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Ecclesiastical Underwriting Management Limited

Directors' Report

The directors present their annual report and audited financial statements for the year ended 31 December 2010

Principal activity
The prncipal achvity of the company 18 the provision of underwnting management and ancillary services

Business review
The results of the company for the year are shown on page 6 and the position at the year end Is shown on page 7

The directors consider the level of business and the year end financial position to be satisfactory The company's parent
undertaking, Ecclesiastical Insurance Group plc, manages its operations on a segmental basis For this reason, the
company's directors believe that key performance indicators for the company are not necessary or appropnate for an
understanding of the development, performance and position of the business Copies of the Ecclesiastical Insurance
Group pic financial statements, including relevant key performance indicators, are available from the registered office of
the company as shown on page 2

Principal nsks and uncertainties
The pnncipal risks and uncenainties, together with details of the financial nsk management objectives and policies of the
company are disclosed in note 3 to the financial statements

Ownership

The entire equity share capital of the company 1s owned by Ecclesiastical Insurance Group plc The ultmate parent
company Is Allchurches Trust Limited

Future prospects

The company provides underwnting management and ancillary services to Ecclesiastical Insurance Office plc in relation
to its London Market business In line with the Ecclesiastcal group strategy to reduce non-core operations,
Ecclesiastical Insurance Office plc ceased underwriting London Market business on 30 September 2010 The period of
Insurance coverage on exishng contracts will expire on 1 Aprl 2012 and operations will run off over the next few years
The company will continue to provide services to Ecclesiastical Insurance Office plc over the peniod of run off and the
directors therefore have no intention to cease trading at this tme The company's business 1s financed internally by
group loans and other appropriate methods The Ecclesiastical group has considerable financial resources and, as a
consequence, the directors believe the group 18 well placed to continue to support the company in the foreseeable
future Accordingly, they continue to adopt the going concern basis in preparnng the annual report and accounts

Dividend
The directors do not recommend the payment of a dividend for the year ended 31 December 2010 (2009 £nif)

Board of directors

The directors of the company at the date of this report are stated on page 2 (all of whom served throughout the financial
penod)

The company has qualfying third party indemnity provisions for the benefit of its directors which were n place
throughout the year and remain in force at the date of this report




Ecclesiastical Underwriting Management Limited

Directors’ Report

Directors’ Responsibthties Statement
The drectors are responsible for prepanng the Annual Report and the financial statements in accordance with
applicable law and regulations

Company law requires ihe 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 farr view of the state of affairs of the
company and of the profit or loss of the company for that period  In prepanng these financial statements, the directors
are required to

- select sutable accounting policies and then apply them consistently,
- make judgments and accounting estimates that are reasonable and prudent,

state whether apphcable UK Accounting Standards have been followed, and

- prepare the financial statements on the going concern basis unless it 1s inapproprate to presume that the
company will continue in business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them 1o ensure that the financial statements comply with 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 wreguiarnties -

Auditor and the disclosure of information to auditors

So far as each person who was a director at the date of approving thus reporl 1s aware, there 1s no relevant audit
information, being information needed by the auditor in connection with preparing its report, of which the auditor is
unaware Having made enguines of fellow directors and the company's auditor, each director has taken all the steps that
he ought to have taken as a director in order to make himself aware of any relevant audit information and to establish
that the auditor i1s aware of that information

This confirmation 1s given and should be interpreted in accordance with the provisions of Section 418 of the Companies
Act 2006

By order of the board

VL e 00

Mrs R J Hall
Secretary
18 March 2011



Ecclesiastical Underwriting Management Limited

Independent Auditor's Report

Independent auditor's report to the members of Ecclesiastical Underwniting Management Limited

We have audited the financial statements of Ecclesiastical Underwnting Management Limited for the year ended 31
December 2010 which compnse the profit and loss account, the balance sheet, and the related notes 1 to 12 The
financial reporting framework that has been applied in therr preparation 1s applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the company’s members, as a body, in 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 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 opimions 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 Qur responsibility 15 to audit and
express an opimion on the financial statements \n 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 matenal misstatement, whether caused by fraud or
error  This includes an assessment of whether the accounting policies are approprnate to the company’s circumstances
and have been consistently applied and adequately disclosed, the reascnableness of significant accounting estimates
made by the directors, and the overall presentation of the financial statements

Opmion on financial statements
In our opinion the financial statements
- give a true and fair view of the state of the company’s affarrs as at 31 December 2010 and of its loss for the
year then ended,
- have been properly prepared in accordance with United Kingdoem 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 opinion the information given In the Directors’ Report for the financial year for which the financia! 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 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 recewved

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 recewved all the information and explanations we require for our audit

Colin Rawlings {Senior Statutory Auditor)

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
London, United Kingdom

18 March 2011




Ecclesiastical Underwriting Management Limited

Profit and Loss Account

for the year ended 31 December 2010 Notes

Continuing operations
Turnover 2
Administrative expenses

Result on ordinary activitics before interest

Interest receivable
Profit on ordinary activities before taxation

Tax on profit on ordinary activities
Loss for the financial year

2010 2009

£ £
1,351,111 1,331,637
(1,351,111) (1,331,637)
4,180 8,393
4,180 8,393
(14,070) (13.924)
{9,890) (5,531)

The company had no recognised gans or losses dunng the current financial year and the preceding financial year other
than that included in the profit and loss account Accordingly no separate statement of total recognised gains and

losses has been presented




Ecclesiastical Underwriting Management Limited

Balance Sheet

at 31 December 2010 Notes 2010 2009
£ £
Current assets
Prepayments and accrued income 16,883 22,603
Cash at bank and in hand 3,421,298 2,947,984
3,438,181 2,970,587
Creditors amounts falling due within one year
Amounts due to group undertakings 2,623,728 2,225,311
Other creditors including taxation 8 14,070 4,200
Accruals and deferred income 170,992 101,795
2,808,790 2,331,306
Net current assets, being net assets 629,391 639,281
Capital and reserves
Called up share capital 9 500,000 500,000
Profit and toss account 2] 129,391 139,281
Shareholders’ funds 10 629,391 639,281

The financial statements of Ecclesiastical Underwnting Management Limited, registered number 2368571, on pages 6 to

11, were approved by the board of directors on 18 March 2011 and signed on their behalf by

\ Aot GlE

M H TRIPP Chairman



Ecclesiastical Underwriting Management Limited

Notes to the Financial Statements

1 Accounting policies

Basis of preparation

The financial statements are prepared under the historical cost convention and in accordance with apphcable United
Kingdom law and accounting standards

The company i1s a wholly owned subsidiary of Ecclesiastical Insurance Group plc, and has taken advantage of the
provisions of FRS 1, Cash Flow Statements (revised} Accordingly there 1s no cash flow statement in these financial
statements

Going concern

The company's business Is financed internally by group loans and other appropnate methods The Ecclesiastical group
has considerable financial resources and, as a consequence, the directors believe the group I1s well placed to continue
to support the company in the foreseeable future Accordingly, they continue to adopt the going concern basis in
prepanng the annual report and accounts

Foreign currency translation

Assets and habilities in overseas currencies are translated at the rate of exchange ruling at the balance sheet date
Revenue In overseas currencies 1s stated at the rate ruling on the balance sheet date or, where appropnate, at the
actual rate obtained on exchanging each currency remittance for sterling Resultant gains or losses are included in
balances owed to parent and fellow subsidiary undertakings

Pensions

Pension costs represent contnbutions to a group defined benefit scheme In accordance with FRS 17, Retrement
Benefits , these contnbutions are accounted for as defined contribution scheme contnbutions, as the employer cannot
identify the company's share of the underlying assets and habihties of the defined benefit scheme

Turnover
Turnover anses from the supply of services to other group companies and 1s recognised to the extent that there 15 a nght
to consideration and recorded at the value of the consideration due

Offset of assets and habilities

Assets and habilities are offset and the net amount reported in the balance sheet when there 15 a legally enforceable
nght to offset the recogmsed amounts and there 1s an intenhon to settle on a net basis or realise the asset and settle the
habilty simulitaneously

Taxation

Income tax compnses current and deferred tax Income tax I1s recogmised in the profit and loss account except to the
extent that it relates to 1items taken directly to the statement of tota! recognised gains and losses If apphcable, in which
case 1t 1s recogmised in that statement

Current tax (s the expected tax payable/{receivable) on the taxable profit/(loss) for the penod and any adjustment to the
tax payable in respect of previous penods

Deferred tax 1s provided in full on timing differences between the carrying amounts of assets and labtities for financial
reporting purposes and the amounts used for tax purposes Deferred tax 1s measured using tax rates expected to apply
when the related deferred tax asset 1s realised or the deferred tax hability 1s settled based on tax rates and laws which
have been enacted or substantively enacted at the balance sheet date

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

Deferred tax assets and labilites are not discounted

2 Turnover
Turnover represents the UK revenue receivable by the company for underwnting and administrative services

3 Financial risk and capital management

The company 15 exposed to financial nsk through its financial assets and financial iabiliies The most important
components of financial nsk are interest rate nsk, credit nsk and hquidity nsk The company does not have any hedging
arrangements In place

There has been no change from the prior period in the financial nsks that the company 1s exposed to, nor in the manner
in which it manages and measures these risks




Ecclesiastical Underwriting Management Limited

Notes to the Financial Statements

3 Financial risk and capital management {continued)
Interest rate nsk
The company Is exposed to cash flow interest rate risk in respect of its cash at bank and in hand

Credit nsk

The company's principal financial asset 15 cash at bank and in hand, for which the carrying amount represents the
company's maximum exposure to credit sk

Liquidity nisk

The company has robust processes In place to manage iguidity nsk and has adequate available funds to pay
obligations when due

4 Employee information
The average number of employees during the year, inciuding Mr K P Cannon, director, was 4 (2009 4) Staff costs
duning the year amounted to

2010 2009

£ £

Wages and salarnes 487,797 433,888
Social secunty costs 52,556 48,578
Pension costs 74,252 71,563
614,605 554,029

Penston liabilites are dealt with by payment to the Ecclesiastical Insurance Office ple Staff Retrement Benefit Fund in
accordance with group policy The group operates a defined benefit scheme the details of which are disclosed in the
accounts of Ecclesiastical Insurance Office ple, copies of which are available from the registered office of the company
as shown on page 2 At 31 December 2010 there was a surplus in the scheme of £22 6 milien (2009 £14 6 million} on
a FRS17/1A519 basis In accordance with the actuary's recommendation, the employer's contribution rate 1s 26% The
company cannot, however, identify its share of the underlying assets and habilites An updated valuation of the scheme
for FRS17/1AS19 purposes at 31 December 2010 using the projected unit method indicated that scheme assets
represented 111% of scheme obhgations

5 Directors’ emoluments

Mr K P Cannon received emoluments from the company amounting to £263,773 (2009 £275,016) including pension
contributions of £34,082 {2008 £32,888) He was a member of the group's defined benefit pension scheme dunng the
current and prior year

Messrs Tripp and Wood were employed by Ecclesiastical Insurance Office pic, a subsidiary of the company's immediate
parent company, and received emoluments from that company duning the current and prior year it 1s not practicable to
aliocate their remuneration between the group companies of which they were directors during the year Mr Tripp was a
member of the group's defined contribution pension scheme during the current and prior year Mr Wood was a member
of the group’s defined benefit pension scheme during the current and prior year

6 Auditor's remuneration 2010 2009
£ £

Fees payable to the company's auditor fi !
pay pany's auditor for the audit of the company's annual accounts 2,288 2,250




Ecclesiastical Underwriting Management Limited

Notes to the Financial Statements

:’t;rea::::;r; for taxation n the company’s profit and loss account 15 in respect of UK corperation tax for the year
2010 2009
£ £
Corporation tax charge 14,070 13,924
Total actual amount of current tax 14,070 13,924

Tax on the company's result before tax differs from the United Kingdom standard rate of corporation tax for the reasons
set out in the following reconcihation

2010 2008
£ £
Profit on ordinary actrities before tax 4,180 8,393
Tax calculated at the UK standard rate of 28% (2009 28%) 1,170 2,350
Factors affecting charge for the penoed
Capital allowances for the penod in excess of depreciation (406) {507)
Expenses not deductible for tax purposes 14,022 13,481
Tax paid at non-standard rate (716) (1,400)
Total actual amount of current tax 14,070 13,924

A deferred tax asset has not been recognised in respect of unclaimed capital allowances as there 15 insufficient
evidence that the asset will be recovered The amount of the asset not recognised i1s £1,565 (2009 £2,029) The asset
would be recovered If the losses are realised in an accounting pericd where the company makes suitable taxable profits

A change in the UK standard rate of corporation tax from 28% to 27% was substantively enacted on 20 July 2010 and
will be effective from 1 Apnl 2011 This is not expected to matenally impact the tax charge Further planned reductions
of 1% per annum over 3 years (such that the standard rate reaches 24% from Aprl 2014) were announced in the June
2010 Budget but have not yet been substantively enacted

8 Other creditors including taxation 2010 2009
£ £
Corporation tax 14,070 4,200
9 Share capital and reserves 2010 2009
E £

Share capital
Allotted, issued and fully paid

500,000 Ordinary shares of £1 each 500,000 500,000

Profit and loss account

Balance 1 January 139,281 169,942

Loss for the financial year (9,890) (5,531)
Group tax relief In excess of the standard rate - (25,130)
Balance 31 December 129,391 139,281

=10 -




Ecclesiastical Underwriting Management Limited

Notes to the Financial Statements

10 Reconciliation of movements in shareholders’ funds 2010 2009
£ £
Loss for the financial year (9,890) (5,531)
Group tax relief in excess of the standard rate - (25,130)
Opening shareholders' funds 639,281 669,942
Closing shareholders' funds 629,391 639,281

11 Ultimate parent company and controlling party

The company 18 a private imited company incorporated and domiciled in England, and 1s a wholly owned subsidiary of
Ecclesiastical Insurance Group plc Its ultimate parent company and controlling party 1s Alichurches Trust Limited The
parent companies of the smallest and largest groups for which financial statements are drawn up are Ecclesiasbical
Insurance Group ple and Alichurches Trust Limited respechvely Both compames are incorporated In and operate n
Great Britain Coples of the financial statements for both companies are avallable from the registered office of the
company as shown on page 2

12 Related party transactions
In accordance with the exemption under FRS 8, Related Party Disclosures, available to companses which are wholly
owned within a group, no disclosure I1s given of transactions with group companies

11 -



