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UKAIS Limited (formerly UKFIS Limited)

Report of the Directors

The Directors submit their report together with the audited financial statements for the year ended 31 December 2010

Change of company name
On 1 October 2010 the Company changed 1ts name from UKFIS Limned to UKAIS Linited

Prineipal activities and future developments
During the year the Company continued to act as an inswmance broking company providing persenal hines msurance n the UK It also
provided services to affinity parwners of 1t's parent Ageas (UK) Limited

Business review
Full details of the Company s results are contained 1 the accounts on pages 7 to 26 The Dhirectors intend to continue the
development of msurance marketing and brokimg services and the provision of premtum finance to ils customers

UKAIS Linited (formeily UKFIS Limited) 1s a mulu-channel personal lines intermediary focused on retmling predomimantly direct to
customers under its own brand and through relavonships wuth affiniies and brokers

The overall objecuive of the busingss 1s 1o grow the pohicies under management to leverage capacity and technology wnovations to
create sustamnable business with a distinct cost advantage so as to

s olfer scale efficiencies to affinity, corporate and broker clients, and
*  crcalte a ‘volume based virtuous cucle’ in wheeh the scate economies f1om policy growth are realised

In order to achieve planned growth the Company will remain focused on 1ts personai fines product range, increasing the width of the

products 1t 1s able to retail and source it line with the demands and needs of affimty clients 1n addition the Company will focus on

opporunuies to upsell and cross sell to s clients

The Company’s distribution strategy will focus on two channels

o Direct disthbution will be by the Company’s customer brands, AutoDniect and CoverDirect The AutoDirect brand will continue
10 locus on can insurance by intemet distribution and will ofter vther personal lines products on a c10ss-sell and upsell basis
Coverlirect will be used to create non-car insurance ielated pancls of insureis that wiil be leveraged by the Company to launch
direct Internet and aggregator propositions and

s Affinuy distribution will be a signmificant growth area for the Company This will encompass the Company providing a full end-to
end retai] solution, including panel management to affimties who require a panel of nsurers to support their affimity proposition

In addion the Company wall work with sister compames to offer a wider range of solutions to the affinity and broker matket

The Board considers that the key wdicators that will commumicate the financial performance and strength of the Company to its
members are

L Revenue income
¢ Piofit before taxation, and

*  Espenseratio




UKAIS Limited (formerly UKFIS Limited)

Report of the Directors (continued)

The Board also uses a number of other key indicators to assess the performance of individual parts of the business, including detatls
on the number of pohcies wntten and various performance ratos

Finanaal performance

Revenue 11 thousands of pourids

2008 2009 2010
Income from insuwance marketing and broking services 16,601 17,322 19 840
Percentage change from previons yvear 29% 4 3% i435%

Revenue growth 1s considered a key performance idictor in determiming the overall growth and financial performance of the
Company Whilst important as a measure ot performance, much care 1s taken to ensure that expenses incurred n the acquisitien and
admistration of customers policies are at a level at which 1t 1s forecast that the Company will achieve a satisfactory maigin

Pirofit before taxation ta thousands of pounds

2008 2009 2010
Profit before taxation 2,004 2,021 2013
Percentage chauge front previous year 11 3% 0 8% -0 4%

Profit befoie taxation 1s considered a key perfoimance measuie  The Company aims to deliver sustamnable growth m profits by well-
directed marketing expense control and provision of supertot service levels to ns polieyhoiders  Although the actions it takes n a
given period will not necessarily produce an unmediate impact, and also recognizing the potential effect of external factors on results,
nevertheless, over the medium term profit befoie taxaton 1s considered a key indicator of the Company s success

Expense ratio n percentages

2008 2009 2010
Expense ratio &3 4% 86 5% 88 3%
The expense 1atio 1s considered a measure of the Company’s overall efficiency It 1s calculated as tota] expenses (vost of sales and

admmisirative expenses) expressed as a percentage of earned revenue As with profit betore taxation, the expense ratio will not
necessanly immediately reflect management achions and may also be influenced by external factors




UKALIS Limited (formerly UKFIS Limited)

Report of the Directors (continued)

Position af 31 December 2010
Sharcholders’ equity

The Company paid a dvvidend of £1 38m i 2010 (2009 £1 48m) Dunng the year the sharcholders' equity reduced by £0 03m 1o
£1 92m (2009 reduced by £0 03m to £1 95m)

Asscts

Total assets increased by £5 56m during the year (2009 increased by £1 9m) This increase was caused by mvestiments n leaschold
buildings and computer equipment, and growth in amounts due from policyholdeis cash and cash equivalents also increased

Liabihues

Total habshiues mereased by £5 59m m 2010 (2009 increased by £1 9m)  Reasons for this are the inciease of a loan due to the
Company's holding company that was used to finance the Company’s in-house 1nstalment scheme, amounts due to insurers and higher
tax labihties

Cash flow
Cash available to the Company increased by £1 83m (2009 £1 Om outflow) due predommantly to an increase 1n payables
Risks and uncertanties

The Company’s principal risks and uncertamties and the way in which these rishs are managed are detailed 1n note 2 to the financial
statements There have not been any significant changes to the rishs to which the Company 1s exposed or in the procedures used to
manage these nsks in the year

Results and dividends
The 1esult of the year s operation 1s a profit after taxation of £1,350,000 (2009 profit £1 447,000) A dividend of £1,375 000 was
pard 0 2010 (2009 £1 480,000)

Directors

The Members of the Board are shown on page 2 Anthony Lewis and Andrew Watson weie appointed as directors on 23 March 2010,
Nichelas Lemans was appointed as director on 16 February 2011, and Robert Bright was appointed as an executive duector on 17
March 2011  Geoftrey Carter resigned on 30 Apnil 2010 and Anthony Lewss resigned on | Apnii 2011 All other directors served
throughout the yea1 and to the date of this repon

Drectors' shareholdings
None of the directors or their families had any disclosable interest in erther the shares of the Company or any other group company
or of the ultimate holding company at 31 December 2010

Auditors and the provision of information to the auditor

The directors who hetd office at the date of approval of this directors’ report confirm that, so far as they are each awaie, there 1s no
relevant audit information of which the Company’s auditors are unaware and each director has taken all the steps that they ought to
have taken as a director 10 make themselves aware of any relevant audit intormation and to establish that the Company's auditors me
awaie of that information

Creditor payment policy

The Company agrees terms and conditions under which business transactions with suppliers aie conducted it 1s the Company s
policy that payments to suppliers are made 1n accordance with these terms, provided that the supplier 15 also complying with all
relevant terms and conditions




UKAIS Limited (formerly UKFIS Limited)

Report of the Directors (continued)

Employees

The average number of peisons employed in the Umted Kimgdom by the Company during the year was 396 (2009 334) The full time
equivalent number of employees adjusted for part time staff was 379 (2009 318) Therr annual aggregate remuneration was
£7 427,944 (2009 £6 287,000) An analysis 15 shown on page 25

Employee involvement

Siaff ae kept up to date about a wide range of Company developments through a programme of engagement activities delivered
through 4 varnety of channels This includes formal Director buefings for all statf and management en the Company's performance
and strategy, as well as 1egular bulletins and employee newsletters In addition nformal discussions take place with sentor
management The views of staff are represented by an elected Staff Council, which holds 1egular meetimgs with management and also
links to the parent company through the Ewtopean Works Council

Disabihty and equality

Followimg the Fquality Act 2010 coming mto force on | October 2010 we have taken a number of actions n respense The Act
consohdates the range of discnmination legislation that has been in place and as a result, the Company's policy and procedures have
been 1eviewed In addinion bricfings for staff and management have been carried out to update them on the new requirements and an
e-learming module has been completed by all staff which aims to further embed our approach to a diverse workmg envitonment

Charitable and Pohtical donations
Charitable donauons n the year were £1,200 (2009 £1,872) The Company did not make any political donations

By order of the Board

Rosemary A Smith
Secretary

1 July 2011




UKALIS Limited (formerly UKFIS Limited)

Statement of comprehensive income

For the year ended 31 December 2010

In thensands af potnds Notes 2010 2009

Revenue 3 19,840 17,322
Cost of sales 4 (2,816) (2,630)
Grass profit 17 024 14,692
Administrative expenses 4 (14,618) (12,359)
Loss on disposal 4 (82) -
Operating profit 2324 2,333
Interest mcome 5 57 54
Finance costs 6 (368) (366)
Profit before tax 2,013 2021
Income tax 7 (663) (574)

Other comprehensive income - -

Total comprehensive income Tor the year 13 1,350 1 447

The statement of comprehensive mcome has been prepared on the basis that all operations are contnuimg operations Theie 15 no
matenal difference between the resulis disclesed 1n the statement ot comprehensive income and the 1esulls given on a histerical cost
basis

The accounting policies on pages 11 to 14 and the notes on pages 15 to 26 form an integral part of these financial statements




UKAIS Limited (formerly UKFIS Limited)

Statement of changes in equity

For the year ended 31 December 2010

In thowsands of puunds
Balance as at 01 January 2009
Net profit for the year

Total recogmsed income for the vear

Dividend paid during the year
Balance as at 31 December 2009

Net profit for the yea

Total recogmsed income for the year

{ividend paid dunng the year
Balance as at 31 December 2010

The accounnhing policies on pages 11 to 14 and the notes on pages 15 to 26 form an ntegral part of these financial statements

Retamed
Share caputal earnings Total
30 1,932 1982
- 1 447 1,447
50 3379 3,429
- (1,480) (1,480)
50 1,899 1 949
- 1,350 1,350
50 3,249 3299
- (1375) (1,375)
50 1,874 1,624




UKALIS Limited (formerly UKFIS Limited)

Statement of financial position

As at 31 December 2010

I themands of ponnds

Assets

Property plant and equipment
Intangible assets

Deferred tax assets

Non financial assets

Financial assets

- Trade and othe1 receivables

- Cash and cash equivatents
Total assets

Shareholders’ equity
Share capital
Retained eamnings

Total sharcholders’ equity

Laabilities

Financial habihities

- Loans and borrowings

- Trade and other payables
Non financial habihties
Other provisions

Tax liabihines

Total habihities

Total equity and hiabilities

The accounting policies on pages 11 to 14 and the notes on pages 15 to 26 form an ntegral part of these financial statements

Notes

2010 2009
2182 720
249 238
408 175
305 313
24728 22,691
2,404 576
30,276 24,713
50 50
1,874 1 899
1,924 1949
16,290 14,347
6,678 5,438
4,675 2525
129 167
580 287
28,352 22 764
30,276 24713

The Company's financial statements were appioved by the Board of Directors and signed on 11s behalfon 1 July 2011

ﬂ_’__,__x—'

Jas Banwell
Managing Director

Registered Number 02613429

Ry
Julian R M Haivey
Director




UKAIS Limited (formerly UKFIS Limited)

Statement of cash flows

For the year ended 31 December 2010
In thenesand's of pounds

Cash flows from operating activitics

Profit before tax

Adun ments for

Interest income received

Finance costs paid

{Deciease)/inciease in provision for doubtful debts
Depreciation of property, plant and equipment
Loss on dtsposal of equipment

Amaortsation of intangible assets

Increase in trade and other 1eceivables
Increase w other payables and deferred income
[nterest income received

Finance costs pad

Income taxes paid

Net cash flows generated during operating activiies

Cash flows from investing activities
Net acquisition of property plant and equipment
Acquistion of intangible assets

Net cash used it investing activities

Cash flows from financing activifies
Movement i loan from intermediate holding company including dividend paid

Net cash from financing activities

Net inerease in cash and cash equivalents
Cash and cash equivalents at | January

Cash and cash equivalents at 31 December

The accountimg policies on pages 11 to 14 and the notes on pages 15 to 26 form an integral part of these financial statements

2010 2009

2013 2,021
(57 (54)
368 366
(38) 2
441 257
82 -
175 165
2984 2,757
(2 029) (2.644)
3,390 1243
57 54
(368) (366)
(603) (532)
3,43 512
(1,985) (519)
(186) (152)
(2171) (671)
568 (885)
568 (885)
1,828 (1 044)
576 1,620
2,404 576




UKALIS Limited (formerly UKFIS Limited)

Significant accounting policies

UKAIS Limited (formerly UKFIS Limmted) (the Company) s a private company, hnited by shares donuciled and incorporated m
England and Wales

The financial statements were authonsed for 1ssue by the directors on 27 April 2011

(a)

(b)

()

Statement of comphance

The financial statements have been prepared in accordance with International Financial Reporting Standards (1FRS's)

The Company presents its statement of financtal postion n order of hquidity i accordance with 1AS 1, Presentation of Financial
Statements For each asset and habiJity line item in the statement of financial position that combines amounts expected (o be
1ccovered or settled within twelve months, or more than twelve months after the statement of financial position date, a
classification at the statement of financial position date 1s mcluded within the notes The disclosure in the notes for these
classifications are distingwished as follows

+  Amounts expected 10 be recovered 1n less than one year are refeired to as current

*  Amounts expected to be recovered 1n more than one year arc referred to as non-cunent

Basis of preparation

The financial statements are presented 1n Thousands of Pounds Sterling They are prepared on the historical cost basts

The preparation of financial statements n conformuy with IFRS requires management to make judgements, estimates and
assumptions that affect the apphcauon of polictes and reported amounts of assets and habilines income and expenses The
estunates and associated assumptions are based on historical expenence and vanious other factors that are believed to be
reasonable under the crrcumsiances, the resulis of which form the basis of making the judgements about carrying values of assets

and habihnes that are not reachly apparent trom other sowices  Actual results may differ from these estmates

The estimates and underlying assumptions are 1eviewed on an ongomg basis Revisions to accounung estimates are 1ecogntsed in
the year in which the esumate 1s revised 1f the revision affects only that year

Judgements made by management in the apphication of IFRS that have a sigmificant eftect on the financial statements, and
cstimates with a significant nsk of matenial adjustment in the next year, are discussed 1n note |

The accounting policies set out below have been applied consistently to all periods presented 1n these financial statements

The Company has prepared the financtal statements on a going concern basis

Recogmtion and measurement of revenue

Piemium instalment income from instalment income contracts provided to cusiomers who purchase insurance pohcies from the
Company 1s recogmsed using the effective nterest rate method This calculates the amortised cost of the loan and allocates the

mterest income over the relevant peniod

Interest income comprises income from bank deposits




UKAIS Limited (formerly UKFIS Limited)

Significant accounting policies (continued)

(d)

(e)

(e

th

Resenue

Revenue 1epresents income receivable from the provision of insurance broking services and associated premium financing in the
accounttng pertod

Expenses

(1) Operating lease pavments

Payments made under operating leases are 1ecognised m the statement of compiehensive income on a straight-line basis over the
term of the lease

(n) Finance costs

Fmance costs compnse interest payable on borrowings

Employee benefits

Defined contributton plan

The Company operates a defined contnibution pension scheme  The assets of the scheme are held separately from those of the
Company m an independently admimistered lund Norwich Umion Group Personal Pension Scheme Obhgations for contnibuuons
1o defined contribution pension plans are recognised as an expense i the statement of comprehensive income as incurred

Income tax

Income tax i the statement of comprehensive income for the year compnises current and deferred tax  Income tax 15 recogmised
in the statement of comprehensive income except to the extent that it relates to items recogntsed directly m equity, 1in which case

the related income tax s also 1ecogmsed in equity

Cunent tax 1s the expected 1ax payable on the taxable profit for the year, using tax rates enacted or substantially enacted at the
accounting date and any adjustment to tax payable i respect of previous ycars

Deferred tax 1s provided in tull using the statement of financial position method providing for temporary differences between
the carrying amounts of assets and liabihties for financial reporting purposes and the amoums used for taxation purpeses The
amount of deferred tax provided 1s based on the expected manner of realisation or settlement of the carrying amount of assets and
habiliues, using tax rates enacted or substannvely enacted at the accounting date

A deferred tax asset 1s recognised only to the exient that 1t 1s probable that future taxable profits will be available against which
the asset can be utithsed Deferred tax assets are reduced 1o the extent that 1t is no longet probable that the related tax benefit wilt
be realised

Defened tax assets and liabilities ae not discounted

Segment reporting

In accordance with IFRS 8 Operating segments, the Company 15 not required to present segmental information




UKALIS Limited (formerly UKFIS Limited)

Significant accounting policies (continued)

m

)

)

m

Praoperty, plant and equipment

() Owned assets

Items of property plant and cquipment are stated at cost {or deemed cost) less accumulated depreciation (sce below) and
impairment losses (see accounting policy ¢) Whete parts of an uem of property, plant and equipment have different usetul hves,
they are accounted tor as separate items of property, plant and equipment

(1) Depreciation
Depreciation 15 charged te the income statement on a straight-lme basis over the estumated useful hives of each part of" an 1tem of

property, plant and equipment

The estimated usctul hves are as tollows

Leasehold buldings improvements 5 years
Furniture, fitungs and equipment 5 years
Computer equipiment 3 -5 years

Intangible assets

(1) Owned assets

[ntangible asseis which consist of computer seftware, aie stated at cost (or deemed cost) less accumulated amortisation (see
below) and impairment losses (see accounting policy o)  Where mtangible assets have different useful hves they are accounted
for as separate 1tems

(1) Amortisation
Amortisation 1s charged o the income statement on a straight-lne basis over the estimated useful lives of each intangible asset
Estimated useful hves are 2 - 4 years

Financial assets

Finanaial assets with fixed or determinable payments that are not quoted m an active market are classified as loans and
recetvables The Company classifies cash and short term deposits, trade and other receivables, including amounts due trom
related compamies, as loans and recervables Management has determined that thewr cairyimg amounts reasonably appreximate
then fair values as they are mostly short tenm in nature or are repriced frequently

Loans and 1eceivables are recogntsed mtially at fair value plus any duectly attribulable transaction costs  Subsequent to umtial
recogition loans and recetvables are measured at amortised cost using the effecuive interest method, less any impairment losses
Loans and receivables are derecogmsed 1f the Company's contractual 11ghts to the cash flows from the financial assets expire or1f
the Company transfers the financial asset to another party without retanung control or substantially all nsks and rewards of the
asset

Cash and cash equivalents
Cash and cash cquivalents compnise cash balances and short term deposits Bank overdrafts that are 1epayable on demand and

form an mtegral part of the Company's cash management are included as a component of cash and cash equivalents for the
purpose only of the statement of cash flows

(m) Financial habihtics

Fiancial habiliwes comprise a toan from the Company's parent in the UK Ageas (UK} Limited (formerly Foruis (UK) Limited)
The loan 1s repayable on demand and interest 1s calculated by reference to bank base rate and a margin

%2




UKAIS Limited (formerly UKFIS Limited)

Significant accounting policies (continued)

(n)

(0)

()]

(q)

Trade and other payables

Trade and other payables compnise premiums and tax due to insurers and trade creditors 1 respect of goods and services
Impairment

The carrying amounts of the Company’s assets are reviewed at each accounting date 1o determine whether there 1s any mdicanon
of imparrment If any such mndication exists the canying value 1s reduced to the estimated recoverable amount by mcans of a

charge to the statement of compiehensive income

For assets that have an indefimite uscful lite and intangible assets that are not yet available for use, the recoverable amount 15
esttmated at each accounting date

An mmpairment loss 1s recogrused whenever the carrying amount of an asset or its cash-gencrating unit exceeds s recoverable
amount Impanument losses are recogmsed 1n the statement of comprehensive income

Anampairment loss 1s reversed 1f there has been o change n the estimates used to determme the recoverable amount

Anampairment loss 1s reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would
have been determined net of depreciation o1 amorusation, 1f no impawrment loss had been recognised

Provisions

A povision 1s tecognised in the statement ot financial posinon when the Company has a present legal or constructive oblhigation
as a 1esult of a past event and 11 1s probable that an outflow of economic benefits will be required to settle the obligation [f the
effect 1s matenal provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current
market assessments of the ume value of money and, where appropiiate the risks specific to the liabihty

Dividends

Dividends payable on ordinary shares are recogmsed when they are paid




UKAIS Limited (formerly UKFIS Limited)

Notes to the financial statements

Accounting estimates and Judgements

The most crittcal judgements and estimates made by the Company are those 1elating to depreciable asscts and recoverability of
amounts due from policyholders The Company provides for depieciation of property plant and equipment on a straight line
basis over their estimated uselul hives  The pohicy 15 1eviewed regularly (o ensure that the policy 15 appiopriate for each class of
asset  For further details on property plant and equipment and itangtble assets see Notes 8 and 9 The company provides for
bad debts based on its expencnce of default Changes i this expenence are 1eviewed regularly and reflected i the bad debt
provision

Risk management
Objectives and policies for mutigating business risk

The Company’s pnmary busimess 15 the proviston of msurance marketing, broking services and premium finance  As such 1t s
exposed to a number of risks ansing from 1ts dealings with customers and suppheis as well as from 1ts own internal operations
The Company has various procedures m place to manage these exposuies  These mclude an overall Risk Management
Fiamework a staternent on the Company s Risk Appetite, and a set of clearly defined risk pelicies The Cempany also maintains
a compiehensive nisk register which identifies the individual nisks faced m cach area of the business and the controls m place to
mitigate these  The Company has a Rish Comnuttee which meets regularly to review both the risk policies and the nisk register,
to ensure they are up-to-date, 1eflecting the risks currently tacing the business, and that corresponding control 1ssues and nsk
mitigation achons are being addressed m a umely manner  The findings of the Risk Commuttee aie reported to the Company’s
Boaid

Looking at the main areas of nsk faced by the Company, they fall into two main categonies - Qperational Risks and Financial
Risks

(1) Operational Risks

Operational rish arises from inadequate or taled intemal processes people and systems, or from external events It 1s diverse in
nawre and permeates all business activities but remans a distinet form of sk Operational risk includes for example, information
technology. people, stategy, business contmunty  regulatory, legal and financial ciime

The wdenufication assessment and evaluation, management momitonng and reporung of nisks rest with business managers of the
different areas Risks aie identified, assessed and scored, the risk commutice on a regular basis reviews the 1isks and for those
falling outside the Company’s nsk appetite moniors the remedial action to ensure comphiance with the Company’s nisk appetite




UKAIS Limited (formerly UKFIS Limited)

Notes to the financial statements (continued)

2 Rish management (continued)
(n) Financial rnisks
Credit Risks
The Company 15 exposed to credit msh ansing from the other financial assets of the Company, which comprise cash and cash
equivalents and, other receivables (including related party balances) the Company’s exposure to credit rish anses from default of

the counterparty, with 2 maximum exposui¢ equal to the carrying amount of these instruments

Financial assets - Ageing analvsis
The table below shows the matunty profile of trade and other recervables as a1 31 December 2010 and 2009

2010 2010 2006 2009
Note £000's %o £000's %
Within terms 11 24,199 979 22,026 97 1
Penod overdue
0 - 1 month i 513 20 615 27
2 months 11 14 ol 40 02
3 - 6 months 11 2 - 10 -
529 21 665 29
Total il 24,728 100 0 22 691 100 0

Liquidity rish

The Company 15 exposed to hiquidity risks ansmg from daily calls on 1ts cash 1esoutces, there 15 therefore a nsh that cash wall not
be available to settle habihites when due  The Company manages this nsk by monitoning s cash balances and habihities and
mamtaining a credit facihity with its paent company Ageas (UK) Limuted (formerly Fortis (UK) Limited)

The following table shows the gioss financial liabiliues as at 31 December 2010 and 2009 analysed by maturity  Total financial
Liability 1s spht by maturity in proportion to the contractual cash flows cxpected to anse during these periods

Financial habilities - Matunty profile

2010 2010 2009 2009
Note £000's % £000's Ya
0-1 month 14, 15 22,968 100 0 19,785 1000
Total 14, 15 22968 100 0 19,785 1000




UKAIS Limited (formerly UKFIS Limited)

Notes to the financial statements (continued)

2 Risk management (continued)
Objectives and pohetes for imubgating business risk (continued)
(1) Capital management
Aimns of capital management policy
The Company has established standards for the efficient management of capital, to meet the needs of the business and return on
capital requirements of sharcholders This includes the capital required to support the nsk appetite idenified in the Company's
Risk Policies together with a margin for safety, m full comphance with the requirements of the FSA
Defintions of capital management (and supporting terms)
Capaal Management ts the collection of processes and actuvities undertaken 1o enswe that sufficient capital 15 mamntained 1o
ensute the orgamsation’s ability to meet its habihues and ultimately ensure its suivival particularly in case of losses ansing from
advurse events
Capital Management includes the assessment of capital required to support the Company's plans and objectives the stiuctuie of
1ts shareholders’ funds, arrangements te secute capital and the ongoing monitoring of capital against business requirements as
well as the assessments required by the FSA

Approach to capital management

The Company develops a Strategic Plan with a five-year outlook wiuch 1s reviewed and revised each year and then formally
appioved in the fourth quarter of cach yem by the Company s board

A key factor in the formulatien of the Strategic Plan 1s the assessment of the capital required to support the business objecuves
{1e growth and profit targets) and the appropriateness of the supporting capital stiucture

Overall capital requirements and structure are assessed taking account of the following

e Capital required to support the planned growth in the business,
e Theequued rate of return on capital employed,

s The required dividend, and

= FSA capual requirements




UKALIS Limited (formerly UKFIS Limited)

Notes to the financial statements (continued)
2 Rusk management (centinued)
Ohjectives and pohicies for mitigating business rish (continued)

Sensitivity to hey business drivers

Average
In thawsands of pounds Interest raies Expenses premmum
mcrease 1% ncrease 10% decrease 10%
Impacted - 2010
Profit belore 1ax 1 89] 316 344
Net assets 2102 969 989
Impacted - 2009
Profit before tax 1.908 505 643
Net assets 2115 1105 1,204

The impact of the changes in key business dnivers 1 cach assumed to be a discrete change All other factors will be unchanged
Some of these changes cannot be guaranteed to have a linear effect and as a whole range of other factors will tmpact the results
they cannot be guairanteed to predict the 1esult detaled 1n addition the nsk management that the Company operates will ensure
that corrective action 15 implemented to mitigate or 1everse the changes

Interest rates increase by 1%

The company will be exposed 10 the inpact of interest rate changes on s financial assets and hathhues  There would be an
mnerease i income on short-term cash balances plus anincrease n cost on the imter-company loan

Expenses increase by 10%

1f all expense areas ncreased by 10% n addition to the reduction 1n profit there would also be a reduction i cash availability at
year end

Average premum decrease by 10%

Reducuion on the average premum of 10% would have a proportional impact on commission income earned from policy sales,
this i turn would lead to a reduction in profit




UKALIS Limited (formerly UKFIS Limited)

Notes to the financial statements (continued)

3

Revenue

All revenue and profit before income 1axes 15 denved from the povision of insurance broking services and associated premum

financing operations which 1s undertaken within the United Kingdom

Cost of sales and administratine eaxpenses
11 thousands of ponads

Advertising

Depreciation and amortisation

Loss on disposal of equipment

- Leaschold butldings

- Furmture fixtures and equipment

- Computer equipment and software

Hire of plant and machinery

Hire ol other asscts

Personnel expenses

- Wages and salares

- Compulsory social securily contribulions
- Contnbutions to defined contribution plans
Goods and services

Software costs

Other costs

Total cost of sales and administrative expenses

In thawsands of pornds
Cost of sales and admimstratsve expenses are analysed as

Cost of sales
Admuinmistranive expenses

Goods and services includes auditors' temuneration of £40.800 (2009

2010 2009
2,816 2630
82 -
248 48
4 21
364 353
54 40
31 40
7428 6,287
621 538
297 306
1,850 1,681
1,374 1113
2347 1,932
17 516 14,989
2010 2009
2,816 2630
14 700 12,359
17,516 14,089

£37 998) tor audit lees




UKAIS Limited (formerly UKFIS Limited)

Notes to the financial statements (continued)

5 Interest income
I thowsands of pound 2010 2009

Bank and other interest receivable 57 54

6  Fimance costs
In thowsands of pounds 2010 2009

Payable 10 group undenakings (368) (366)

7 Income tax

Recognised in the income statement

In thownsards of poinds 2010 2009

Current tax expense

Coiporation tax for the year at 28% (2009 28%) (761) (593)
Adjustments for prior years (133) -
(896) (593)

Deferred tax credit
Deferted tax mcome for the year at a rate of 27 25% (2009 28%) 110 16
Changc 1n rate impact on b/f DT asset 9 -
Adyustinents for prior yedis 14 3
233 19
Total iIncome tax expense {663) (374)

Reconciliation of cffective tax rate

The tax assessed on the year 15 higher (2009 lower) than the standaid rate of Corporation tax n the United Kingdom ot 28%
(2009 28%) The differences aie ¢xplained below

I thewsands of ponds 2010 2009

Profit before tax 2013 2,021

Income tax using the domestic corporation tax rate (28%) (564) (566)

Non deductible expenses and provisions (87} (n

Change in rate impact on b/f DT asset 9

Adjustments i 1espect of prior penod 21) 3
(663) (574)
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UKAIS Limited (formerly UKFIS Limited)

Notes to the financial statements (continued)

8 Property, plant and equipment

Inrhousands of pounds
Furniture, fistures

Leaschold bustdings and equipment Computetr equipment Total
Cost
Balance at | January 2009 130 797 1,548 2,475
Acquisitions 389 66 64 519
Balance at 31 December 2009 519 863 1,612 2,994
Acquisitions 1249 7 728 1,984
Disposals 93) (98) - (191)
Balance at 31 December 2010 1.675 772 2,340 4,787
Depreciation and impairment losses
Balance at 1 January 2009 91 778 1,148 2,017
Depreuatton charge for the year 48 21 188 257
Balance at 31 December 20069 139 799 1,336 2274
Depreciation charge for the yea 248 4 189 441
Disposals (73) (37) - (110)
Balance at 31 December 2010 314 766 1525 2,605
Carrying amounts
At 1 January 2009 39 19 400 458
At 31 December 2009 and 1 January 2010 380 64 276 720
At 31 December 2010 1,361 6 815 2,182
9 Intangible assets
In thousands of pends Computer
softwaie
Cost
Balance at 1 January 2009 1,242
Acquisitions 152
Balance at 31 December 2009 1 394
Acquisitions 186
Balance at 31 December 2010 1,580

Depreaiation and impairment losses

Balance at 1 January 2009 991
Amortisation charge for the year 165
Balance at 31 December 2009 1.156
Amortisation charge for the year 175
Balance at 31 December 2010 1,331

Carrying amounts

At 1 January 2009 251
At 31 December 2009 and 1 January 2010 238
At 31 December 2010 249
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UKAIS Limited (formerly UKFIS Limited)

Notes to the financial statements (continued)

10 Deferred tax asset

In thousands of pounds 2010 2009

4) Mevementin year

At | January 175 156
Credit for the year {See Note 7) 233 19
At 3| December 408 175

b) Represented by

Depreciation in excess of capital atlowances 405 133
Provisions for doubtful debis 3 42
408 175
11 Trade and other recervables
In thorsaneds of poands 2010 2009
Financial assets
Due from policyholders 23914 22,209
Tiade recervables 814 482
24 728 22,691
Nen financial assets
Ohher recetvables and prepayments 305 313
305 313
Total trade and other receivables 25,033 23004
12 Cash and cash equivalents
I thonsands of pounds 2010 2009
Bank and cash balances 2,404 576
Cash and cash equivalents in the statement of cash flows 2,404 576

The effective interest rate at 31 December 2010 on short term bank deposits was 1 65% (2009 15%) with an average matunty
of one day
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Notes to the financial statements (continued)

13

14

Capital and reserves

Reconcihation of movement 1n capital and reserves
Attributable to equity holders

In theesands of pounds Share Retained Total
capital earmings
Balance at 1 January 2010 50 1,899 1,949
Profit for the year - 1.350 1,350
Dividends to shaieholders - (1 375) {1,37%)
Balance at 31 December 2010 50 1874 1,924
In thousands of pounds Share Retained Total
capital earnings
Balance at 1 January 2009 50 1,932 1,982
Profit for the year - 1,447 1447
Dividends to shareholders - (1,480} {1 480)
Balance at 31 December 2009 50 1,899 1 949

A dwvidend of £1 375 000 (2009 £1 480,000) was paud durimg the year by way of an intercompany transfer between the company
and its immedhate parent

Share capital

Ordinary shares

In thousands of potnds 2010 2009
On 1ssue at 1 Janvary 50 50
On 1ssue at 31 December — fully paid 50 50

At 31 December 2010 the authorised share captal 15 50 001 ordinary shares (2009 50,001) The ordinary shares have a par
vilue of £1

The holdeis of ordinary shaics are entitled to 1eceive dividends as declared fiom time to ume and are entitled 1o one vote per
share at meetings of the Company  All shares rank equally with regard to the Company s residual assets

Loans and boerrowings
This note provides information about the contractual terms of the Company’s loans and borrowings

In thewsands of pounds 2010 2009

Due to group undentakings 16 250 14,347

The loan 1s due to Ageas {UK) Linited (formerly Fortis (UK) Limuted) The loan 1s repayable on demand Interest 15 charged at
2% over UK bank base 1ate The interest rate at 31 December 2010 was 2 50% (2009 2 50%)
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Notes to the financial statements (continued)

15

Trade and other pavables
Amounts falling due within one year
Tt thousands of pounds

Fmancial habihties
Due to group undertakings

Direct insurance contract payables
Non financial habilittes

Other payables and accrued expenses
VAT and other taxes payable

Total trade and other payables

16 Other provisions

17

I thowsands of poundy

Balance at | January

(credit)/charge for the year
Balance at 31 Decembet

The provisions above 1elate o bad debts (£129 000)

Current tax habilities

2010 2009
3.211 3,154
3,467 2284
6.678 5,438
2 825 2,210
1,850 315
4675 2,525

11,353 7 963

2010 2009
167 165
(38) 2
129 167

The current tax habihty of £580,000 (2009 £287,000) represents the amount of income taxes payable 1 respect of the current

year less adjustment 1n respect of prior years

Operating leases
Leases as lessee

Non-cancellable operating lease rentals are payable as follows

T thousands of pounds 2010 2009
Land & Land &
Buildings Other Buildings Other
Less than one yeai - - - 19
Between one and five years 1,971 34 1971 i0
More than 5 years 3.402 16 3 796 -
Total 5,373 50 5767 29

The Company leases office premises under an operaung lease, which runs to | December 2024 The lease does not include

contingent rentals

During the year ended 31 December 2010, £417,000 was recogmsed as an cxpense in the mcome statement in respect of

operaung leases (2009 £335,000)
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Notes to the financial statements (continued)

19

20

21

Capital commitments

Capital comnutments of the Company at the end of the year for which no provision has been made aie as follows

Bt thowsandh of pounds 2010 2009

Authouised but not contiacted for 110 1793
110 1 793

Pension scheme

I thensanc of porads 2010 2009

Contnibutions to defined contribution plans 297 306

The Company operates a defined contribution scheme called Norwich Unon Gioup Personal Pension Scheme  The assets of the
scheme are held separately trom those of the Company m an independently adnmnistered fund The pension cost 1n respect of

members of this scheme represents the contribution payable by the Company (o the scheme

Staff numbers and costs

The total mumber of peisons employed by the Company (including executive directors) at the year-end, analysed by category, was

as follows

2010 2009
Insurance bioking 292 267
Executive dnectors 4 5
Other 100 62
396 334
The full ume equivalent number of employees was as fellows
2010 2009
Insurance broking 282 254
Other 96 64
378 318
The aggregate payroll costs 1n respect of these persons weie as follows
It thomsands of pounds 2010 2009
Wages and salanes 7.428 6,287
Social secunty costs 621 538
Other pension costs 297 306
8,346 7.131




UKAIS Limited (formerly UKFIS Limited)

Notes to the financial statements (continued)

22 Related party transactions

The Company has a related party 1elationship with its key management personnei whe are all Dnectors of the Company

Transactions with Directors

In addition to therr salaries the Company also provides non-cash benefits to Directors and contributes to a post-employment

defined contnibution plan on their behalf
The Directors' compensations are as follows

In thowsancds afp()lmd: 2010 2009
Emoluments paid by the company 572 563
Emoluments mclude contributions made te pension schemes amounting to 71 88
In respect of the highest patd Director 184 258
[n the ordinaiy course of business the Company carries ocut transactions with related parties as defined in [AS 24
Matenal transactions are set out below
In thousand's of pounds 2010 2010 2009 2009
Statement of Statement of
Income Income
financial financial
statement statement
position posttion
Immediate paient and uliimate holding
company transactions and assets held (2,181) (16 238) (2263) (14,345)
n the statement of financial position
Fellow subsidhary company
transactions and assets held in the 1,082 (4,821) 1,842 (3157)
staternent of financiat position
(1 099 (21,109) (421) (17,502)

The Company's immediate parent undertahing 15 Able Brokers Lumited to which the Company paid a dividend of £1 375 000 1n
the year (2009 £1,480 000)

The Company has a loan from its ultimate UK holding Company Ageas (UK) Limited (formerly Fortis (UK) Limited) Interest 15
paid on the loan which 15 included in the statement of comprehensive mcome

The Company recewves commission from a fellow subsidiary company with whom it places 1ts clients insurance business An
amount 1s due to the fellow subsidhary at the statement of financial position date 1n respect of unsettled balances

23 Parent company

The Company s results are consolhidated mto the accounts of Ageas Inswance Intemational NV (formerly Forus Insurance
International N V ) a company 1nco1porated 1 the Netherlands

The Company’s ultimate holding company 1s Ageas Utrecht NV {formerly Fortis Utrecht NV) which 1s incorporated 1 the
Netherlands and 1s jointly owned by Ageas NV (formerly Forus N V) wmcorporated mn the Netherlands and Ageas SA/NV
{formerly Fortis SA/NV) tncorporated in Belgium

Capies of the above accounts can be obtained from the Company Secietary, Prospect House, Trentham Lakes North, Gordon
Banks Dnve Stoke on Trent, ST4 4TW

24 Enents after the statement of financial position date

Theie were no matenal adjusting or non-adjusting events after the statement of financial posstion date
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UKALIS Limited (formerly UKFIS Limited)

Statement of Directors' Responsibilities in respect of the
Directors' Report and the Financial Statements

The directors are 1esponsible for prepaning the Duectors’ Report and the financial statements in accordance with apphicable law and
regulations

Company law requires the directors to prepare financial statements for each financial year Under that law they have clected to
prepare the finanuial statements in accordance with 1FRS as adopied by the EU 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 the penod

In preparing these financial statements, the duectors are required to

*  select sutable accounting policies and then apply them consistently,

+ make judgements and estimates that are reasonable and prudent,

* state whether they have been prepated in accordance with [FRS as adopted by the EU, and

e prepare the financial statements on the going concemn basis unless 1t 1s inappropnate to ptesume that the company will continue in
business

The drectors are responsibie for keeping adequate accounumyg tecords that are sufficient to show and explain the company's
transactions and disclose with 1easonable accuracy at any time the financial position of the Company and enable them to ensure that
the financial statements comply with the Compames Act 2006 They have general responsibility for taking such steps as are
reasonably open to them to safeguard the assets of the Company and to prevent and detect fraud and other rregularities
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UKAIS Limited (formerly UKFIS Limited)

Independent Auditors' Report to the Members of UKAIS Limited
(formerly UKFIS Limited)

We have audited the financial statements of UKAIS Limued (formerly UKFIS Limited) for the year ended 31 December 2010 set oul
on page 7 to 26 The financial reporting framework that has been applied in then preparauon is applicable law and Intemational
Financial Reporting Standards (IFRSs) as adopted by the LU

This report 1s made solely to the Company's members, as a body 1n accordance with Chapter 3 of Part 16 of the Companies Act 2006
QOur audit work has been undertaken so that we mught state to the Company's members those matters we are required to state to them
m an auditors' report and for no other purpose To the fullest extent permuitted by law, we do not accept or assume responsibility to
anyong other than the Company and the Company's members as a body for our audit work, for this repont, or for the opinions we
have formed

Respective responsibiities of directors and auditors

As explaimed more fully in the Directors’ Responsibiliues Statement set out on page 27 the directors are responsible for the
preparation of the financial statements and for being satisfied thai they give a true and farr view  Our responsibility 1s to audit and
evpress an opimon on the financial statements in accordance with apphcable law and [nternational Standards on Auditing (UK and

Ireland) Thosc standards require us to comply with the Audiing Practices Board's (APB's) Ethical Siandards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 15 provided on the APB's website at
www frc org uk/apb/scope/private cfim

Opimon on financial statements
In our oprmien the financial statements

e give atrue and fair view of the state of the Company's affairs as at 31 December 2010 and of 1its profit for the year then ended,
® have been properly prepared in accordance with 1FRSs as adopted by the EU, and

®  have been prepared i accordance with the requirements of the Comparnes Act 2006
Opimon on other matter prescribed by the Compantes Act 2006

In owr opimien the information given i the Dhrectors' Report for the financial year for which the financial statements are prepared 18
consistent with the financial statements
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Independent Auditor's Report to the Members of UKAIS Limited
(formerly UKFIS Limited) (Continued)

Matters on which we are required to report by exception

We have nothing to report in respect of the tollowing matters where the Companies Act 2006 requires us to 1eport to you 1f, tn our
opton

® report to you 1f, n our opinion

adequate accounting tecords 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 1ecords and retums or
*  certain discloswes of directors' 1emuneration specitied by law are not made or

® we have not recerved all the informarion and explanations we 1equire for our audit

\
&S A S

N J Hillyard {Senior Statutory Auditor)
for and on behalf of KPMG Audit Ple, Statutory Auditor

Chartered Accountants
I The Embankment
Neville Stieet
Leeds
LSI1 4DW

V2 July 2011
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