianes for management fees which include an allocation of
certain staff and administrative support costs

In the company and the group, key management compnise directors of the company and members of the Group
Executive Management Commitiee The emoluments of the directors of the company are met by the group

The directors of the company do not receive remuneration for specific services provided to the company

iv Year-end balances arising from sales/purchases of products/services

2010 2009
£'000 £'000
Bank deposits held with related parties (note 12)
Fellow subsidiaries 644 3,959
2010 2009
Movements 1n recevables from related parties were as follows £000 E'000
At 1 January - 465
Transactions In the year 27 372
Settled in the year (27) {837)
At 31 December - -
2010 2009
£'000 £'000
Payables to related parties (note 15)
Fellow subsidianes 133 1,919
2010 2009
Movements in payables to related parties were as follows £'000 £'000
At 1 January 1,919 82,510
Transactions in the year 9,806 12,683
Interest charged - 976
Reclassification of balances (724) -
Settled in the year (10,868) (94,250)
At 31 December 133 1,919
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v Loans to related parties

2010 2009
£'000 £'000
Loans to related parties {note 11)
Fellow subsidianes 234 -
2010 2009
Movements in loans to related parties were as follows £'000 £'000
At 1 January - 6,103
Loans advanced dunng year 234 5,674
Loan repayments received - {11,777)
Interest charged - -
At 31 December 234 -
vl Loans from related parties
2010° 2009
£'000 £'000
Loans from related parties (note 16)
Fellow subsidianes - 137,704
2010 2009
Movements in loans from related parties were as follows £°000 £'000
At 1 January 137,704 49,031
Loans advanced during the year 54,274 178,180
Loan repayments made (193,336) (90,105)
Interest charged 399 598
Reclassification of balances 959 -
At 31 December - 137,704
vii Tax
£°000 £'000
Other tax recewables/{payables) include amounts recevable/{payable})
from/(to) related parties as follows
HM Revenue and customs (note 10) 1,416 {1,627)
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