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DAVIS CORPQORATE RISKS LIMITED

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2007

The directors present their report with the financial statements of the company for the year ended 31 December 2007
PRINCIPAL ACTIVITIES

The pnncipal activities of the company during the year continued to be those of a general insurance broker
BUSINESS REVIEW AND KEY PERFORMANCE INDICATOR ANALYSIS

The results for the year and financial position of the company are as shown in the annexed financial statements

The company took over the direct trade of an associated company, Davis Speciahist Risks Limited, on 1 May 2007 On
3 September 2007 the company became part of Venture Preference Limited / AXA UK

The company uses a range of performance measures to monitor and manage the business effectively These are both
tinancial and non-financial and the most significant of these are the key performance indicators (KPI's}

The key financial performance indicators are turnover, profit before tax and margin on profit before tax These KPI's
indicate the volume of work the company has undertaken as well as the efficiency and profitability with which this work
has been dehvered

The key non-financial performance indicator is the number of staff employed by the company

The key performance indicators for the year ended 2007, with comparatives for the year ended 2006 are set out below

2007 20086
Turnover (£'000) £3,171 £2,805
Profit betore tax (£'000} £662 £431
Margin on profit before tax (%) 21% 15%
Average number of employees 46 52

The directors expect growth from the company

PRINCIPAL RISKS AND UNCERTAINTIES

The market in which the company operates 15 highly competitive, insurance rates continue to soften and customer's
expectations are high Policies to monitor price and competition are In place to mutigate such nsks In additon, the
company has very few individual large commission paying chents, which means the loss of one single account would not
have a significant impact en income Our Key Account strategy also mihgates this nisk

The industry in which the company operates 15 highly regulated Future changes in such regulahon may impact the
company's ability to generate income, either through decreased revenues, Increased expenditure or a combination of
both The Board carefully monitors ongoing comphance with regulation

The success of the company 1s largely dependant upon the recruitment and retention of our employees The Board 15

very aware of this and takes vanous steps to ensure thal the company can recruit, train and retain qualty people at all
levels
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DAVIS CORPORATE RISKS LIMITED

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2007

FINANCIAL RISK MANAGEMENT O8JECTIVES AND POLICIES

The company uses various financial instruments including cash, and items such as trade debters and trade creditors that
anse directly from its operations The mamn purpese of these financial instruments 1s to ratse finance for the company’s
operations

The existence of these financial instruments exposes the company to a number of financial nsks The main nisks ansing
from the company’s financial instruments are credit nsk and hquidity nsk The directors review and agree pohcies for
managing each of these nsks and they are summansed below These policies have remained unchanged from previous
years

Credit nsk

The company's principal credit nisk relates to the recovery of amounts owed by trade debtors Large new clients are
credit checked and debts are actively chased by the executive handhng the chent This is all monitored by the credit
control depantment

Liquidity risk
Current and projected working capital 1s reviewed regularly to determine cash requirements

RESULTS AND DIVIDENDS
The profit for the financial year, after taxatton, amounted to £462,188 (2006 £300,304) Particulars of dividends are
detaited in note 6 to the financial statements

DIRECTORS
The directors shown befow have held office during the whole of the penod from 1 January 2007 to the date of this report

L G Davis Smart
H L Dawvis Flynn
A R C Gardiner
K J Hancock

I § Richardson
M L Turnbull

S J Feld

Changes in directors holding office are as follows
P F Bridges - appointed 1 May 2007

Durning the year the company maintained habiity insurance for its directors and officers This provision, which 15 a
qualfying third party indemnity provision as defined by Section 309B of the Companies Act 1985, was in force
throughout the year and s currently in force

POLICY ON THE PAYMENT OF CREDITORS

The company seeks the best possible terms from suppliers appropnate to its business and, in placing orders, gives
consideration to quality, prnce and terms of payment which will be agreed with suppliers when the details of each
transaction are settled The company wilt continue to honour its contractual and other legal obligations and to pay
creditors on the dates agreed in contracts and purchase orders

Al 31 December 2007 the aggregate amount owed to trade creditors, as a proportion of the aggregate amounts invoiced
by supplers to the company durmng the year then ended, represented an average of 21 days credit {2006 27 days)

DONATIONS
During the year the company made the following contributions
2007 2006
£ £
Chantable 9434 7,700
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DAVIS CORPORATE RISKS LIMITED

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2007

STATEMENT OF DIRECTORS' RESPONSIBILITIES
The directors are responsible for preparnng the financial statements in accordance with apphcable 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) The financial statements are required by law to
gwe a true and fair view of the state of affairs of the company and of the profit or loss of the company for that peried  In
preparing these financial statements, the directors are required 1o

- select suitable accounting pohicies and then apply them consistently,

- make judgements and estmates that are reasonable and prudent,

- state whether applicable accounting standards have been followed, subject to any matenal departures disclosed and
explained in the fimanceal 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 proper accounting records which disclose with reasonable accuracy at any
tme the financial position of the company and to enable them to ensure that the financial statements comply with the
Companies Act 1985 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 irregularties

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS

So far as the directors are aware, there 1s no relevant audit information (as defined by Section 234A of the Companies
Act 1985) ot which the company's audilors are unaware, and each director has taken all the steps that he or she ought to
have taken as a director in order to make himself or herself aware of any relevant audit information and to establish that
the company's auditors are aware of that information

AUDITORS
Grant Thornton UK LLP tendered their resignation as auditors of the company on 18 October 2007 and the directors
subsequently appointed PricewaterhouseCoopers LLP
Under Section 378A of the Companies Act 1985, the Company has elected to dispense with the following obligations
to lay accounts and reports before general meetings,

- to hold annual general meetings, and
- to appoint auditors annually

ON BEHALF OF THE BOARD

Director

Date %\KPE\M\SL r)-@%’ '
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REPORT OF THE INDEPENDENT AUDITORS TO THE SHAREHOLDERS CF
DAVIS CORPORATE RISKS LIMITED

We have audited the financial statements of Davis Corporate Risks Limited for the year ended 31 December 2007 which
compnse the Profit and Loss Account, the Balance Sheet and the relaled notes These financial statements have been
prepared under the accounting pohcies set out therein  The financial statements of the Cempany as of 31 December
2006, were audited by another auditor whose report dated 5 Apnl 2007, expressed an unqualiied opimon on those
statements

Respective responsibilities of directors and auditors

The directors’ responsitilities for prepanng the financial statements in accordance with apphcable law and United
Kingdom Accounting Standards {United Kingdom Generally Accepted Accounting Practice) are set out in the Statement
of Directors' Responsibilities

Our responsibility 1s to audit the financial statements in accordange with relevant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland} This report, including the opimion, has been prepared for and only
for the company's members as a body in accordance with Section 235 of the Compamies Act 1985 and for no other
purpose We do not, in giving this opinion, accept or assume responsibility for any other purpose or to any other person
to whom this report 15 shown or into whose hands it may come save where expressly agreed by our prior consent In
writing

We report to you our opinion as to whether the financial statements give a true and farr view and are properly prepared in
accordance with the Companies Act 1985 We also report to you whether in our opinion the information given In the
Directors' Report 1s consistent with the financial statements

In addwion we report to you if, in our opinion, the company has not kepl proper accounting records, if we have not
received all the information and explanations we require for our audit, or if information specified by law regarding
directors’ remuneration and other transactions 1s not disclosed

We read the Directors’ Report and consider the implications for our report if we become aware of any apparent
misstatements within it

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing
Practices Board  An audit Includes examination, on a test basis, of evidence relevant to the amounts and disclosures in
the financial statements It also includes an assessment of the significant estimates and judgements made by the
directors in the preparation of the financial statements, and of whether the accounting policies are appropnate to the
company's circumstances, consistently apphed and adequately disclosed

We planned and performed our audit s as to obtan all the information and explanaticns which we considered necessary
in order to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from
matenal misstatement, whether caused by fraud or other wrrequlanty or error In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the financial statements

Opinion
In our opinion

« the financial statements gwe a true and farr view, in accordance with United Kingdom Generally Accepled
Accounting Practice, of the state of the company's affairs as at 31 December 2007 and of its profit for the year
then ended,

s the financial statements have been properly prepared in accordance with the Companies Act 1985, and

+ the information given in the Directors’ Report 1s consistent with the financial statements

Ps cerscderuone locpens LLE

PncewaterhouseCoopers LLP
London

Date 4 E\A)J.\ plole]ld
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DAVIS CORPORATE RISKS LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2007

2007 2006
Notes £ £

TURNOVER 2 3,171,265 2,804,818
Administrative expenses (2,568,087) (2,423,863)
OPERATING PROFIT 4 603,178 380,955
Interest recevable and similar income 58,954 50,578
PROFIT ON ORDINARY ACTIVITIES

BEFORE TAXATION 662,132 431,533
Tax on profit on ordinary activities 5 {199,944) (131,229)
PROFIT FOR THE FINANCIAL YEAR

AFTER TAXATION 462,188 300,304

CONTINUING OPERATIONS
None of the company's activities were discontinued durning the current year or previous year Business acquired dunng
the year contnbuted Turnover and Operating Profit of £133,000 and £25,000 respectively

TOTAL RECOGNISED GAINS AND LOSSES
The company has no recognised gains or losses other than the profits for the current year or previous year

The notes form part of these financial statements
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DAVIS CORPORATE RISKS LIMITED

BALANCE SHEET
31 DECEMBER 2007

2007 2006
Notes £ £ g £
FIXED ASSETS
Intangible assets 7 - 15,228
Tangible assets 8 62,723 100,025
62,723 115,253

CURRENT ASSETS
Debtors 9 2,028,586 1,563,611
Cash at bank 10 853,423 808,314

2,882,009 2,377,925
CREDITORS
Amounts falling due within one year 11 (2,218,860) (1,979,494}
NET CURRENT ASSETS 663,149 398,431
TOTAL ASSETS LESS CURRENT
LIABILITIES 725,872 513,684
CAPITAL AND RESERVES
Called up share capital 13 1,000 1,000
Profit and loss account 14 724 872 512,684
SHAREHOLDERS' FUNDS 15 725,872 513,684

—
The financial statements were approved by the Board of Directors on ?>OH. J L2 2008 and were signed
an its behalf by

Director c__% Z—v A ——

The notes form pan of these financial statements
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DAVIS CORPORATE RISKS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2007

ACCOUNTING POLICIES

Accounting convention
The financial statements have been prepared in accordance with applicable United Kingdom accounting
standards (United Kingdom Generally Accepted Accounting Practice) and under the historical cost convention

The Company 15 a wholly-owned subsidiary undertaking and its immediate parent undertaking 1s established
under UK law and therefore, in accordance with section 228 of the Companies Act 1985, it has not prepared
consohdated accounts for the year ended 31 December 2007

Cash flow statement

Under FRS 1 (Cash Flow Statements (revised 1996)), the Company 1s exempt from the requirement to prepare a
cash flow statement on the grounds that 1t 1s a subsidiary undertaking of a parent undertaking which produces a
consclidated cash flow statement The cash flow of the Company 1s consolidated in the AXA group financial
statements which can be obtamed trom 23, avenue Matignon, 75008 Pans, France

Turnover
Turnover represents brokerage and fees which are recognised in the profit and loss account at the inception of
the contract for insurance

Where the company recewves revenue which is related to the underlying underwriting profit on policies wntten or
sold, this i1s only recognised in the year in which the right to the consideration is achieved and the final amount
can be reliably measured

Amortisation
Amortisation is calculated so as to write off the cost of an asset, less its estimated residual value, over the useful
economic life of that asset as follows

Goodwill - 20% straight ine basis

Fixed assets
All fixed assets are intially recorded at cost

Depreciation
Depreciation I1s calculated s0 as to write off the cost of an asset, less its estmated residual value, over the useful
economic life of that asset as follows

Leasehold property - 33% straight line basis
Fixtures and fittings - 20% - 33% straight ine basis
Motor vehicles - 25% straight line basis

Operating lease agreements
Rentals applicable to operating leases where substantially all of the benefits and nsks of ownership remam with
the lessor are charged against profits on a straight line basis over the period of the lease

Pension costs

The company operates a defined contrnibution pension scheme for employees The assets of the scheme are held
separately from those of the company in an independently admimstered fund The annual contributions payable
are charges to the profit and loss account
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DAVIS CORPORATE RISKS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED 31 DECEMBER 2007

ACCOUNTING POLICIES - continued

Deferred tax

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

- Deferred 1ax assets are recognised only to the extent that the directors consider that it 1s more hkely 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 tming differences reverse, based on tax rates and laws enacted or substantively enacted at the balance
sheet date

Foreign currencies

Monetary assets and liabilities in foreign currencies are translated inte sterling at the rates of exchange ruling at
the balance sheet date Transactions in foreign currencies are translated into sterling at the rate of exchange
ruling at the date of transaction Exchange differences are taken into account in arriving at the operating result

Insurance broking assets and liabilities

The company acts as an agent in broking the insurable nsks of its chents and generally i1s not liable as a pnncipal
for premiums due to underwniters or for claims payable to clients

Notwithstanding the company's legal relationship with chents and underwnters and since 0 practice premium and
clam mones are usually accounted for by insurance intermedianes, it has followed generally accepted
accounting prachce by showing cash, deblors and creditors relaling to insurance business as assets and
habiliies of the company itself

TURNOVER

The turnover and profit before taxation are attnbutable to the principal activities of the company

An analysis of urnover by geographical market 1s given below

2007 20086
£ £
United Kingdom 3,171,265 2,804,818

3,171,265 2,804,818

STAFF COSTS
2007 2006
£ £
Wages and salanes 1,370,209 1,369,690
Social security costs 144,715 141,626
Other pension costs 60,816 60,762
1,575,740 1,572,078
The average monthly number of employees during the year was as follows
2007 2006
Account executives a8 39
Adminusiration 8 13
46 52
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DAVIS CORPORATE RISKS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED 31 DECEMBER 2007

OPERATING PROFIT

The operating profit is stated after charging/{crediing)

Amortisation

Depreciation of owned assets
Loss/(profit} on disposal of fixed assets
Auditors’ remuneration

Audit fees

Other operating leases

Land and buildings

Feareign exchange differences

Remuneration In respect of directors was as follows

Dhrectors” emoluments including benefits in kind
Directors’ penston contnbutions to money purchase schemes

The number of directors 1o whom retirement benefits were accruing was as follows

Money purchase schemes

2007 2006
g £
15,228 4,708
39,580 44,121
521 (1,443)
8,000 9,840
93,769 88,575
2,815 -
251,844 187,415
12,388 9,700
264,232 197,115
3 2

Information regarding the highest paid director for the year ended 31 December 2007 was as follows

Directors' emoluments including benefits in kind
Directors’ pension contributions 1o money purchase schemes

Page 10

2007 2006
£ e
132,289 107,253
7,200 7,200
139,489 114,453
continued




DAVIS CORPORATE RISKS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - continued

FOR THE YEAR ENDED 31 DECEMBER 2007

TAXATION ON ORDINARY ACTIVITIES

(a) Analysis of charge in the year

Current tax

In respect of the year

UK corporation tax based on the results for the year at 30% (2006 30%)
Total current tax (note 5(b))

Deferred tax

Onginatien and reversal of iming differences (note 9)

Tax on profit on ordinary activities

(b) Factors affecting the current tax charge

2007 2006
£ £
213,030 131,183
213,030 131,183
{13,086) 46
199,944 131,229

The tax assessed on the profit on ordinary activiies for the year s higher than the standard rate of corporation

tax in the UK of 30% (2006 30%) The differences are explained below

Profit on ordinary activities before tax

Profit on ordinary actvities multiplied by the standard rate of tax
in the UK of 30% (2006 30%) — expected charge

Expenses not deductible for tax purposes

Depreciation in excess of capital allowances

Other tiring differences

Adjustment to tax charge In respect of previous periods

Total current tax (note 5{(a))

DIVIDENDS

Dividends on shares classed as equity

Paid dunng the year
Equity dnadends on ordinary shares at £250 per share (2006 £200 per share)
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2007 2006
£ £
662,132 431,533
198,640 129,460
10,885 818
4,107 2,196
387 {1,291)
(989) -
213,030 131,183
2007 2006
£ £
250,000 200,000
continued



DAVIS CORPORATE RISKS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - contmued
FOR THE YEAR ENDED 31 DECEMBER 2007

INTANGIBLE FIXED ASSETS

Goodwill
£
COST
At 1 January 2007 and 31 December 2007 22,539
AMORTISATION
At 1 January 2007 7,311
Charge for the year 15,228
At 31 December 2007 22,539
NET BOOK VALUE
At 31 December 2007 -
At 31 December 2006 15,228
The amortisation of this goodwill has been accelerated n the year
TANGIBLE FIXED ASSETS
Fixtures
Short and Motor
leasehold fittings vehicles Totals
£ £ £ £
COSsT
At 1 January 2007 3,143 163,169 71,121 237,433
Addions - 2,345 - 2,345
Disposals - {37,766) - (37,786)
Transfer from group company - 1,428 - 1,428
At 31 December 2007 3,143 129,156 71,121 203,420
DEPRECIATION
At 1 January 2007 2,357 121,715 13,336 137,408
Charge for year 786 21,014 17,780 39,580
Eliminated on disposal - (37,264) - (37,264)
Transfer from group company - 973 - 973
At 31 December 2007 3,143 106,438 31,116 140,697
NET BOOK VALUE
At 31 December 2007 - 22,718 40,005 62,723
At 31 December 2006 786 41,454 57,785 100,025
Page 12 continued




DAVIS CORPORATE RISKS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED 31 DECEMBER 2007

10

1

12

DEBTORS AMOUNTS FALLING DUE WITHIN ONE YEAR ‘

2007 2006 !
£ £
Trade debtors (insurance related debtors) 1,752,326 1,440,682
Amounts owed by group undertakings - 184
Deferred tax asset (see below) 18,413 5,327
Prepayments and accrued income 257,847 123,418

2,028,586 1,569,611

The movement in the deferred taxation account during the year was

Balance breught forward 5,327 5,373
Prohit and loss account movement ansing during the year (note 5 (a)) 13,086 (46)
Balance carned forward 18,413 5,327

The balance of the deferred taxation account consists of the tax effect of iming differences in respect of

2007 2006
£ £
Excess of depreciation over taxation allowances on fixed assets 5,327 5,373
Other short term timing differences 13,086 (46)
18,413 5,327

During the year, as a result of the change in the UK Corporation Tax rate from 30% to 28% which will be effective
from 1 April 2008, deferred tax balances have been re-measured This has resulted in a debit to the profit and
loss account of £1,315 {2006 £Nil)

INSURANCE BROKING CASH

Monses held in chent money bank accounts and forming part of the cash balance reported in the balance sheet at
31 December 2007 amounted to £428,001 (2006 £654,623)

CREDITORS AMOUNTS FALLING DUE WITHIN ONE YEAR

2007 2006
£ £
Trade creditors 1,790,860 1,740,524
Amounts owed to group undertakings 55,064 54,385
Tax 174,021 51,185
Social security and other taxes 39,786 40,607
Accruals and deferred income 159,129 92,793
2,218,860 1,979,494

included in trade creditors 15 an amount of £1,788,094 (2006 £1,736,125) in relation to insurance company
creditors

OPERATING LEASE COMMITMENTS

The following operating lease payments are committed to be paid within one year

Land and
buildings
2007 2006
£ £
Expiring
Within one year 78,000 88,575
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DAVIS CORPORATE RISKS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED 31 DECEMEBER 2007

13

14

15

16

17

18

19

CALLED UP SHARE CAPITAL

Authonsed, allotled, 1ssued and fully paid

Number Class Nominal 2007 2006
value £ £
1,000 Ordinary shares £1 1!000 1,000
RESERVES
Profit
and loss
account
£
At 1 January 2007 512,684
Profit for the year 462,188
Dwidends (250,000)
At 31 December 2007 724,872

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS

2007 2008
£ £
Profit for the hinancial year 462,188 300,304
Dwidends (250,000) {(200,000)
Net addition to shareholders' funds 212,188 100,304
Opening shareholders’ funds 513,684 413,380
Closing shareholders’ funds 725,872 513,684

PENSION COMMITMENTS

The company operates a defined contribution pension scheme for employees The assets of the scheme are held
separale from those of the company in an independently administered fund The pension charge for the year
represents contnbutions payable by the company to the fund and amounted to £60,816 (2006 £60,762) At
December 2007 there were no outstanding or prepaid pension contributions (2006 £Nil)

ULTIMATE PARENT COMPANY

In the opimon of the directors, the Company's ulimate parent undertaking 1s AXA, a company incorporaled in
France The parent undertaking of the largest and smallest group which includes the Company and for which
group financial statements are prepared 1s AXA  Copies of the AXA group finanaial statements can be obtained
from 23, avenue Matignon, 75008 Pans, France

The immediate parent company 1s The Davis Group plc

RELATED PARTY DISCLOSURES

As the Company 1s a wholly-owned subsidiary undertaking it has taken advantage of the exemption granted
under FRS 8 (Related Party Disclosures) where subsidiary undertakings do not have to disclose transactions with
group companies qualifying as related parties provided that consohdated financial statements are publicly
available

Dunng the year chantable donations of £9,000 (2006 £7,700) were payable to The Davis Group Chantable Trust
At 31 December 2007 the full amount of £9,000 (2006 £7,700) was an cutstanding creditor to this body

ACQUISTION

During the year the company acquired the net assets {amounting to £455) and trade of Davis Specialist Risks
Limited for £455
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