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Mason Owen Financial Services Limited

Directors’ report
for the year ended 30 June 2011

The directors present their report and the financial statements for the year ended 30 June 2011
Principal activities and review of business

The principal activities of the company during the year remain those of insurance consultancy and insurance
broking

During the year, a total of 5% shareholding was transferred to the Managing Director of the Company, Andrew
Gibbons, which took effect from 1st July 2010

The company continues to develop within the intermediary sector, specialising in commercial property
msurance and related products The company also provides a valued complhimentary service to clients of
Mason Owen & Partners Ltd

The business i1s authonised and regulated by the Financial Services Authonty (FSA), and due to the ongoing
regulatory requirements placed upon the business both in terms of day to day operation and regular reports to
the FSA, there remains a responsibility of management to ensure that the business remains fully compliant,
yet still able to trade effectively and profitably The additional burdens of FSA comphance in areas such as
staff training and development, increases in fees payable to the FSA and professional advice represent
increased cost to the business that will continue to Iincrease 1n subsequent years

The heightened awareness to the regulation of the Financial Services Sector, has resulted in increased fees
payable to FSA and due to the amount of claims paid out from the Financial Services Compensation Scheme
as a result of the cross subsidy of the clams pool resulting from Bank failures and other related 1ssues, the
proportionate increase In fees and levies placed upon the firm have increased and will continue to do so In
future years

The company has maintained membership with the Bntish Insurance Brokers Association (BIBA), which
provides valuable support to the business in terms of the atulity to access new markets, to provide networking
opportunities and in depth technical information concerning matters such as regulatton The firm has again
been successful In maintaining its status as one of less than 80 insurance brokers in the United Kingdom who
are “Chartered Insurance Broker” as a firm, with the Chartered Insurance Institute

In assessing the performance of the business, key performance indicators (KPI's) such as income, cost
control and overall profitability are monitored closely to ensure a continued good performance of the business
During the year, the overall performance of the economy has continued to have a detnmental effect on
income earned from certain clients and therefore profitabiity Good performance in the main KPI's means that
the company has remained profitable in extremely testing times and has also exceeded a level of profit
anticipated at the commencement of this financial year

The development of the new iIncome stream of legal indemnity products has continued, producing some
excellent results Dunng the current financial year the team has written in excess of £600,000 new premium,
which 1s over £500,000 up on the previous year In view of the fact that the company's earnings are
commisston based, such an increase has a direct effect on the company’s overall income figures Staffing
levels have increased overall by one person due to the need to cover maternity leave in one area of the
business

There have been no exceptional items of infrastructure required due to past investment, though cost reduction
measures throughout the business will be continued due to external economic circumstances, including a
review of the lease arrangements for the North House office The negotiations of the lease concluded in the
lease being terminated on 24th February 2012 and the business relocated to Gladstone House, Union Court,
Liverpool, the offices of the Company’s Parent Company, Mason Owen & Partners Ltd An impairment charge
of £34,000 was recognised in the year in relation to fixture and fittings at the North House office

Iti1s envisaged that the insurance market in general will continue on its downward cycle in terms of rates that
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Mason Owen Financial Services Limited

Directors’ report
for the year ended 30 June 2011

has been evident during the current financial year The company remains positive regarding the future in spite
of current economic conditions

Results and dividends

The profit for the year, after taxation, amcunted to £179,000 (2010 - £95,000)
The directors declared and paid a dividend of £300,000 1in 2011 {2010 £500,000)
Directors

The directors who served during the year were

M B Qwen
A Gibbons

Principal nsks and uncertainties

Exposure to credit nsk

The nsk of non-payment by any of our customers is assessed by the directors The company aims te minimise
this risk by management of credit imits and monthly review of debtor days

Provision of information to auditors

Each of the persons who are directors at the time when this Directors’ report 1s approved has confirmed that

. so far as that director 1s aware, there 1s no relevant audit information of which the company's auditors
are unaware, and
J that director has taken all the steps that ought to have been taken as a director in order to be aware of

any information needed by the company's auditors in connection with preparing their report and to
establish that the company's auditors are aware of that information

Auditors

The auditors, Emst & Young LLP, will be propased for reappointment in accordance with section 485 of the
Companies Act 2006

This report was approved by the board on zci ,3 ), 7z and signed on its behalf

A Gibbons
Director

Date 30,3/'1_

Page 2




Mason Owen Financial Services Limited

Directors’ responsibilities statement
for the year ended 30 June 2011

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

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) Under company
law the directors must not approve the financial statements unless they are satisfied that they give a true and
fair view of the state of affairs of the company and of the profit or loss of the company for that period In
preparing these financial statements, the directors are required to

. select suitable accounting policies and then apply them consistently,
. make judgments and estimates that are reasonable and prudent,
. state whether applicable UK Accounting Standards have been followed, subject to any matenal

departures disclosed and explained in the financial statements,

. prepare the financial statements on the going concern basis unless 1t 1s inappropnate to presume that
the company will continue In business

The directors are responsible for keeping adequate accounting records that are suffictent to show and explain
the company's transactions and disclose with reasonable accuracy at any time the financial position of the
company and enable them to ensure that the financial statements comply wath 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 irregularities
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Mason Owen Financial Services Limited

Independent auditors’ report to the members of Mason Owen Financial Services Limited

We have audited the financial statements of Mason Owen Financial Services Limited for the year ended 30
June 2011, which comprise the Profit and loss account, the Balance sheet and the related notes 110 18 The
financial reporting framework that has been apptied in their preparation i1s applicable law and United Kingdom
Accounting Standards (United Kingdoem Generally Accepted Accounting Practice)

This repert 1s made solely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of
the Compames 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 thern 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 opintons we
have formed

Respective responsibilities of directors and auditors

As explained more fully in the Directors' responsibilities statement set out on page 3, 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 1s to audit and express an opimon on the financial statements In accordance with
applicable taw 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 iInvolves obtaining evidence about the amounts and disclosures In the financial statements sufficient
to give reascnable 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 appropniate to
the company's circumstances and have been consistently appled 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 Directors' report
to 1dentify matenal inconsistencies wath the audited financial statements If we become aware of any apparent
matenal misstatements or inconsistencies we consider the implications for our report

OCpinion on financial statements

In our opinion the financial statements

. give a true and fair view of the state of the company's affairs as at 30 June 2011 and of its profit for the
year then ended,

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and

. have been prepared in accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opimion the information given In the Directors' report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements
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Mason Owen Financial Services Limited

independent auditors’ report to the members of Mason Owen Financial Services Limited

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to

repart 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

P S W

Barry Flynn (Senior Statutory Auditor)
for and on behalf of

Ernst & Young LLP

Liverpool

30 March 2012
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Mason Owen Financial Services Limited

Profit and loss account
for the year ended 30 June 2011

Turnover
Adminmistrative and practising expenses

Operating profit

Exceptional items

Profit on ordinary activities before interest
Interest receivable and similar income

Profit on ordinary activities before taxation
Tax on profit on ordinary activities

Profit for the financial year

All amounts relate to continuing operations

2011 2010

Note £000 £000

1 1,786 1,728

(1,502) (1,616)

2 284 112
5 (34) -

250 112

13 15

263 127

6 (84) (32)

179 95

There were no recognised gains and losses for 2011 or 2010 other than those included in the Profit and loss

account

The notes on pages 8 to 15 form part of these financial statements




Mason Owen Financial Services Limited

Registered number 2217933

Balance sheet
as at 30 June 2011

Fixed assets
Tangble assets

Current assets
Debtors
Cash at bank and in hand

Creditors amounts falling due within one
year

Net current assets

Total assets less current habilities

Provisions for habilities
Deferred tax

Net assets

Capnal and reserves
Called up share capital
Profit and loss account

Shareholders’ funds

Note

10

11

12
13

14

£000

785
4,657

5,442

(4,280)

2011

£000 £000
4

2,518

4,009

8,527

(5.278)
1,162
1,166
1,166
1
1,165
1,166

2010
£000

42

1,249

1,291

(4)

1,287

1
1,286

1,287

The financial statements were approved and authorised for issue by the board and were signed on its

behalf by

Andrew Gibbons
Director

Date Zofsjlz

The notes on pages 8 to 15 form part of these financial statements
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Mason Owen Financial Services Limited

Notes to the financial statements
for the year ended 30 June 2011

1. Accounting policies

11

12

1.3

1.4

1.5

Basis of preparation of financial statements

The accounts are prepared under the historical cost convention and in accordance with applicable
United Kingdom accounting standards

Cash flow
The company's ulbmate parent undertaking and controling party, Mason Owen & Partners
(Holdings) Limited, prepares accounts which are publicly avallable and include a consolidated

cashflow statement The company meets the critena as defined in Financial Reporting Standard
No 1 (Revised) for exemption from preparing a cash flow statement

Turnover
Turnover, all of which occurs in the United Kingdom and relates to continuing activities, comprises
commissien relating ta insurance premiums finalised with insurers and confirmed by the client
within the accounting period, net of commussion shared with third parties Commuission on returns,
additional premiums and adjustments are brought into account when these occur
Tangible fixed assets and depreciation
Tangble fixed assets are stated at cost less depreciation Depreciation 1s provided at rates
calculated to write off the cost of fixed assets, less their estimated residual value, over their
expected useful lives on the following bases

Fixtures & fittings - over 5years

The carrying values of tangible fixed assets are reviewed for impairment in penods If events or
changes in circumstances (ndicate that the carrying value may not be recoverable

Operating leases

Rentals under operating leases are charged to the Profit and loss account on a straight line basis
over the lease term
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Mason Owen Financial Services Limited

Notes to the financial statements
for the year ended 30 June 2011

1. Accounting policies {continued)

1.6

17

18

Deferred taxation

Deferred tax 1s recognised In respect of all iming differences that have onginated but not reversed
at the balance sheet date where transactions or events have accurred at that date that will result in
an obligation to pay more, or a right to pay less or to receive more, tax, with the following
exceptions

. provision 1s made for tax on gamns aristng from the revaluation {and similar far value
adjustments) of fixed assets, and gains on disposal of fixed assets that have been rolled over into
replacement assets, only to the extent that, at the balance sheet date, there is a binding agreement
to dispose of the assets concerned However, no provision is made where, on the basis of all
avallable evidence at the balance sheet date, it 1s more likely than not that the taxable gain will be
rolled over into replacement assets and charged to tax only where the replacement assets are sold,

. deferred tax assets are recognised only to the extent that the directors consider that it 1s
more likely than not that there will be suitable taxable profits from which the future reversal of the
underlying timing differences can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply in
the penods in which timing differences reverse, based on tax rates and laws enacted or
substantively enacted at the balance sheet date

Pension costs

Pension contributions In respect of two defined contrnbution schemes operated by the parent
undertaking are charged in the accounting period 1n which they become payable

Insurance broking assets and liabilities

The company acts as an agent in broking the insurable risks of its clients and, generally, 15 not
hable as prncipal for premiums due to underwnters or for claims payable to chients
Notwithstanding the company’s legal relationship with clients and underwriters and since in practice
premium mornes are usually accounted for by insurance intermediaries, it has followed generally
accepted accounting practice by showing cash, debtors and creditors relating to insurance business
as assets and habihties of the company itself

FRS 5 requires that debit and credit balances arising from insurance broking transactions are
reported as separate assets or llabilities unless such balances are due to or from the same party
and the offset would survive the insolvency of that party, n which case they are aggregated into a
single net balance




Mason Owen Financial Services Limited

Notes to the financial statements
for the year ended 30 June 2011

Operating profit

The operating profit 1s stated after charging

2011 2010
£000 £000
Depreciation of tangible fixed assets
- owned by the company 4 11
Auditors’ remuneration 15 12
Operating lease rentals
- plant and machinery 25 32
- other operating leases 61 65
Staff costs
Staff costs, including directors' remuneration, were as follows
2011 2010
£000 £000
Wages and salanes a1 922
Social secunty costs 96 99
Other pension costs 114 119
1,021 1,140
The average monthly number of employees, including the directors, during the year was as follows
2011 2010
No. No
Professional and administrative 20 21
Directors’ remuneration
2011 2010
£000 £000
Emotuments 198 233

Retirement benehits are accruing to 1 director (2010 1) under money purchase pensich schemes

The highest paid director received remuneration of £140,000 (2010 - £160,000)

The value of the company's contributions to a money purchase pensicn scheme In respect of the

highest paid director amounted to £19,000 (2010 £19,000)
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Mason Owen Financial Services Limited

Notes to the financial statements
for the year ended 30 June 2011

5

Exceptional items

2011 2010
£000 £000
Impairment of tangible fixed assets 34 -
Taxation
2011 2010
£000 £000
Analysis of tax charge in the year
Current tax (see note below)
UK carporation tax charge on profit for the year 20 32
Deferred tax (see note 11)
Ongination and reversal of iming differences (6) -
Tax on profit on ordinary activities 84 32

Factors affecting tax charge for the year

The tax assessed for the year 1s tugher than {2010 - lower than) the standard rate of corporation tax in

the UK of 27 5% (2010 - 28%) The differences are explained below

2011 2010
£000 £000
Profit on ordinary activities before tax 263 127
Profit on ordinary activities multiplied by standard rate of
corporation tax in the UK of 27 5% (2010 - 28%) 72 36
Effects of
Expenses not deductible for tax purposes 12 7
Deprectation in excess of capital allowances for year 6 -
Effects of group relief - (11)
Current tax charge for the year (see note above) 80 32
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Mason Owen Financial Services Limited

Notes to the financial statements
for the year ended 30 June 2011

7 Tangible fixed assets

Cost
At 1 July 2010 and 30 June 2011

Depreciation

At 1 July 2010
Charge for the year
Impairment charge

At 30 June 2011

Net book value
At 30 June 2011

At 30 June 2010

8 Debtors

Insurance broking debtors

Amounts owed by group undertakings
Corporation tax recoverable

Deferred tax asset (see note 11)

9 Cash at bank

Insurance broking account
Other accounts

Fixtures &
fittings

£000

95

53

4

34

91

4

42
2011 2010
£000 £000
766 2,484
17 25
- 9

2 -
785 2,518
2011 2010
£000 £000
1,548 1,454
3,109 2,555
4,657 4,009
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Mason Owen Financial Services Limited

Notes to the financial statements
for the year ended 30 June 2011

10

11

12.

13

Creditors.
Amounts falling due within one year

Insurance broking creditors
Amount due to parent undertaking
Corporation tax

Accruals

Deferred taxation

At beginning of year
Other movement

At end of year

The deferred taxation balance 1s made up as follows

{Decelerated)accelerated capital allowances

Share capital

Allotted, called up and fully paid
1,000 Ordinary shares of £1 each

Reserves

At 1 July 2010
Profit for the year
Dividends paid

At 30 June 2011

2011 2010
£000 £000
1,739 2,849
151 225
89 -
2,301 2,204
4,280 5,278
2011 2010
£000 £000
(4) (4)
6 -
2 (4)
2011 2010
£000 £000
(2} 4
2011 2010
£000 £000
1 1
Profit and
loss account
£000
1,286
179
(300)
1,165
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Mason Owen Financial Services Limited

Notes to the financial statements
for the year ended 30 June 2011

14  Reconciliation of movement in shareholders’ funds
2011 2010
£000 £000
Opening shareholders' funds 1,287 1,692
Profit for the year 179 95
Dividends pad {300) (500)
Closing shareholders' funds 1,166 1,287
15. Contingent liabilities
The company has given cross guarantees in connection with bank borrowings of its immediate parent
undertaking and 1s a member of a VAT group with that company [n the opinion of the directors, no
habiitites will anse under these arrangements
16  Operating lease commitments
At 30 June 2011 the company had annual commitments under non-cancellable operating leases as
follows
Land and buildings Other
2011 2010 2011 2010
£000 £000 £000 £000
Expiry date:
Within 1 year 3 - - 25
Between 2 and 5 years - 47 28 53
17  Related party transactions

M B Owen, a director of the company, I1s also a director of and shareholder in Ethel Austin Investments
Limited and Ethel Austin Properties Holdings Limited The company provided insurance broking and
consultancy services on an arms length basis to these companies for which the earned commisston
was £396,000 (2010 £294,000) At the balance sheet date a debtor of £274,000 (2010 374,000) is
due which consisted of insurance premiums due and commussions payable The company also leased
premises from 1 November 2004 from a subsidiary of Ethel Austin Investments Limited The annual
rental charge 15 £61,000 (2010 £65,000)

During the year the company entered into transactions, in the ordinary course of business, with parent
company Mason Owen & Partners Limited Amounts recharged from Mason Owen & Partners Limited
totalled £1,180,000 (2010 £1,478,000), and the balance outstanding at 3¢ June 2011 was £151,000
(2010 £225,000) These transactions include recharged amounts relating to personnel and services
such as payroll

Mason Owen & Partners Limited owns a 95% shareholding of Mason Owen Financial Services Limited
The remaining 5% shareholding was transferred to Andrew Gibbons, a Director of Mason Owen
Financial Services Limited on 1 July 2010
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Mason Qwen Financial Services Limited

Notes to the financial statements
for the year ended 30 June 2011

18  Ultimate parent undertaking and controlling party

The ultimate parent undertaking 1s Mason Owen & Partners (Holdings) Limited

Copies of the group accounts may be obtained from the ulhimate parent undertaking at Gladstone

House, Union Court, Liverpool L2 4UQ




