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: Strategic.report for the year ended 31 December 2019

Prmclpal actlvmes and business model

Gryphon Group Holdmgs Limited was mcorporated on 30 March 2016. Itisa wholly owned subsidiary
of GGH (Jersey) Limited (the Parent Company). The Parent Company isa subsxdlary of Punter Southall
Group Limited.

The Company’s primary activity is the provision of services to Guardian Financial Services Limited,
another subsidiary of the Parent Company. The Company started to recharge costs to Guardian Financial

Services Limited in 2018 when that company commenced actlvxty The.recharge mechanism has been '
in place throughout 2019.

Review of the business '

- The £4.2m profit reported in 2019 (2018: £7.8m loss) includes £23.0m (2018: £15 7m) of administrative
expenses. In 2019 it recharged all of these administrative costs to Guardian Financial Services Limited
(2018: £7.7m) and since 1 January 2019 has charged a17.5% mark-up on these recharges.

Administrative expenses include the cost of developing the marketing and other material necessary to
support the distribution of new products, costs incurred developing and' securing the relationships
necessary to trade and, in 2019, started to include costs arising from the administration of the insurance. -
products placed by Guardian Financial Services Limited, an insurance intermediary. The Company
spent a further £1.9m (2018: £8.5m) developing software and a further £0.1m (2018:.£0.3m) acquiring
fixed assets neces_sary to support the new products. These costs have been ‘capitalised (notes 12 and 13).

The Company continues w1th work to develop further products and enhancements to existing products .
‘and efficiencies are produced. '

" Key performance indicator .
The performance of the Parent Company and its subsndlanes is monitored as a whole by reference to a
number of key indicators. The key performance mdlcators used in the year were as follows: '

2019 2018
 Annual Premium Equivalent® T A . £5,215,000 - £703,000
Administrative expenses S . o £22,461,424 £15,749,561
Average of employees - : - 1060 : 70

* Annual Prermum Eqmvalent is calculated as twelve times the monthly premium of business sold in
the period.

Strategy and Future prospects

The Company will continue to improve the services that it provides to Guardian F1nanc1al Services
Limited, supporting the development of new and improved insurance products and more effective and
efficient’ operating systems and processes. The Company will build on the innovative systems and
processes that it has already developed and take advantage of the efﬁmenmes that follow from the
mcreased sales and pohc1es in force.
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Balance sheet A 4

The investment in new systems noted above has contributed to the £9.8m intangible asset that the
Company carried at 31 December 2019 (2018: £13.8m) and the research and development tax claims
that it made in each of 2018 and 2019 (notes 12 and 11). ' '

The recharge of expenses to Guardian Financial Services Limited and management of cash between the -
subsidiaries of the Parent Company has resulted in the increase in trade and receivables to £9.5m (2018:
£1. lm) (note 15).

: Occupation and development of the Company’s offices gives rise to £0. Tm of property, plant and
equipment (2018: £1.1m), and, further to the adoption of IFRS 16, a £1.6m nght of use-asset and £2.2m
]ease hablhty (notes 13 and 2). ‘

Post balance sheet events
The outbreak and unprecedented spread of the Covid-19 pandemic across the globe has had a profound. -
impact on local and global markets in a matter of weeks, and is expected to continue to shape the
economic landscape for the immediate future. As of the date that these accounts were signed, the Covid-
19 pandemic had not prompted a material change in new business volumes or lapses passing through
the Parent Company’s subsidiary Guardian Financial Services Limited but the restrictions on contact
sports had reduced claims costs to the benefit of the business. It'is most likely that a fall in the growth
of new business volumes would reduce the cash strain of new business costs in the short term but delay
the point at which the company starts to make a profit. :

The Directors continue to monitor closely the impact of unfolding events in order to respond swiftly to
any consequential implications on the business. Should the Covid—19 impacts be worse than the
assumptions in the Company’s stressed forecast there are a number of actions the Company could take
to mitigate that risk which include product reprices and reducing discretionary spend and the use of the
‘government support schemes available.

‘Governance

The Company’s Board consists of three Non-Executive Direetorsf The Board meets four times a year
on a formal schedule and more frequently as-and when it is required to make decisions. At each quarterly
meeting the Board reviews the combined tradmg performance and conduct of the Company and
examines risk, control and comphance issues. '

The Company’s affairs are also subject to oversight by the following Punter Southall Group cornm1ttees
e Audit Committee ‘ :
e Risk Committee
"o Remuneration Committee

Risk management framework
The Board is commJtted to the application of the Risk Management Framework that is applied '
consistently across all compames in the Punter Southall Group. This Risk Management Framework
embeds sound risk management practices. The Company will not only use the Framework to manage-
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Strategic report for the year ended 31 December 2019 (continued)

and control risks, but w111 also seek to apply it in its decision makmg processes. The Board regards .

active mitigation and management of risk exposures as'a business imperative.
Risk management framework (contmued)

The management of the Risk Management Framework is underpmned by an oversight structure; ...
delegated authorities, policies and governing committees. The Risk Management Framework sets outa .

process for:

o the development of the Company’s key risks against its strategic objectives; g
e adetailed explanation of the Company’s risk appetite;

e an assessment of the inherent risks to the orgamsatlon and the hkehhood of events occurrmg,

" e the development of controls to monitor, and mitigate risks;
e defined management responsibility for each risk and control; and
o an assessment of the residual risk to the Comp'any once the ‘controls have been factored in.

Conduct risk is momtored ‘and managed through the Punter Southall Group Risk Management
Framework

Principal risks and uncertainties :

- On 8 January 2018, Guardian Financial Services Limited, became the Appomted Representative of
Scottish Friendly Assurance Society Limited and since that time has been promoting, developmg and
.administering the Guardian-branded insurance products -that Scottish Friendly Assurance Society
Limited provides to its policyholders. Guardian Financial Services Limited receives commissions and
administration fees for the services that it provides to Scottish Friendly Assurance Society Limited. The
costs of promoting, developing and administering the Guardian-brand insurance products are borne by
the Company before being recharged to Guardian Financial Services Limited.

The principal risks and uncertainties. of the Company are associated with the ability of the Company.'

and Guardian Financial Services Limited to succeed in their objectives such that they generate sufficient
sales and thereby income from Scottish Friendly Assurance Company Limited to cover their costs and
repay the funding that they have received from the Parent Company.’ '

On behalf of the Board

J A A Samuels - -
Director

Date: 18 May 2020



GUARDIAN FINANCIAL SERVICES LIMITED
Annual report and financial statements 2019
Directors’ report fo_r the year ended 31 December 2019

The Dn’ectors present their annual report and audited ﬁnanc:lal statements for the year ended 31
December 2019 ' ; :

. Directors

- The Directors who held office during the year are given below

S A J Davis resigned 5 July 2019
J D Punter*

" J A A Samuels*

P Mann*
. *Non-executive

Qualifying third party indemnity provmon
- The-Company has in place qualifying third-party mdemmty provisions for the Dlrectors of Gryphon
Group Holdings Limited.

Gomg concern : :

The Company is a start-up busmess which together with its Parent Company and its sub51d1anes,
markets an insurance proposition, and faces the normal inherent risks associated with bemg a start-up
business. As with any start-up proposition there is a risk that margins are significantly lower or sales
volumes are significantly lower or will occur significantly later than anticipated in the business plan.
. Until the value of monthly commissions and administration fees received on policies in force exceeds .
monthly costs in the Parent Company’s subsidiary, Guardian Financial Services Limited, the combined
‘businesses will continue to be loss making and therefore need funding. The Directors have reviewed
the stressed forecasts, projections and associated funding requirements of the businesses controlled by
the Parent Company which have been prepared for the period to 31 December 2021 and include
substaritial‘reductions‘ in sales, potentially as a result of the impact of the Covid-19 pandemic.

In order to mitigate the any funding shortfall arising from these conditions management have obtained
. aletter of support from its Parent Company, who have confirmed that they will provide financial support
to the Company for at least 12 months from the date that these Financial Statements are approved :
sufﬁc1ent to its forecast liabilities as they fall due for payment :

After making enq'uiries,‘the Directors have a reasonable expectation that the Company has adequate
. resources to continue in operational existence for the foreséeable future. Accordingly, they continue to .
adopt the going concern basis in preparing the financial statements and the financial statements do not
mclude any ad_]ustments should the going concern basis of preparatnon be inappropriate.
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Political and charitable donations
. During the year the Company made no chantable or polmcal donations (2018 £nil).

Dividends , . , :
The Directors do not recommend the payment of a dividend for the year (2018: £nil).

Statement of Dlrectors responsnbrlltles :
The Directors are responsible for preparing the annual report and the financial statements in accordance
' w1th apphcable law and regulatlons

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 International
Financial Reporting Standards (IFRSs) as adopted by the European Union. Under company law the
Directors must not approve the financial statements unless they are satisfied that they give a true and -
fair view of the state of affairs of the Company and of the profit or loss of the Company for that period.
In preparing these financial statements, the Directors are required to:

. select suitable accounting policies and then apply them consistently;

. make judgements and accounting estimates that are reasonable and prudent;
. state whether applicable IFRSs have been followed, subject to any material departures disclosed
“and explamed in the financial statements and
. prepare the financial statements on the gomg concern ba51s unless itis mappropnate to presume

that the Company will contmue 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 to enable them to 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 irregularities.

Statement of information provided to the auditors '
All Directors have taken all appropriate steps to ‘make themselves aware of any mformatlon needed by
the Company s auditors for the purposes of their audit and to establish that the auditors are aware of
that information. The Directors are not aware of any relevant audit information of which the auditors
are unaware. ' " '

On behalf of the Board

\

J A A Samuels
Director ,
Date: 18 May 2020
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Independent auditors’ report to the members of Gryphon Group Holdmgs Limited

Opinion

- We have audited the financial statements of Gryphon Group Holdings Limited (“the Company”) for the
year ended 31 December 2019 which comprise the Income Statement and Statement of Comprehensive
Income, the Statement of Financial Position, the Statement of Changes in Equity, the Statement of Cash
Flows, and the notes to the financial statements, including a summary of significant accounting policies.

The financial reporting framework that has been applied in their preparation is applicable law and
Intematlonal Fmanclal Reporting Standards (IF RSs) as adopted by the European Union.

In our opinion the financial statements: . :
- give a true and fair view of the state of the Company s affalrs as at 31 December 201 9 and of
" its.profit for the year then ended;
- have been properly prepared in accordance with IFRSs as adopted by the European Union; and
- have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion
We conducted our audit in accordance with International Standards on Audmng (UK) (ISAs (UK)) and
‘apphcable law. Our responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the financial statements section of our report. We are independent of the
Company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical :
responsibilities in accordance with these requirements. We believe that the audit evidence we have.
obtained is sufﬁcient and appropriate to provide a basis for our opinion.

- Material uncertalnty related to going concern
- We draw attention to note 4 to the financial statements, which 1ndlcates that the Company is reliant on
the parent for financial. As stated in note 4, these events or conditions, along with other matters as set
‘out in note 4, indicate that a material uncertainty exnsts that may cast significant doubt on the Company s
ability to continue as a going concern. Our opinion is not modified in respect of this matter.

Other information - ‘ _

The Directors are responsible for. the other information. The other information comprises the
information included in the Annual Report and Financial Statements, other than the financial statements

and our auditor’s report thereon. Our opinion on the financial statements does.not cover the other

information and, except to the extent otherwise exphcltly stated in our report, we do not express any

form of assurance conclusion thereon. ~ '
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Independent auditors’ report to the members of Gryphon Group Holdings Limited
(contmued)

In connection with' our audit of the financial statements, our responsibility is to read the other

information and, inA doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If we identify such material inconsistencies or apparent material misstatements, we are
required to determine whethér there is a material misstatement in the financial statements or a material

misstatement of the other information. If, based.on the work we have performed we conclude that there

is a material misstatement of this other mformanon we are requ1red to report that fact.
We have nothing to report in thi_s regard.

Opinions on other matters j)reScribed by the Companies Act 2006 -
In our opinion, based on the work undertaken in the course of the audit:

- the information given in the Strategic report and the Directors’ report for the. financial year for ‘

. - which the financial statements are prepared is consistent with the financial statements; and
-~ the Strategic report, and Directors’ report has been prepared in accordance with appllcable legal
' requirements.

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the Company and its environment obtained in the

course of the audit, we have not identified material misstatements in the Strateglc report and Director’s

report.

We have nothing to report in respect of the following matters in relation to which 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 aud1t have not been
received from branches not visited by us; or
- the financial statements are not in agreement with the. accountmg records and returns; or
- certain disclosures of Directors’ remuneration spec1ﬁed by law are not made; or
- we have not received all the information and explanations we require for our audit.

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

- and for such internal control as the Directors determine is necessary to enable the preparatlon of.

" financial statements that are free from materlal misstatement, whether due to fraud or error.

In preparing the ﬁnancial Statements, the Direct’ors are responsible for assessing the Company’s ability
to continue as a going concern, .disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the Directors either mtend to liquidate the Company or to
cease operations, or have no realistic alternative but to do so. '
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Independent auditors’ report to the members of Gryphon Group Holdmgs lelted
' (continued)

Auditor’s responsibilities for the audit of the financial statements : :
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole-are
free from mat_efial misstatement, whether due to fraud or error, and to issue an auditor’s report that
- includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it
exists. Misstatements can arise from fraud or. error and are considered material if, individually or in the -
aggregate, they could reasonably be expected to influence the economic dec151ons of users taken orn the
basis of these financial statements.

- A further- descrxptlon of our responsxblhtles for the audit of the financial statements is located at the
Financial Reporting Council’s website at: :
https://www.frc.org. uk/audltorsresponSIbllmes This descnpnon forms pan of our audxtor s report

Use of our report

* This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part
" 16 of the Companies 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 oplmons we have formed.

I We

John Perry (Senior Statutory Auditor)

For and on behalf of BDOLLP, Statutory Auditor
London, UK

18 May 2020

- BDO LLP isa hmlted 11ab111ty partnershlp regxstered in England and Wales (w1th reglstered number
OC305127)
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Income statement and statement of comprehensive income

Year ended . Year ended
31 December - 31 December
2019 . 2018 -
Note __£ £
Turnover 6 26,720,771 7,675,788 |
Administratiye ekpénses (22,461,4245 L
Operating,proﬁt/ (loss) 7 -' - 4,259,347 (8,073,773)

. Fingnce income 9 A | - 1,429
Finance éxpense . 10 (2?9,6'57) | ] (1,841)

' _Pro'ﬁt/<(loss) on ordigary activities before taxat_:i'on : '3,979’,690 - (8',074,185')
Tax on>prof1t/ loss ofi ordinary activities | 11 170897 "2'74,453
Profit/ (l(')s:s) on coqti'nuing aptiViﬁes after taxation ""4,150,5.87 _ (7,799,732)
Tota! comprehensive profit/ (lbs‘s) for the peﬁod 4,150,587‘ : (7,799,732)

(15.749,561) ~+ - v

All items in the above statements derive from continuing operations.

The notes on pagés 14"tjo 30 form part of these financial statements. '

10
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Registered number: 10091788

At 31

At 31 .
December - December
S 2019 . 2018
: Note - £ £
- Non-current assets 4 ' :
Intangible assets 12 9,811,128 13,753,456
Property, plant and equipment 13 711,921 1,052,701
Right of use asset : 14 1,619,484 : -
' 12,142,533 14,806,157
. Current assets
- Trade and other receivables 15 9,504,827 1,124,194
Cash and cash equivalents ' 338,523 177,573
: - : 9,843,350 1,301,767
Total assets 21,985,883 16,107,924
Current liabilities -
Lease Liabilities 14 (2,176,140) -
Trade and other payables 16 (3,484,876) -  (3,695,566) -
" Total liabilities ' (5,661,016) '(3,695,566)
" Net assets 16,324,867 12,412,358
Equity : R .
. Share capital 17 30,637,960 30,637,960
Retained losses (14,313,093) (18,225,602)
Total equity . 16,324,867 12,412,358

The financial statements were-approved by.fhe Board and authorised for issue on 18 May 2020.

' They were signed on behalf of the Board by:

.J A A Samuels .
Director

The notes on pages 14 to 30 form part of these ﬁnéncial statements.

11
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Statement of changes in equity
Registered number: 10091788

Note.

Balance as at 1 January 2018

Shareissué - . , - 17A'

* Loss for the year
'Balance as at 31 December 2018 B

" Balance as at 1 January 2019

' Effect of adoption of IFRS 16 2

Profit for the year

Balance as at 31 December 2019

The notes on pages 14 to 30 form part of these financial statements.

Retained

12

. Shére Total.
capital losses equity
£ £ 8
6,550,897 (10,425,870)  (3,874,9_75)
24,087,06.3'» A 24,087,063
| - (7,7;99?7324)- (7,799,732)
30,637,960 - '(18,225,6025 .12',412,358.
-30;637,'960 -  (18,~225,6025 - i2,41z,3ss
| - (238,678) ('233,078)5 -
- 4,150,58? - ;'4;150,587
30,637,960 (14,313,093) 16,324,867 .
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Statement of cash flows

Note
‘Net c'ash-inﬂow/(outﬂow} from -
" operating activities : : 21
Investing activities: ’
Investment in used mternally Intang1ble ,
~ assets 12
Purchase of property, plant and equxpment 13

Net cash used in investing activities:
Financing activities: o ‘
Issue of shares - L 17

Net cash from financing activities:

Net increase/(decrease) in cash and cash equivalents

Cash and cash equlvalents at the beginning of the year.

Cash and cash equivalents at the end of the year

' The notes on pages 14 to 30 form part df these financial statements.

13

Year ended 31

Year ended 31

December 2019 December 2018

; £
12,124,159 (15,634,217)
(1,909,939) - (8,514,630)
(53,270) (303,125)
(1,963,209) (8,817.755)
- 24,087,063

. 24,087,063
160,950 "(364,909)
177,573 542,482
338,523 177,573

-~
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" Notes to the financial statements for the period ended 31 December 2019

1. ‘General information

‘ Gryphon Group Holdings Limited is a company .incorporated in the United Kingdom with Company
registration number 10091788 and is a company limited by shares The registered office is 11 Strand
London WC2N 5HR, United Klngdom .

The nature of the Company’s operations and its principal activities are-detailed in the Strategic report. . . -

Basis of preparation :

Theé financial statements have been prepared on a going concern basis under the historical cost
convention and in accordance with International Financial Reporting Standards, International
Accounting- Standards and interpretations (collectively IFRSs) and International Financial Reporting
Interpretation Committee (IFRIC) interpretations, as adopted by the European Union (IFRSs as adopted
by the EU)

The functional and presentational currency of the Company is Pound Sterling. The accounting policies
- set out below have been applied consistently to all periods.presented in these financial statements.

2. New standards,‘interpretations and amendments effective from 1 January 2018

* The only new standard impacting the Company that has been adopted in these annual financial
statements for the first time and has given rise to changes in the Company’s accounting policies is IFRS
16 Leases (IFRS 16). Details about the impact of IFRS 16 are given below. .

IFRIC 23 Uncertainty over Income Tax Treatments (IFRIC.23) is also applicable in these financial
- statements for the first time but did not result any change to the value of corporate tax or any other
liabilities. IFRIC 23 provides guidance on the accounting for-current and deferred tax liabilities and
assets in circumstances in which there is uncertainty over income tax treatments. .
'Other new and amended-standards and Interpretations issued by the IASB that will apply for the ﬁrst :
time in the next annual financial statements are not expected to 1mpact ‘the Company as they are either
“not relevant to the Company’s activities or requlre accounting which i is consistent wrth the Company s
current accounting policies.

- IFRS 16 Leases
Effective 1 January 2019, IFRS 16 has replaced IAS 17 Leases For the Cornpany, the leases that are
_affected are property rental leases

IFRS 16 provides a smgle lessee accountmg model, requiring the recognition of assets and llabllmesv
for all leases, together with options to exclude leases-where the lease term is 12 months or less, or where
the underlying asset is of low value. IFRS 16 substantially carries forward the lessor accounting in IAS
17, with the distinction between operating leases and finance leases bemg retained. The Company does
not have significant act1v1t1es acting as a lessor.

14
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Notes to the ﬁnanclal statements for the period ended 31 December 2019 (continued)

2. New standards, interpretations and amendments effective from 1 January 2019 (continued)

Transition method and practical expedients utilised

IFRS 16 provides for certain optional practical expedients, including those related to the initial adoption
of the standard. The Company applied the modified retrospective approach transitional method and the
following practical expedients when applying IFRS 16 to leases prev1ous1y classified as operatmg leases .
under 1AS 17: :

. Apply a single discount rate to a portfolio of leases with reasonably similar characteristics; '

e Exclude initial direct costs from .the measurement of right-of-use assets at the date of initial
application for leases where the right-of-use asset was determined as if IFRS 16 had been
applied since the commencement date; and : ‘

* - Reliance on previous assessments on whether 1eases are onérous as opposed to
preparmg an 1mpa1rment review under IAS 36 as at the date of initial application. -

As a lessee, the Company previously classified leases as operating or ﬁnance leases based on its
assessment of whether the lease transferred substantially all of the risks and rewards of ownership.
Under' IFRS 16, the Company recognises right-of-use assets and lease liabilities for most leases.
However, the Company has elected not to recognise right-of-use assets and lease liabilities for some A
leases of low value assets based on the value of the underlying asset when new or for short-term leases

with a lease term of 12 months or less. ' )

" On adoption of IFRS 16, the Company recognised right-of-use assets and lease liabilities in relation to
property rental leases which have previously been classified as operating leases.

The lease liabilities were measured at the present value of the remaining lease payments, discounted
using the Company’s incremental borrowing rate as at 1 January42019. The Company’s incremental
- borrowing rate is the rate at which a similar borrowing could be obtained from an independent creditor
under comp_arable terms and conditiOns. The weighted average rate apph'ed was 12%.

- Right-of-use assets are measured at an amount equal to the lease liability, adjusted by the amount of
any prepald or accrued lease payments

15
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Notes to the financial statements for the period ended 31 December 2019 (continued)

2. New standards,.inte,rpr'etatio.ns and amendments effectiye from 1 Janua;-yv2019 (continued)

The following table presents the impact of adoptmg IFRS 16 on the statement of financial posmon as,
at 1 January 2019: : .
' 1 January 2019

~ Introduction of Right-of-use assets at 1 January 2019 - . . 1,837,230
Introduction of Lease liabilities at 1 January 2019 ; . - (2,342,654)
Release of Trade and other receivables balances (note 15) C L (72,894)
Release of Trade and other payables balances held (note 16) - ' ' s 340,240
Net reduction in retained earnings , . (238,078)

Included in proﬁt or loss for the year are £217 746 of amomsatxon of nght-of—use assets- and £276 707 -
of finance expense on lease liabilities. :

The following table reconciles the minimum lease commitments disclosed in the Company’s 31
December 2018 annual financial statements to the amount of lease liabilities recogmsed on 1 January °
2019:

1 January 201’9 »
. £
- Minimum operatmg lease commitment as at 31 December 201 3 : 1,531,016
Plus: Changes in lease assumptlons : . : - 2,206,525
Undiscounted lease payments : ' - . 3,737,541
Less: effect of discounting using the mcremental borrowmg rate as at the '
date of initial application _ (1,394,887)

~ Lease llabllltles recognised at 1 January 2019 o . 2,342,654

,Signiﬁcant accounting policies subSequent to transition

All leases are accounted for by recogmsmg a right-of-use asset and a lease hablhty except for:
-. e Leases of low value assets; and
e Leases with a term of 12 months or less.

Lease liabilities are measured at the present value of the contractual payments due to the lessor over the
lease term, with the discount rate determined by reference to the rate inherent in the leasé unless (as is

typically the case) this is not readily determinable, in which case the company’s incremental borrowing: - - -

rate on commencement of the lease is used. Variable lease payments are’ only included in the
measurement of the lease liability if they depend on an index or rate. In such cases, the initial
measurement of the lease liability assumes the variable element will remain unchanged throughout the
lease tenn Other variable lease payments are expensed in the perlod to whxch they relate.
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Notes to the financial statements for the period ended 31 December 2019 (continued)

2. New standards, interbretations and amendments effective from 1 January 2019 (continued)

On initial recognition, the carrying value of the lease lability also includes:
e Amounts expected to be payable under any residual value guarantee; -
e The exercise price of any purchase option granted in favour of the company if it is reasonably
certain to assess that option; - '
e Any penaltles payable for terminating the lease, 1f the term of the lease has been ‘estimated on
the basis of termmanon option bemg exercised.

Right of use assets are initially measured at the amount of the lease 11ab111ty, reduced for any lease '
incentives received, and increased for: : :
- Lease payments made at or before commencement of the lease;
o Initial direct costs incurred; and : .
. »  The amount of any provision recognised where the company is contractually required to
dlsmantle remove or restore the leased asset .

- Subsequent to initial measurement lease liabilities increase as a result of interest charged at a constant
rate on the balance outstanding and are reduced for lease payments made. Right-of-use assets are
amortised on a straight-line basis over the remaining term of the lease or over the remaining economic.
life of the asset if, rarely, this is judged to be shorter than the lease term. Lease liabilities are remeasured

. when there is a change in future lease payments arising from a ehange in an index or rate or when there

is a change in the assessment of the term of any lease.

A 3. Standards issued but'not yet effective

' There are a number of standards, amendments to standards, and interpretations which have been issued

by the IASB that are effective in future accounting periods that the Company has decided not to adopt

- early. The following amendments are effective for the period beginning 1 January 2020:

— IAS 1 Presentation of Financial Statements and IAS 8 Accounting Pelicies, Changes in
Accounting Estimates and Errors (Amendment — Definition of Material) " .

— IFRS 3 Business Combinations (Amendment — Definition of Business) .

- Revised Conceptual Framework for Financial Reporting -

The Company is currently assessing the impact of these new accounting standards and estimates. '

17



GRYPHON GROUP HOLDINGS LIMITED -
Annual report and financial statements 2019 o
Notes to the financial statements for the period ended 31 December 2019 (continued)

4. Accounting poiicies

Going concern

The Company is a start-up business, which together with its Parent Company and its subsidiaries,
markets an insurance proposition, and.faces the normal inherent risks associated with being a start-up
" business: As with any start-up proposition there is a risk that margins are significantly lower or sales
volumes are significantly lower o'rvwill occur significantly later than anticipated in the business plan.
Until the value of monthly commissions and administration fees received on policies in force exceeds
monthly costs in the Parent Company’s subsidiary, Guardian F inancial Services Limited, the combined
businesses will continue to be loss making and therefore need funding. The Directors have reviewed
- the stressed forecasts, projections and associated funding requirements of the businesses controlled by
the Parent Company. which have been prepared for the period to 31 December 2021 and include -
substantial reductions in sales, potentlally as a result of the impact of the Covid-19 pandemic.

" In order to mitigate' the any funding shortfall arising from these conditions management have obtained * - - v

a letter of support from its Parent Company, who have confirmed that they will provide financial support
‘to the Company for at least 12 months from the date that these Fmanclal Statements are approved
sufficient to its forecast 11ab111t1es as they fall due for payment.

After making enquiries, the Directors have a reasonable expectation that the Company has adequate:
resources to continue in operational existence for the foreseeable future. Accordingly, they continue to
_ adopt the going concern basis in preparing the financial statements and the financial statements do not
include any adjustments should the going concern basis of preparation be inappropriate.
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Notes to the financnal statements for the penod ended 31 December 2019 (contmued)

4. Accounting policies (continued)

Taxation : :
.Tax expense compnses current and deferred tax.

Current tax : :
Current tax assets and liabilities comprise those obhgatlons to, or claxm from, ﬁscal authorities relating
to the current or prior reporting period, that are unpaid at the reportmg date.

'Deferred tax :

Deferred tax is provided. in respect of temporary dlfferences between the carrying amounts “of assets
and liabilities and their tax bases. Deferred tax liabilities are recognised for all taxable temporary
differences. Deferred tax assets are recogmsed to the extent that it is probable that future taxable proﬁts :
will be available against which the deferred tax assets can be utlllsed

Deferred tax is not recognised if the temporary difference arises from the mmal recognition of goodwill
- (if any) or from the initial recognition of other assets and liabilities in a transaction, other than a business
combination (if any), that affects neither the tax nor the accounting profit. ‘

Deferred tax assets and liabil_ities are calculated at the tax rates that are expected to be applied to their '
respective period of realisation, provided they are enacted or substantially enacted at the reporting date.

Where applicable, deferred tax assets and liabilities are offset when there is a legally enforceable right
to set off, when they relate to income taxes levied by the same taxation authority and the Company
intends to settle on a net basis. ’ ) ) - ..

Changes in deferred tax assets and liabilities are recognised as a component of tax expense in the income
statement, except where they relate to items that are charged or credited directly to ‘equity, in which
case the related deferred tax is also charged or credited directly. to equlty

‘ Operatmg leases
Up until the implementation of IFRS 16 on 1 January 2019 Operatmg lease payments, net of lease

" incentives, relating to leasehold payments were recognised as an expense in the income statement on a
straight-line. basis over the lease term. ‘ '

T rade and other payables :

' "Trade payables are initially measured at their fa1r value and are subsequently measured at thelr
_ amortised cost usmg the effective interest method. The-effective interest rate method allocates interest
expense over the relevant period by applymg the effectlve mterest rate to the carrymg amount of the
liability.
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Notes to the financial statements for the penod ended 31 December 2019 (contmued)

—

4. Accounting policies (continued)

Financial instruments .

In accordance with [FRS 9, F mancxal assets and financial liabilities are recognised-on the statement of -~ -

. financial position when the Company becomes party to the contractual provisions of the instrument.
Financial assets are de-recognised when the contractual rights to the cash flows from the financial asset
expire or when the contractual rights to those assets are transferred. Financial liabilities are de-
recognised when the obligation specified in the contract is discharged, cancelled or-expired. - - - -+ - -

A financial asset is classified as a fair value through the profit or loss (FVTPL) if:
o the de51gnat1on eliminates or sngmﬁcantly reduces a measurement or recognltlon inconsistency .
that would otherwise arise; or ' : '
o the financial asset is managed and-its performance is evaluated on a fair value bas1s in
accordance with the Company 'S documented risk management strategy

Financial assets at FVTPL are stated at fair value, with any gams or losses arlsmg on re- measurement
recognised in the i income statement.

Borrowmgs

Borrowings are recogmsed initially at fair value, net of transaction costs incurred ralsmg ‘those
- borrowings. Borrowings are subsequently stated at amortised cost; any difference between the proceeds
(net of transaction costs) and the redemption value is recognised over the penod of the borrowmgs using .
the effective interest method. '

Cash at bank and in hand _
Cash comprises of cash in hand, cash at bank and demand deposits.

Property plant and equzpment
Property, plant and equipment are stated at cost less accumulated deprec1at10n and accumulated

impairment losses. Cost includes expenditures that are directly attributable to the'acqulsmon of the.. . . ..

- asset. Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset as
appropriate and only when it is probable that future economic benefits associated with the item will
flow to the Company-and the cost can be measured reliably.

S ‘Depreciati'on is provided to write off the cost, less estimated residual values, of all propeny, plant and
equipment evenly over their expected useful lives. It is calculated at the followmg rates:

e Leasehold 1mprovements — 14.3% per-annum
¢ . Computer equipment — 33.3% per annum
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4. Accounting policies (continued)
Intangzble assets
Intangible assets, comprising the software systems necessary to support the admlmstratlon of insurance

products, are those that are developed internally, considered separable, and where it is probable that

" they will produce future economic benefits for the Company that are based on reasonable ‘and -
supportable assumptions. They are recognised at their cost when they meet the requirement of being .
technically and commercially feasible. Internally developed software has an estimated useful life of
three years from the point that it is brought into use and is amortised on a straight-line basis.

Right of use assets and Lease liabilities -
Right of use assets are initially measured at the amount of the lease liability, reduced for any lease

mcentwes received, and increased for:
e lease payments made at or before commencement of the lease;
e initial direct costs incurred; and - ‘
e the amount of any provision recogmsed where the Company is contractually requxred to
"dismantle, remove or restore the leased asset (typically leasehold dilapidations):

Subsequent to initial measurement lease liabilities increase as a result of interest charged at a constant
rate on the balance outstanding and are reduced for lease payments made. Right-of—use assets are
amortised on-a straight-line basis over the remaining term of the lease or over the remaining economic
life of the asset if, rarely, this is judged to be shorter than the lease term..

5. Critical accounting estimates and judgements

- The preparation of financial statements in compliancé with TFRSs requires the Compaﬁy’s Directors to
make certain critical accounting estimates and exercise judgements, as well as making certain
assumptions and estimates regarding the future. These estimates and judgements are continually
evaluated based on expectations of future events that are believed to be reasonable under the
circumstances. In the future actual experience may differ from these estimates and assumptions. The
only estimates and assumptions that are considered to have a significant risk of causing a material
' adjustment to the carrying amounts of the assets and liabilities within the next financial year are those
related to the impairment of tanglble and intangible assets and.the assessment of whether the Company
isa gomg concern.

At each balance sheet date, the Company reviews the carrying amount of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment loss.
_If any such indication exists the recoverable amount of the asset is estlmated 1n order to deterrnme the

. extent of the impairment loss, if any.
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" 5. Critical accounting estiniates and judgements (continued)

Recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing value -
in use the estimated future cash flows are discounted to their present values using a pre-tax discount
‘rate that reflects current market assessments of the time value of money and risks specific to the asset -
for which the estimates of future cash flows have not been adjusted. If the recoverable amount of an
asset is estimated to be less than its cafrying amount, the carrying amount of the asset is reduced to its
recoverable amount. An impairment loss is recognised immediately in the income statement, ‘unléss the
relevant asset is carried at the revalued amount, in which case the impairment loss is treated as a

revaluation decrease. -

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the
revised estimate of its recoverable amount, so that the increased carrying amount does not exceed the *
carrying amount that would have been had no impairment less been recognised for the asset in prior
* years. A reversal of .impairment loss is recognised immediately in.the income statement, unless the
relevant asset is carried at the revalued amount, in which case the 1mpa1rment loss is treated as a
revaluation increase. '

6. Turnover

. . R » ' . .
On 1 August 2018, prior to the launch to the whole of market later that month, the Company started to -
recharge Guardlan Financial Services Limited for the services that it provides to support the activities
of that company. Rechargc income has been classified as income.

7. Operaﬁng loss ,
Year ending - Yearending

December - * December
2019 . 2018
£ - £

Operatmg loss is stated after chargmg . .

. Staff costs (note 8)- S ' ' 7,587,952 " 5,319,463

" Amortisation of intangible assets (note 12) =~ - . : 5,852,267 2,880,988
Amortisation of right of use assets (note 14) 217,746 ' -
Depreciation of property, plant and eqmpment (note 13) 394,050 360,605

Rent : S - ‘ 384,248

" Auditors’ remuneration of £23,500 (2018: £21,900) was paid in respect of the Company, £13,500 (2018:
£12,400) in respect of the audit of the Parent Company and £45,800 (2018: £43,700) and £nil (2018:
£4,800) in respect of the audit of its’ other subsidiaries, Guardian Financial Services Limited and
Guardian Assurance Limited. Guardian Assurance Limited has been dormant in 2019. Tax compliance
work of £13,075 (2018: £6,000) and 2017 R&D clalm work of £18,750 (2018: £18,000) were also paid
to the Company s auditor during the year.
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Notes to the financial statements for the penod ended 31 December 2019 (contmued)

8. Staff costs

Year ending

- Year ending
December December
2019 2018
T £
Staff Costs (mcludmg Dtrectors) consist of: o -
- Wages and salaries 6,316,631 4,390,150
Social security costs : 753,477 533,375
Other employee benefits — insurances 118,143 74,947
: Pensmn costs - 399,701 320,991
7,587,952 5,319,463 .
The average number of employees (including’ Dlrectors) employed
by the- Company durmg the perlod was: - ' , 106 70

Included in staff costs above were Dlrectors emoluments as listed below:
Year ending

Year ending

December December
. 2019 2018
, £ £
. Aggregate emoluments 258,120 344,159
Pension costs : - -

o ' 258,120 344,159
Highest-paid Director - , ,
Aggregate emoluments ' 170,620 294,159
Pension costs = - ' ) - -

‘ : 170,620 294,159
"~ 9. Finance income . . .
' . Year ending “Year ending
December December
2019 2018 -
£ £
Other interest receivable o : ' - 1,429
: ' - 1,429

In 2018, interest was earned on late payment of the 2017 research and development tax claim from Her

Majesty s Revenue and Customs
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10. Finance expense

Finance expense on lease liabilities (note 14)
Bank charges .

'11. Tax on loss on ordinary activities -

. Total tax credit

- The tax charge can be reconciled to the loss for the period as follows:

Profit/ (loss) on ordinary activities before tax

Profit/ (loss) before tax multiplied by the effective rate of
corporation tax in the UK of 19. 0()% (2018: 19.00%)
Effects of:

Transfer pricing adjustment

Expenses not deductible for tax purposes

Corporate interest deduction ,
Excess of capital allowances over depreciation
Movement in temporary differences

Research and development clalm

Changes in tax rates :

Total tax for period

1841 .

Year ending Year ending -
December December
2019 2018
£ e’
276,707
2,9501._;,.
279,657 1,841
Year ending - Year ending
December December
' 2019 2018
N ' : £
170,897 274,453
Year ending Year ending
- December December
2019 2018
3,979,690 (8,074,185)
756,141 (1,534,095)
999 92
30,556 28,081
(707,997) 1,344,448
(170,895) (274,453) .
(79,699) 161,474
(170,895) (274,453)

On 24 April 2020, the: Company received £170,895 from HMRC for a claim 'forA-rés'earchAand
development costs incurred in the period ending 31 December 2017. The £274,453 claim for period
ending 31 December 2016 was received from HMRC on 16 January 2019.
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11.. ‘Tax on loss on ordinary activities (cohtinued)

The Corh_pany is in the process of preparing the equivalent claim for the year 31 December 2018. Due
to the uncertainty associated with determining the amount the Company is likely to receive in respect
* of the 2018 claim, no amounts have been recognised for them in these financial statements. -

There is an ﬁnrecoglﬁsed deferred tax asset of £2,079,453 (2018: £2,627,767) in relation to losses for
" the year. This has not been recognised as it is not certain that these losses w111 be utilised in future
penods : ‘

12. Intangible assets

‘ , . - . : ' : Software
Cost ST ' o : S - £
Balance at 1 January ST ' 16, 634,444
Additions . S X 11,909,939
Balance at 31 December . _ o : - 18,544,383
Accumulated amortisation . : '
Balance at 1 January . S , o 2,880,988
Amortisation charge for the year . . o ' o 5,852,267 .
_Balance at 31 December _‘ _ o - 8,733,255
"Net book value - :
‘At 31 December 2019 B - 9,811,128

At 31 December 2018 - : A A . _ ' 13,753,456

Internally developed software assets include the cost of developing the software systems necessary to
support the new products. These assets allow the Company to provide better services to a fellow
subsidiary of the parent company, Guardian Financial Services Limited, and thereby generate greater
“future income’ from management charges and make a positive return on the cost invested. This
assessment is supported by the plans of the business. :

25



GRYPHON GROUP HOLDINGS LIMITED
Annual report and financial statements 2019
Notes to the financial statements for the perlod ended 31 December 2019 (contmued)

13. Property, plant and ei]uipment A
' Computer ' Leasehold

. equipment improvements - Total
Cost : o : £ £ 3
Balance at'1 January ' 816,866, . 749339 1,566,205
Additions : : ' 39,496 - 13,774 53,270
Balance at 31 December : 856,362 ' . 763,113 1,619,475
'Accumulated depreciation : | :

. Balance at 1 January _ - 371,092 . 142,412 513,504

* Depreciation charge for the year . , 284,836 - . 109,214 394,050

Balance at 31 December S 655,928 251,626 907,554

' Net book value A . _ o '
At 31 December 2019 - : 200,434 . 511,487 711,921
At 31 December 2018 . 445,774 606,927 1,052,701
14. Right of Use Assets and Lease liabilities

Right of Use Lease

Assets liabilities

' : : £ ‘ £

Balance at 1 January 2019 P - 1,837,230 (2,342,654)
Amortisation/ Finance expense , (217,746) (276,707)

Rent payments : - o - 443221

Balance at 31 December 2019 -~ . 1,619,484 - (2,176,140)

Balances at 1 January 2019 were created as a result of the adoption of IFRS 16 (note 2).
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15. Trade and other receivables

2019 2018
: £ £
Other debtors - ‘14,519
Amounts due from Group undertakmgs : : 8,947,616 - 341,341
Prepayments and accrued income ' ' 386,315 493,881
Corporation tax receivable ' o .170,896 274,453
: B 9,504,827 1,124,194

* See note 19 for more details about Amounts due from Group undertakings. Prepayments and accrued
income included £72,894 of prepaid rent costs at 31 December 2018 which were adjusted on 1 January
2019 when IFRS 16 was adopi;ed (see note 2). Amounts due from Group undertakings are recoverable

on demand and corporation tax receivable is recoverable within six months.

16. Trade and other payables o
: : 2019

2018
£ - £
Trade creditors ‘ ' 946,250 1,226,997 -
Amounts due to Group undertakmgs ‘ ‘ . 421,476 -~ 605,560
Accruals and deferred income . R 1,857,004 1,628,959
‘Taxation and social security ¢« 260,146 234,050
' - : - 3,484,876 3,695,566 .

~ See note 19 for more detail about Amounts due to Group undertakings. Accruals and deferred income .
included £340,240 in respect of rent-free accruals at 31 December 2018 which were removed on 1

J anuary 2019 when IFRS 16 was adopted (see note 2).

17. Called up share capital o
2019

2018 -
: ‘ , : ' £ - £
Authorised, allotted, called up and fully paid . .
306,379,600,000 (2018: 306,379,600 000) ordlnary shares of 30,637,960 30,637,960
~ £0.0001 each .
30,637,960 .

30,637, 960

Transaction costs of £130, 948 ‘were incurred ralsmg capltal in 2017 and contmue to be mcluded asa

cost of equlty
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18. Reserves

* The following describes the nature and purpose of each reserve within equity:

Reserve - o - " Description and purpose
Share capital - Nominal value of share capital subscribed for.
Retained losses : Net gains and losses and transactions with owners not-

‘ ' recogmsed elsewhere. -
19. Related party transactions - :

During the year the Company (1ncurred) and recovered administration costs (to) and from related partles
-as follows:

2019 - 2018
£ - £
Guatdian Financial Services Limited ... .. . : 126,720,771 .. 7,675,636, .
Punter Southall Governance Services Limited ’ _ 212,079 140,570
Punter Southall Group Limited - . _ ' (64,152) (23,255)
~ Punter Southall Defined Contribution Consulting Limited - (7,807)
Red Arc Limited . .- (5,655) . (5,655)
TORI Limited - ‘ : : o (258,401) ‘ -
Amounts payable to related parties were as follows: : .
‘ : : 2019 2018
£ . £
Punter Southall Group Limited B 21476 . 354,824
Guardian Financial Services Limited. : - 250,736
‘ 421,476 - 605,560 -
Amounts recoverable from related paftiés were as fellows:
‘ : ‘ . ' 2019 2018
£ R 3
Punter Southall Governance Services Limited | - 36736
Guardian Financial Services Limited : 8,947,597 -
GGH (Jersey) Limited ' : S - 304,605 .

8,947,597 341,341

The compames listed above are all part of the Punter Southall Group, of which Punter Southall Group
" Limited is the ultimate Parent Company No interest accrues on amounts payable to or recoverable from
. group undertakmgs all of which are short term balances and repayable on demand.

28



GRYPHON GROUP HOLDINGS LIMITED
Annual report and financial statements 2019 :
" Notes to the financial statements for the period ended 31 December 2019 (contmued)

20. Management of capital

‘Capital is considered to be the reserves and ordinary share capital in issue: - . _
o - : - . 2019 2018

‘ A _ : o , £ £ .
Ordinary shares : ' : ‘ 30,637,960 - 30,637,960

" Retained earnings A : o . : (14,313,093) 18,225,602y
oo ' ' 16,324,897 12,412,358

Company objectives when managing capital are:
e To safeguard the entity’s.ability to continue as a gomg concern, SO that it can continue to
prov1de returns for shareholders and benefits for other stakeholders and
» To provide an adequate return to shareholders by pricing services commensurately with the
level of risk. ' : o ' '

. 'The Company is ﬁot subject to externally imposed capital requiréménts other than the minimum share
capital required by the Companies Act, with which it complies.

The period end capital position is reported to the operational Board on a monthly basis. The capital
position is also given due consideration when corporate plans are prepared, calculatmg the future
requlrements based upon the three-year financial forecast : '

21. -Net cash outflow from operating activities o
: 2019 ' 2018

£ £

Profit/ (loss) for the year ‘ ' 4,150,587 (7,799,732)
Adjustments for : : _ A
Amortisation of intangible assets (note 12) . , 5,852,267 2,880,988
Depreciation of property, plant and equipment (note 13) 394,050 -360,605

. Amortisation of right of use assets (note 14) . . 217,746 ' - -
Increase in trade and other receivables* (note 15) - (8,453,527) (804,0406)
Increase/ (decrease) in trade and other payables* (note 16) ' 129,550  (10,272,032) -
Movement in value of lease liabilities (note 14) - (166,514) -
Net cash inflow/ (outflow) inflow from operating activities : - 2,124,159 (15,634,217)

*Numbers are quoted exclusive of the adjustment prompted by the adoption of IFRS16 (seé note 2).- -
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22. Financial.instruments

The key financial risk faced by the Company is liquidity risk. The liquidity of the Cornpany and the '
Parent Company are monitored together on a regular basis. -

Liquidity risk : : :

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall

due. The Parent Company holds credit facilities and subscription agreements to meet its commitments

and those of the Company. The commitments of the Company and those of the Parent Company and
" progress against the business plan are monitored closely to ensure that the conditions of credit facilities -

are met and sufficient credit is accessed. The Parent Company has provided a letter of support to the ™~ -

Company to the effect that it will continue to provide the funds necessary to meet its forecast
commitments as they fall due for at least 12 months from the date that these Financial Statements are
approved (see note 4). ‘

23. Post balance sheet events

In March 2020 in became apparent that the Covid-19 pandemic would have a significant impact on
business in the UK and the world. Like all businesses around the world, the recent Covid-19 pandemic
will have an impact on the Company This could result in fewer sales and increased lapses of insurance
policies, an increase in claims, less efficient working practices and hlgher levels of bad debt if the
“financial adv1sers and the suppliers fail. :

"The business has already successfully transitioned to a fully remote model of working, is working
with the third parties that it deals with to adapt to their changing needs and, together with the other
companies in the Punter Southall group, carries out regular liquidity stress testmg on cashflow
forecasts to monitor and manage the 1mpacts of this kind of event.

24, Immediate and ultimate Parent Company
The immediate Parent Company is GGH (J ersey) Limited, a  company incorporated 1y Jersey.
The Company’s ultimate Parent and controllmg undertakmg is Punter Southall Group Limited, an entity

incorporated in the United Kingdom. Punter Southall Group Limited is the Parent of the largest group
of which the Company is a member.

Copies of the ﬁnanci-al statements of Punter Southall Group Limited can be .obtained from the Company " -

Secretary: Punter Southall Group Limited, 11 Strand, London WC2N 5HR United Kingdom.

30



