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FINSURE PREMIUM FINANCE LIMITED 01670887
Strategic report |

The directors present their Strategic Report for the year ended 31 December 2013.
Activities

The principal activity of Finsure Premium Finance Limited (“the Company”) was the financing of insurance premiums which it
ceased in 2011. Ih due course, the Company will be placed into members’ voluntary liquidation.

The basis of preparation is referred to further in note 1 of these financial statements.

The Company is a subsidiary of Direct Line Insurance Group pic (“DLIG") which together with its subsidiaries (“the Group")
provides the Company with direction and access to all central resources it needs and determines policies in all key areas
such as finance, risk, human resources or environment.

Review of the year
Business review

As stated previously, the Company ceased trading in 2011. The Company received interest on its inter-company loans while

it is in the process of receiving bad debts previously written off. During 2013 the Company managed to receive £950,000
which it had previously written off as a bad debt. The Company will continue to pursue its bad debts for the foreseeable
future. '

Financial performance

The Company's financial performance is presented in the statement of comprehensive income on page 8. At the end of the
year, the balance sheet reflected total assets of £2,975,000 (2012: £2,064,000) and equity of £2,747,000 (2012: £2,031,000).

No dividend (2012: nil) has been paid; no further dividend for 2013 is proposed.
‘Principal fisks and uncertainties
* The Company is funded by facilities from the Group and will continue until the Company is liquidated.

The Company's risk management objectives are set out in note 2.

P G Edwards
Director
21 May-2014



FINSURE PREMIUM FINANCE LIMITED | . 01670887

Directofs’ report (continued)

The directors presént their annual report and the audited financial statements for the year. ended 31 December 2013.
D!rectors and secretary
The present directors dnd secretary are listed on page 2.

"From 1 January 2013 to date the foIIowing changes have taken place:

'Director . ' Appointed . _ ‘ ‘ Resig'ned
' KO'keeffe ' v v . 5April 2013

B. Thornton - 31 March 2014

C E Morton ' 17 April 2014 - 4

H M Tomlinson _ 17 April 2014 )
" Secretary |

P A Hutchings . ' 26 September 2013

R C Clifton - 26September 2013

Going concern

A review of the Company’s operations was undertaken and a decision was made to cease providing finance for new
insurance premiums after 31 March 2010. The Company continued to service existing. customers into 2011 but these
operations have now ceased. It is the intention to place the Company into members’ voluntary liquidation in due course.
These financial statements have b_een prepared on a-basis other than that-of a going concern. '

Directors’ responsibilities statement

The directors are responsible for preparing the annual report cnd the flnonC|cI stotements in cccordonce with applicable
law and regulations. .

Company law requires the directors to prepare a directors' report and financial statements for each financial year and the
- directors have elected to prepare them in accordance with International 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 affairs at the end of the year and the profit or loss for the financial
year of the Company. In prepcnng these financial statements, under Intemational Accounting Standard 1, the directors are.
required to:

e select suitable occountirig policies and then apply them consistently;

. present information, including accounting policies, in a mcnner that provides relevant, reliable, compcroble and
understondoble information; :

. provnde additional disclosures- when compllonce with the specific requirements in IFRSs are insufficient to enable

' users to understand the impact of particular fransactions, other events and conditions of the entity’'s financial
position and performance; and .

e make an assessment of the Company's ability to continue as a gomg concern,

The directors are responsible for keeping adequate accounting records that are sufficient to ;hbw and explain the
Company's transactions and 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
Act 2006. They are also responsible for safeéguarding the assets of the Company and hence for taking reasonable steps for
the prevention and detecnon of fraud and other imegularities.

Disclosure of information of auditor
Each of the directors at the date of approval of this report confirms that:

¢ so far as they are aware, there is no relevant audit information of which the Company's auditor is 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 is aware of that information. .

This confirmation is given and shall be interpreted in accordance with the provisions of section 418 of the Companies Act
2006. : )



FINSURE PREMIUM FINANCE LIMITED - o 01670887

Directors’ report (continued)

Dlrecto_rs' indemnities

DLIG has made qudiifying third party indemnity provisions for the benefits of the directors of the Company which remain in
force at the date of this report. - v -

Auditor

Deloitte LLP has expressed its Willingness to continue in office as auditor and-it is the intention of the directors to re-appoint
. -them under the deemed appointment rules of section 487 of the Companies Act 2006.

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

P G Eliwards
Director
271 May 2014



FINSURE PREMIUM FINANCE LIMITED : 01670887

Independent auditor's.report to the member of Finsure Premium Finance Limited

We have audited the financial statements of Finsure Premium Finance Limited (“the Company”) for the year ended 31
December 2013 which comprise the statement of comprehensive income, the balance sheet, the statement of changes in
equity, the cash flow statement and the related notes 1 to 11. The financial reporting framework that has been applied in
their preparation is applicable law and Intemational Financial Reporting Standards {IFRSs) as adopted by the European
Union.

This report is made solely to the Company's member, as a body, in accordance with Chapter 3 of Part 16 of the CoAmpcnies
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 auditor

As explained more fully in the Directors' Responsibilities Statement, the directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view. Our responsibility is 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

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or error.
This includes an assessment of: whether the accounting policies are appropriate to the Company’s circumstances and have
been consistently applied and adequately disclosed; the reasonableness of significant accounting estimates made by the
directors; and the overall presentation of the financial statements. In addition, we read all the financial and non-financial
information in the annual report to identify material inconsistencies with the audited financial statements. If we become
aware of any apparent material misstatements or inconsistencies we consider the implications for our report.

Oplnlori on financial statements
In our opinion the finonciol statements:

e give a true and fair view of the state of the Company's affairs as at 31 December 2013 and of its profit for the year
then ended;

. have been properly prepcred in accordance with IFRSs as adopted by the European Union; and

. have been prepared in accordance with the requurements of the Companies Act 2006

Emphasis of matter - Financial statements prepared other than on a going concern basis

In forming our opi_nion'on the financial statements, which is not modified, we have considered the cdequocy of the
disclosure made in note 1 to the financial statements, which explains that the financial statements have been prepared on
a basis other than that of a going concem.

Separate opinion in relation to IFRSs as issued by the IASB

As explained in Note 1 to the Financial statements, the company, in addition to applying IFRSs as adopted by the European
Union, has also applied IFRSs as issued by the International Accounting Standards Board (IASB).

In our opinion the financial statements comply with IFRSs as issued by the |ASB.
Opinion on other matters prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report and the Strategic Report for the financial year for which the
financial statements are prepared is consistent with the financial statements.



FINSURE PREMIUM FINANCE LIMITED ‘ 01670887

Independent auditor's report to the member of FinAsure Premium Finance Limited

Matters on which we are required to report by exception ’ O

We have nothing to report in respect of the following matters' where the Companies Act 2006 requires us to report to you if,
in our opinion:

- adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; or
¢ the financial statements are not in agreement with the accounting records and returns; or
¢ certain disclosures of directors’ remuneration specified by law are not made; or
¢ we have not received all the information and explanations we require for our audit.

&V -

‘David Rush (Senior Statutory Auditor)

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
London, United Kingdom

2% may 2014
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FINSURE PREMIUM FINANCE LIMITED

Statement of comprehensive income
For the year ended 31 December 2013

Discontinued operofion§

S

01670887

. 2013 2012

Notes £'000 £'000

Adminisircﬁon expenses 4 916 3
Investment return 3 14 15
Profit before tax 930 18
Tax charge 5 (214) (9)
716 9

Total comprehensive income for the year attributable to owners of the Company

The attached notes on pages 12 to 19 form an integral part of these financial statements.



FINSURE PREMIUM FINANCE LIMITED

Balance sheet
As at 31 December 2013

01670887

Total equity and liabilities

2013 2012
Notes £'000 £'000

Assets”

Curent tax assets 5 - 102
“ Trade and other receivables 7 2,970 1,945
_Cash and cash equivalents 8 5 17

Total assets 2,975 = 2064

Equity

Share capital 10 1,000 1,000
' Retained earnings 1,747 1,031

Total equity 2,747 2,031

Liabilities

Trade and other payables 9 10 33

Current tax liability 5 218 -

Total liabilities 228 33

2,975 2,064

The attached notes on pages 12 to 19 form an integral part of these financial statements.

The financial statements were approved by the Board of D

-signed on its behalf by:

P G Edwards
Director

irectors and authorised for issue on 2°7 Méy 2014, They were



.FINSURE PREMIUM FINANCE LIMITED

Statement of changes in equity
For the year ended 31 December 2013

01670887

Share capital Retained earnings Total equity
£'000 £'000 £'000‘
. Balance at 1 January 2012 1,000 1,022 2,022
Profit for the year . ‘ ‘ - 9 9
Balance at 31 December 2012 : 1,000 1,031 2,031
Profit for the year - 716 716
Balance at 31 December 20]_3 1,000 1,747 2,747

The attached notes on pages 12 to 19 form an integral part of these financial statements.



FINSURE PREMIUM FINANCE LIMITED

Cash flow statement
For the year ended 31 December 2013

.

01670887

2013 - 2012

Notes £'000 £'000
Cash flows from dpercting activities
Total compréhensive income 716 9
Investment return 1o (14) (15)
Tax charge 214 9
Operating cash flows before movements in working capital ,913 3
Movements in working capital
Net decrease in amount due to related parties 1 (17) (7
Net {decrease)/increase in other trade creditors and other payables 9 (6) |
Cash generated from operations 893 2
Taxes received/(paid) 106 (26)
Net cash flows generated from / (used by) operating activities 999 (24)
Cash flows from investing activities
Loans advanced n (1,119) N (65)
Loan répoyments received 1 - 108 79
Nét cash flows (used by) / generated from investing activities (1.on) 14
Net decrease in cash and cash equivalents (12) (10)
Cash and cash equivalents at the beginning of the year 17 27
Cash and cash equivélents at tﬁe end of the year 5 17

The attached notes on pages 12 to 19 form an integral part of these financial statements.

1



FINSURE PREMIUM FINANCE LIMITED o 01670887

Notes to the financial statements

1. Accounting policies

1.1 Presentation of accounts .

The accounts have been prepared in accordance with International Financial Reporting Standards issued by the
International Accounting Standards Board {“1ASB") and interpretations issued by the Intemational Financial Reporting
Interpretations Committee (“IFRIC") of the IASB as adopted by the European Union ("EU") (together IFRSs). The financial
statements are prepared on the historical cost basis.

As required by IAS1 Presentation of Financial Statements, management has prepared the financial statement on the basis
that the entity is no longer a going concern (see Directors’ Report on page 4). No material adjustments arose as a result of
ceasing to apply the going concern basis. ’

The Company is incorporated in the United Kingdom and registered in England and Wales.
The Company's accounts are presented in accordance with the Companies Act 2006.

1.2 Revenue recoghnition
Interest income is recognised on acceptance of insurance premium finance loans by the customer.

Interest income on financial assets that are classified as loans and receivables, available-for-sale or held-to-maturity and
interest expense on financial liabilities other than those at fair value through profit or loss are determined using the effective -
interest rate

Debts recovered are recognised in the income statement when received.

1 .3>Toxc|ﬁon
The tax expense represents the sum of the tax currently payable and deferred tox.

The current tax expense is based on the taxable profits for the year as determined in accordance with the relevant tax
legislation, after any adjustments in respect of prior years. Taxable profit differs from net profit as reported in the income
statement because it excludes items of income or expense that are taxable or deductible in other years and it further
excludes items that are never taxabie or deductible.

Provision for taxation is calculated using tax rates that have been enacted or substantively enacted by the balance sheet
date, and is allocated over profits before taxation and amounts charged or credited to components of other

comprehensive income and equity, as appropriate.
AN
Deferred taxation is accounted for in full using the balance sheet liability method on all temporary differences between the

carying amount of an asset or liability for accounting purposes and its camying amount for tax purposes.

Deferred tax liabilities are generally recognised for all taxable temporary timing differences and deferred tax assets. are
recognised to the extent that it is probable that taxable profits will be available against which deductible temporary
differences can be utilised. :

Deferred tax assets are reviewed at each balance sheet date and reduced to the extent that it is probabile that they will
not be recovered. ) '

Deferred tax liabilities are calculated at the tax rates expected to apply when the liability is settled and deferred tax assets
based on laws and rates that have been enacted or substantively enacted at the balance sheet date. Deferred tax is
charged or credited in the income statement, except when it relates to items charged or credited in other comprehensive
income, in which case the deferred tax is also dealt with in other comprehensive income.

1.4 Financial assets :
Financial assets are classified as held-to-maturity, available-for-sale, designated as at fair value through profit or loss, or loans
- and receivables. The Company only holds assets that are classified as loans and receivables. '

Loans and receivables ) _

Non-derivative financial assets with fixed or determinable repayments that are not quoted in an active market are classified
as loans and receivables, except those that are classified as available-for-sale or as held-for-frading, or designated as at fair
value through profit or loss. Loans and receivables are initially recognised at fair value plus directly related transaction costs
and are subsequently measured at amortised cost using the effective interest method less any impairment losses.

Loans and receivabiles principally comprise loans to related parties.

12



FINSURE PREMIUM FINANCE LIMITIED | ' | ' 01670887

Notes to the finthial statements (continved)

1. Accountlng policies (continued)

1.5 Impairment of flnoncu:ll assets
At each balance sheet date the Company assesses whether there is any objective evidence that a financial asset or group
-of financial assets classified as loans and receivables i is impaired. A financial asset or portfolio of financial assets is impaired
and an impairment loss incurred if there is objective evidence that an event or events since initial recognition of the asset
have adversely affected the amount or timing of future cash flows from the asset. )

Derecognition of financial assets :
~ A financial asset is derecognised when the rights to receive the cash flows from the asset have expired or when the”
Company has transferred its rights to receive the cash flows from the.asset and has transferred substantially all the risk and

reward of ownership of the asset.

1.6 Financial liabilities
Financialliabilities are initially recognised at fair value, net of fransaction costs incurred, and are subsequently measured at

amortised cost using the effective interest method.
A fincmcial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

1.7 Cash and cash equivalents
Cash and cash equivalents comprises cosh on hand and demand deposits with banks together with short-term highly liquid
investments that are readily.convertible to known amounts of cash, and subject to insignificant risk of change in value.

1.8 Accounting developments
In December 2011 the IASB amended IAS 32 ‘Financial Instruments Presentation’ for the section dealing with offsemng a

financial asset and a financial liability. Effective for annual periods beginriing on or after 1 January 2014, to be applied
retrospectively, this amendment is not expected to have any effect on the Company.

IFRS 9 'Financial Instruments’ is a new standard that is intended to replace IAS 39 ‘Financial instruments: Recognition and
Measurement’ in its entirety. The replacement project consists of three planned phases and will impact the measurement
and disclosures of financial instruments.

The first- phase will change the basis and trectment of the classification ond measurement of financial assets cnd financial
liabilities. :

The second phase is the impairment methodology and a revised exposure draft in March 2013 has. proposed a more
forward-thinking impairment model that reflects expected credit losses as opposed to the incurred loss model in 1AS 39.

The final phase will cover the hedge accounting for both general hedge accounting and macro hedge accounting.

There is cumently no mandatory effective date for IFRS 9.

13



'FINSURE PREMIUM FINANCE LIMITIED ' 01670887

.

Notes to the financial statements (continued)

2. Risk management
2.1 Risk management overview

The Direct Line Insurance Group plc Board (“Group Board") has responsibility for settirig and monitoring adherence to the
risk strategy, risk appetite and risk framework. The Board has established a risk management model that separates the
business’'s risk management responsibilities into 3 lines of defence” as set out below.

1+ line of defence - Risk ownership
2nd line of defence - Oversight, challenge and support of 1t line
34line of defence - Independent assurance

The annual report of DLIG contains a comprehensive review of the risk management framework for the whole group: Copies
can be obtained from Direct Line Group Secretariat, Churchill Court, Westmoreland Road, Bromley, BR1 1DP, the registrar of
Companies or through Direct Line Insurance Group's website at www.directlinegroup.com.

The key financial risks applicable to the Company are detailed below.
2.2 Financial risk

The Company is exposed to financial risk through its financial assets and financial liabilities. The main risks affecting the
Company are discussed in greater detail below.

2.2.1 Interest rate risk
Structural interest rate risk arises where assets and liabilities have different repricing maturities.

The financial assets and liabilities of the Company consist of amounts due from and to the group undertaking. _These
amounts due do not have any significant interest rate risk as they are due primarily on demand.

2.2.2 Liquidity risk
The Compo'ny has no material liquidity risk as it has access to Group funding.
2.2.3 Market risk

Market risk is the risk associated with the adverse |mpoct of the market risk factor’'s movement on the balance sheet due to
" changes in fair value or cash flows of its assets or liabilities.

The Company is mainly exposed to the following market risli factors:

« interest rate risk.



FINSURE PREMIUM FINANCE LIMITIED | 01670887 -

Notes to the financial statements (continued)

3. Interest income

2013, 2012
£'000 £'000
Interest income ffom fellow subsidiaries (note 11) . 14 15
4. Administration expenses ’
2013 2012
£'000 £'000
Administration expenses ' 950 48
Management ;:hcrges payable to fellow subsidiaries (note 11) ' : (34) (45)
916 3 .

Total -

Administration expenses in 2013 include £980,000 of recoveries in respect of customer balances previously written off b)} the
Company.

Management charges

Management charges relate to direct costs of the Company paid by DL Insurance Services Limited, a fellow subsidiary
company, and recharged on an annual basis.

Staff costs, number of employees and directors’ emoluments

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

Operating profit before tax is stated after charging: ' 2013 2012
: ' : £'000 £'000
Auditor’s remuneration — audit services ) 2 2

There were no non-audit services recharged during the year (2012: none).



FINSURE PREMIUM FINANCE LIMITIED : 01670887

Notes to the findncidl statements (continued)

5. Tax charge

2013 2012
£'000 £'000
Current toxdﬁon:

Charge for the year 218 7
Over provision in respect of prior year . (4) (97}
214 (90)

Deferred taxation (note é):
Under provision in respect of prior year . . - 99
- 99
214 9

Tax charge for the year

The actual income tax charge differs from the expected income tax charge computed by applying the standard rate of UK
corporation tax of 23.25% (2012: 24.5%) as follows:

2013 2012

£'000 £'000
Profit before tax . | - 930 18
Expected tax charge . ' - 216 T4
Non-deductible items _ . 2 3
Adjustments in respect of prior periods . . (4) . 2
Tox charge for the year _ . . 214 9
Effective income tax rate ) : - 23% . 50%

The UK Government enocted a reduction in UK corporohon tax rate from 24% to 23% effective from 1 April 2013 in Finance
Act 2012 which also enacted a further reduction to 21% effective from 1 April 2014 and 20% from 1 April 2015.

6. Deferred tax assets

The following are the major tax assets recognised by the Company, and the movement thereon.

Other timing differences

,£'000

At 1 January 2012 99

Charge fo income (note 5) (991

At 1 January 2013 and 31 December 2013

16



FINSURE PREMIUM FINANCE LIMITIED R 01670887

Notes to the financial statements (continuved)

7. Trade and other receivables

2013 2012
£'000 £'000
Loans to reldted parties (note 11) _ 2,970 1,945
8. Cash and cash equivalents
2005 2012
£'000 £'000
Cashatbankandinhand - ~ ’ 5 17
9. Trade and other payables
2013 2012
£000 £'000
Trade and other creditors - 10 16
Due to related parties (note 11) o ; - 17
Total ~ | \ 10 33
10. Share capital
2013 2012
£'000 £'000
Issued and fully paid: equity shares
1,000,000 Ordinary Shares of £1 each 1,000 1,000

11. Related parties

On 13 March 2013, The Royal Bank of Scotland Group plc (“RBSG") sold 16.8% of DLIG's shares and ceased to be the
controlling shareholder of Direct Line Group. On 20 September 2013, RBSG sold a further 20.0% of DLIG's ordinary shares,
which was a further step towards the complete disposal of Direct Line Group. At 31.December 2013 RBSG held 28.5% of the
issued ordinary share capital and the Group was treated as an associated undertaking in the RBSG results. On 27 February
2014 RBSG sold its remaining holding of DLIG shares. The sale marks the completion of RBS Group's EC-mandated disposal of
its interest in Direct Line Group. . ’

The UK Government through HM Treqsury is the ultimate controlling party of RBSG and was as a consequence a related
party of Direct Line Group. The UK Government's shareholding is mdnoged by UK Financial Investments.Limited, a company
wholly owned by the UK Government. This gives rise to related party transactions and balances, specifically in respect of tax
with HMRC and debt security investments with the UK Government.

At 31 December 2013 the ultimate holding company was DLIG, which is also the immediate pcreﬁt company and is
incorporated in the United Kingdom and registered in England and Wales.

As at 31 December 2013 DLIG heads the largest and smallest group in which the Company is consolidated. Copies of the
consolidated accounts of DLIG may be obtained from The Secretary, DUG, Churchill Court, Westmoreland Road, Bromley,
BR1 1DP. o ’ ’

17
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‘Notes to the financial statements (continued)

11. Related parties continued

The following transactions were carried out with related parties who-are all members of Direct Line Group:

"i. Investment return

_ 2013 2012
£'000 £'000
interest received (note 3)

Fellow subsidiaries 14 15
Total 4 14 15
ii. Purchases of products and services A :

: 2013 2012
£'000 £'000
Purchases of services (note 4)
34

Fellow subsidiaries

45

All_ employees were employed Direct Line Insurance Services Limited. Total employee costs, including directors'

remuneration, recharged to the Company by DLIS during the year were £nil (2012: £nil).

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

2013 2012
£'000 £'000

Bank deposits held with related parties (note 8):
Fellow subsidiaries 5 17
. Total 5 17
2013 2012
£'000 £'000

Payables fo related parties (note 9):

Fellow subsidiaries - 17
Total - 1z
Movements in payabiles to related parties were as follows:

2013 2012
£'000 £'000
At 1 January 17 ‘24
Transactions in the year 17 72
_ Settled in the year (3‘?) {79)
- 17

At 31 December

18



FINSURE PREMIUM FINANCE LIMITIED | : 01670887 -

Notes to the financial statements (continued)

11. Related parties continued

iv. Loans to related parties (note 7)

2013 2012

£'000 £'000

Fellow subsidiaries 2,970 1,945

Total 2,970 1,945
Movements in loan to related parties were as follows:

’ 2013 2012

£'000 £'000

At 1 January 1,945 1,944

Loans advanced during the year 1,119 65

Loan repayments received (108) {79)

Interest received {note 3) 14 15

At 31 December- 2,970 - 1,945




