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ARTHUR J. GALLAGHER INSURANCE BROKERS LIMITED

STRATEGIC REPORT .
FOR THE YEAR ENDED 31 DI‘IIEMBER 2020

The Directors present their Strategic Report for the year ended 31 December 2020.
REVIEW OF BUSINESS

The principal activity of the. Company in fhe year under review w as that of'ins'urance broking. t is expected that there wil
be no significant change to the nature of the Commpany's activities in the foreseeable future.

The Company is aw holly ow ned subsidiary of Arthur J. Gallagher & Co., a company inéorporated in the United  States of

America-and is included in. the publicly available consolidated financial statements of Arthur J. Gallagher & Co. ("the
Group"). The Group's strategic focus continues to be on the organic grow th of exnstlng core business, the acquisition of
complementary businesses and improvements in operational efficiency.

24,

o

The Company continues to benefit from both organic grow thand past integration activity w hich has resulted in improved .

leverage withinsurer partners allow ing us to offer our clients better products at better prices and all round better service.

As a result revenue has grow n due to an increase in new clients and improved cross-selling of a-w ider product set. 2020-

also saw the continuation of our M&A strategy and the Company successfully corrpleted the |ntegrat|on of Ihsurance
Dialogue leted and Purple Bridge Group Limited.

For the year ended 31 December 2020 the Company recorded turnover of £291,456k, an increase over prior year of
- £47,199k {19.3%) with a profit before tax of £66,045k, an increase over prior year of £32,622k (97.6%). The growthin
turnover was principally driven by the impact of acquisitions, new customer wins, continued cross-selling and increased
. rate in the market. The m'provement in profit before tax can be attributed to mcreased turnover and continued cost control
and efflmency savmgs

Given the external developments and geopolitical disruption in relation to the ongoing COVD-19 pandemic, future . °

forecasts and projections have taken these conditions into account. The Company is fully operational, has deployed
continuity protocols and has not been materially impacted by the COVID-19 pandemic. The Company has adequate
resources to continue in operational existence for a period to 30 September 2022 and no material uncertainties related to
going concern have been identified. .

SECTION 172 STATEMENT

The Directors of Arthur J. Gallagher lnsurance Brokers Limited have rega_rd to the interests of the Company's s takeholders.

in accordance withs172 of the Companigs Act 2006.

The results of the Company for the year ended 31 December 2020 are set out in the flnanmal statements on pages 11 to -

The Directors recognise their responsibﬂity to act in good faith to bromote the success of the Conmpany for the benefit d‘

its shareholder, the Gallagher Group, while also considering the impact of their decisions on other stakeholders. These
stakeholders include clients, strategic partners (for example, insurance companies), employees, suppliers, our regulator,
the environment and the wider community. Engagement with these stakeholders, to understand the issues and factors
w hich are most important to them, is an important aspect of our decision-making process. In making key decisions, the
Directors consider the outcomes of engagement with the relevant stakeholders. Set out below are threé key decisions
taken by the Directors during 2020, w ith details of the stakeholder engagement process undertaken ‘in arriving at them,
and how it influenced the decisions taken. ' :

COVID-19 pandemic and ourresponse ) : _ N

Context

During the 2020 financial year, the COVD-19 pandemic had far-reaching consequences for UK businesses, including

Arthur J. Gallagher Insurance Brokers Limited. Throughout - the year, the Board considered how the pandemic, ‘and the
-resultant Iockdowns would impact the business, and each of its stakeholders, including clients, suppliers, our regulator,
and the Company's employees. Decisions taken by the Company’s board took into account the impacts of the pandemic
on these groups, and sought to ensure that the Company could continue to act in all ‘stakeholders' best interests.

How the Directors engaged with stakeholders:

The COVID-19 pandemic affected all our stakeholders. Employees are a key stakeholder group for the Company and,
early in the year, the Board was quick to consider the potential impacts . on employee well-being. Decisions were taken
sw iftly to assist the workforce in the move to home-w orking and this proved to be successful, with the w hole busmess
home-w orking by Q2 2020.- )

The Board identified potential challenges of engagement and motivation among employees, and actions were taken to
address them, withregular weekly contact fromline managers and teams through a number of interactions suchas virtual
social events, virtual team meetings and lunches, w hich helped our enployees to maintain contact as well as a sense of
belonging. The directors w ere aw are of the need for regular communications with the workforce, and took a particular
interest in supporting any staff who might be considered vuherable. :
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'ARTHUR J. GALLAGHER lNSURANCE BROKERS' LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2020

SECTION 172 STATEMENT - continued : .
COoVID-19 pandem‘ic and our response -continued

Flexible hours were offered to employees w ith childcare responsibilties. The aim of these initiatives was, to keep our
employees engaged and productive, communicating and assisting clients.

“The Board w as also interested to understand the position of key suppliers, one of w hichw as the Gallagher Service Centre
(GSC) based in India. The Board took an interest in the welfare of GSC employees, - and w as briefed on services levels;
whichremained high throughout 2020.  Efforts w ere also made to keep our regulator updated, and an rncreased volume
of data was requested by, and provided to, the FCA durrng the lockdow n periods..

Outcomes: :

The team remained resilient throughout 2020 and rmrntalned a high level of service to our clients. Staff turnover at the

end of the year w as low and staff morale remained high, in the circumstances. Careful consideration of our stakeholders,

including our valued employee base, and suppliers such as GSC, contributed to a strong performance by Arthur J Gallagher
- Insurance Brokers leted in 2020, in spite of the many challenges resumng from COVID-19. .

Em ployee Engagement Survey (Nov 2020)

‘Context:
Employees are a key stakeholder group for the Con'pany, berng the key producers of revenue for the Company.

How the Directors engaged w ith stakeholders: -

One of the key tools used by the Board in understanding employee sentiment is the annual Employee Engagement Survey,
_ ‘conducted in the third quarter of 2020, led by the HR function and facilitated by an external provider, Ixia. Areas covered
by the survey included Manager Effectiveness, Communication, and Diversity. The response rate to the survey was very
high, at 91%, and the engagement score was also high at 80%, six percentage points ahead. of prior year. The Board
noted that responses were overw helmingly positive across the employee population, despite the many challenges w hich
had arisen during 2020 as a.result of the COVID-19 pandemic.” The Directors review ed the survey resuits, and actively
challenged management on the frndungs but w ere encouraged by the posrtrve picture of errployee engagement “which they
provided. .

Outcomes: :
It was agreed that, based on errployee feedback an action plan for errployee engagement w ould be created and brought
back to the Board for review.

Acquusrtlon of the Bollmgtpn Wilson Group

Context

During 2020, the Board of Arthur J. Gallagher Insurance Brokers Limited w as presented with the opportunrty to acquire the
Bollington Wilson Group. 'Bollington was founded in 1973 as a local community broker and had since grow norganically
and through acquisitions to become a sizeable ‘broker specialising in mid-market commercial, niche lines, and SME &
micro-SME businesses as well as personal fines. The business is based in the North West of England, operating out of
seven offices, and with over 230,000 customers. Among the stakeholders’ with an-interest in the Bollington acquisition
were our regulator, the FCA, Arthur J. Gallagher Insurance Brokers Limited’'s existing employees, and errployees of the
Bollington business. .

How the directors engaged w ith stakeholders: )

‘In evaluating the acquisition of Bollington, an important factor for the Board w as the cultural fit betw een Bollington and the
‘Company. Based on thorough due diligence work, it was determined that the cultural fit betw een the tw o businesses
should be strong. Bollington employs over 400 people, and ensuring that these employees could transition successfuly
into the Gallagher group, and build careers with us, was an important consideration in evaluating the "acquisition.

Acqutsrtrons such as Bollington can also provide new opportunmes for existing Gallagher errployees another attractive
aspect of the transaction. -

Careful attention was also paid to Bollington's chent ‘base, located predominantly in the North-West of England. me
diigence show ed that Bollington’s book of business would be a good fit with Gallagher's, and that the range of services
offered by each could be of benefit to the other’s customer base.

The Company also engaged with its regulator the Financial Oonduct Authorlty in seeking approval for the Bolllngton
acquisition to proceed. L

Outcomes:

The successful corrpletlon of the acquisition” of Bollington was announced on 8 February 2021, follow ing full regulatory
approval. The integration_of Bolington, and its employees and clients, into the Gallagher group is w ell underw ay, and the
transaction has been wellreceived-by Gallagher’s Retail staff. ) .

2
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ARTHLUR J. GALLAGHER INSURANCE BROKERS LIMITED

STRATEGIC REPORT . 4
FOR THE YEAR ENDED 31 DECEMBER 2020

SECTION 172 STATEVIENT —contlnued

These decisions underline the importance of consrderatron of a range of stakeholder interests to the Corrpanys decrsmn-
making. .

The Company, its Directors and its management. remain fully committed to engaging effectlvely with the Company's key
stakeholders as ‘part of their decision-making process, and will continue to do so in future.

STREAMLINED B‘JERGY AND CARBON RB’ORTING (SB:R)

The UK governments SECR policy was implemented on 1 April 2019 when “The Oorrpanles (Directors’ Report) and
Limited Liabilty Partnerships (Energy and Carbon Report) Regulations 2018” came into force. The legislation requires that
large (as defined in sections 465 and 466 of the Companies Act2006), unquoted companies report on UK energy use and
associated greenhouse gas emissions relating to gas, electricity and transport fuel as weII as an intensity ratio and
information relatmg to energy efflclency actlon through its annual report i

For GGB UK companies, the Directors decided to aggregate the report and consolidate the energy and carbon information
under SECR Detailed disclosures can be found within the Strateglc Report of Arthur J- Gallagher Holdings (UK) Limited
year ended 31 Decenber 2020 financial statements.

‘PRINCIPAL RISKS AND UNCE?TAINTIES

- The Group's international operations and debt profile expose it to a variety of financial and operational risks including the
effects of change in foreign currency exchange rates, counterparty credit risks, compliance risk, liquidity and interest rates.
The UK Group's Board of.Directors are responsible for setting the UK Group's risk appetite and ensuring that it has an
appropriate and effective risk management framework and monitors the ongoihg process for identifying, evaluating,
managing, and reporting the most material risks. To facilitate this, the UK Group maintains a risk framew ork, through w hich
the key risks affecting the UK Group are identified, assessed and monitored: Each business entity also undertakes a similar
process and these riskprofiles help inform the overall risk profile of the UK business. This is review ed by each business
division's risk and conduct committee and in turn the combined risk profile is overseen by the GGB —-UK Risk Committee,
whichis chalred and attended by mdependent non-executive merrbers and reports to the Board of Dlrectors

The UK Group has in place a risk management programme- and policies in the context of the w.ider Group risk framew ork.
This risk management  programme seeks to manage any adverse impact upon the Group caused by the nature of its
principal activity. The approach to the S|gnrf|cant risks is noted below

Borrowmg facmtles and liquidity risk

Operations for the Group are financed by a mixture of shareholders' funds external borrowing facnlrtles, mter -group
borrow ings and cashreserves. The objective is-to ensure amix of funding methods offering flexibility and cost effectiveness
to match the needs of the Group Forw ard looking cash flow projections are prepared on a regular basis to assess funding
requirements.

Foreign currency risk : : : i
The Group's major currency transactron exposuré arises in respect of transactions with fellow group undertakings and .
foreign currency revenue earned in the UK. As a consequence the Group's results are sensmve to changes in forexgn -
currency exchange rates.

" In the rmnagement of its exchange rate ei(posures the Group utilises currency derivatives on a non-speculaiive basis to
- hedge future transactions and cash flow s and is therefore party to a numbér of forw ard foreign currency contracts.

Interest rate risk
Interest rates on the Group's formal intra-group Ioans are fixed in nature and set in accordance with the wider ‘Group
treasury and transfer pricing policies.

Counterparty credlt risk .
The Group is exposed to credit related losses in the event of non- perforrrance by counterpartres to fmancral assets but
mitigates such risk through its policy of selecting only counterpartles with high credit ratings or arranglng beneflaal credit
terms in accordance w ith the Group's investment and counterparty policy.
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ARTHUR J. GALLAGHER INSURANCE BROKERS LIMITED

STRATEGIC REPORT 7
FOR THE YEAR ENDED 31 DECEMBER 2020

PRINCIPAL RISKS AND UNCERTAINTIES- continued

Compliance risk . :
The Group is exposed to regulatory risk from the potential failure to comply with the relevant Iaws and regulations for
insurance intermediaries. To mtlgate this, the Group has a risk and compliance function, corrpnsnng members with
experience of w orking at regulators, insurers, brokers and other financial institutions and has a control framew ork that has’
been rolled out and embedded w ithinthe culture throughout the Group to reduce the risk of non-conpliance.  This includes
regular assessments w ithin the business togain assurance on conpliance and monitoring of the cormpliance and regulatory
- requirements, w ith regular reporting to the Risk Committee and Board of Directors, and the Group has a proactlve open
relationship withthe regulator : ’

Operational risk : :

The Group has identified the key operational risks to WthhIt is exposed, principal among whichare errors or omsswn
leading to the incorrect placement of client insurances, the protection of client information, the prevention of cyber and
financial crime,. suppllers facilties and [T resilience, M&A, conpliance with regulations and not least employees. An-
.appropriate: control framework has been deployed to manage and mitigate these key operational risks. The overall
operational resilience of the Group was demonstrated by managing a significant test in 2020, the Covid 19 pandemic.
There is a defined risk framew ork for the assessment of the risks- through the acquisition of organisations and their
integration into the Gallagher organisation. The assessment. of nsks also includes elements of stress testing and
assessments of operatlonal and financial resilience. .

BY ORDER" OF THE BOARD:. -

Austarr C_#eel
- Alistair C. Peel (Aug 5, 2021 17:14 GMT+1)

A Peel - Secretary .

5 August 2021
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ARTHUR J. GALLAGHH! INSURANCE BROKERS 'LIMITED

DIRECTORS' RE’ORT
FOR THE YEAR ENDED 31 DECEMBER 2020

The Directors present their report w ith the audrted financial statements of the Company for the year ended 31 December
2020. The results forthe Company for the year ended 31 December 2020 and future developments are discussed in the
Strategic Report. :

DIRECTORS OF THE COM PANY
The Dlrectors w hohave held office durlng the period from 1 January 2020 to the date of this report are as follows:

LPatten (Non-Executive) -~

J Drummond-Smith  (Non-Executive)
S Green (Non-Executive)

M Rea

J Whittingham

Other changes in Eﬁréctors hplding office are as follow s:

C Grint - resigned 18 September 2020
M Bree - appointed 5 December 2020

C Richmond - resigned 1 January 2021
C Scott - resigned 1 January 2021

D Cousins — appomted 21 June 2021

DlVIDB\IDS

No dividends w ill be distributed forthe yeat ended 31 Decerrper 2020 (201 9 £nil)..

EVENTe AFTER THE RE’ORTING PERIOD | '

lnformatlon relating to events after the reporting penod |s glven in note 20 to the financial statements.
EMPLOYEES ‘

The OonpaAny is an equal opportunities employer and bases all decisions on individual ability regardless of race, religion,
gender, age or dssablhty The s172 statement on page 3 in the Strateglc Report provudes further detalls on employee
engagement

DIRECTORS' JINDBVINITY PROVISIONS

The Directors have beneflted from: quallfymg thlrd party mden’mty provisions during the fmancnal year and to the date of
this report.

DIRECTORS' RESPONSIBILITIES STATEMENT

The Directors are responsible for preparing theé Strategic Report, Directors’ Report and the financial statements in
accordance with applicable law and regulations. The s172 statement on page 2 of the Strategic Report prowdes further
details of Dlrectors responSIbllmes :

Conpany 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 applicable law and United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice), including FRS 102 "The Financial Reporting
Standard applicable in the UK and Republic of Feland". Under conpany 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. h 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 accounting standards have been follow ed, subject to any material departures disclosed
and explained in the financial statements; and '
- prepare the financial statements on the going -concern basis unless it is mapproprlate to presume that the
- Company will continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company's transactions and disclose with reasonable accuracy at any time the financial position of the Company and
enable them to ensure that the financial statements comply withthe Companies Act 2006. They are also responsible for
safeguarding the assets of the Corrpany and hence for taking reasonable steps for the prevention and detection of fraud -
and other |rregulant|es . .
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ARTHUR J. GALLAGHER INSURANCE BROKERS LIMITED

DIRECTORS' REPORT . '
FOR THE YEAR ENDED 31 DECEMBER 2020

STATEMENT. AS TO USCLOSURE OF INFORMATION TO AUDITOR

So faras the Directors are aw are, there is no relevant audit information (as defined by Section 418 of the Companies Act
2006) of w hich the Company's auditor is unaw are, and each Director has taken all the steps that they ought.to have taken
as a Director in order to make themselves aware of any relevant audn information and to ‘establsh that the Corrpany s
auditor is aw are of that information.

AUDITOR

s

The audltor Ernst & Young LLP, willbe proposed for re-appomtment in accordance with section 487(2) of the Companies
- Act2006. _
BY ORDER OF THE BOARD:

Alistair C. Peel {Aug 5,2021 17:14 GMT*1)

E A Peel - Secretary

5 August 2021
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
ARTHUR J. GALLAGHER INSURANCE BROKERS LIMITED

Opinion

"We have audited the financial statements of Arthur J. Gallagher Insurance Brokers Limited for the year ended 31
December 2020 w hich comprise the Statement .of Comprehensive Ihcome, the Statement of Financial Position, the
Statement of Changes in Equity and the related notes 4 to 20, including .a summary " of significant accounting policies .
The financial reporting framew ork that has been applied in their preparation .is applicable law and United Kingdom
Accounting Standards including FRS 102 “The Financial Reporting Standard applicable in the UK and Republlc of
Irefand” (United Klngdom Generaliy Accepted Accounting Practice)

‘In our opinion, the financiai statements: . ..

"- -give atrue and fair'view of the company'’s affairs as at 31 Decerrber 2020 and of its profit for the year then ended
- have been properly prepared in accorda_nce with United Kingdom Generally Accepted Accounting Practice; and -
- have been prepared in accordance with the requirements of the Companies Act2006.

Basis for opinion

We conducted: our audtt in accordance with lnternational Standards on Auditing (UK) (ISAs (UK)) and applicable law.
Our responsibilties 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 Elhical Standard,

and w e have fulfilled our other ethicai responS|bllmes in accordance withthese requirements.

We beiieve that the audit eyidence we have obtained is sufficientand appropriate to provide a basis for our opinion.
Conclusions relating to going concern

In auditing the financial statements, wehave concluded that the directors’ use of the going concern basrs of accounting
in the preparation of the financial statements is appropriate.

Based on the workw e have performed, w e have not identified any material uncertainties relating to events or conditions
that, individually or collectively, may cast significant doubt on the company’s ability to continue as a gorng concernfora
period to 30 September 2022 fromw hen the financial statements are authorlsed forissue.

Our responsrbilmes and the respon5|b|l|t|es ‘of the directors with respect to going concern are described in the relevant
sections of this report. How ever, because not all future events or condiions can be predicted this statement is not a
. guarantee as to the conpanys abillty to continue as a going concern.

Other information

The other information comprises the information included in the annual report, other than the financial statements and
. our auditor’s report thereon. The directors are responsible for the other information contained w ithin the annual report

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise expiicrtiy
stated in this report, we do not’ express any form of assurance conclusion thereon. . -

Our responsibility - is to read the other mformation and, in doing so, consider w hether the other |nforn'at|on is materially
inconsistent withthe financial statements or our know ledge obtained in the course of the.audit or otherw ise appears to
be materially misstated. If we identify such material inconsistencies or apparent material misstatements, w e are required
to determine w hether there is a material misstatement in the financial statements themselves. If, based on the workwe
have performed, we conclude that there is a material msstatement of the other mformation weare required to report
that fact.

We have nothing to.report in this regard.
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
ARTHUR J. GALLAGHER INSURANCE BROKERS LIMITH) - continued

Opinions on other r‘natters prescribed by the Companies Act 2006 -

I 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 forw hich the financial
statements -are prepared is consistent with the financial statements and
- the strategic report and directors’ report have been prepared in accordance wrthapplicable legal requirements

Matters on.which w‘e are required toreportby exception

In the light of‘ the know ledge and understanding of the company and its environment obtained in the course of the audi,
w e have not identified material misstatements in the strategi'c report. or directors’ report. :

We have nothing to report in respect of the follow ing matters. in relation to w hich the Conpanies Act 2006 requrres us
to report to you if, in our opinion: .

- _ adequate accounting records have not been kept or returns adequate for our audit have not been received from
branches not visited by.us; or

- the financial statements are not in agreement w iththe accounting records and returns or

- certain disclosures of directors’ remuneration specified by law are not made or -

- wehave not received all the information and explanations w e require for our audit.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 6, 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 preparation of financial statements that are free from
material misstatement, w hether due to fraud or error.

In preparing the fmancral statements, the directors are responsnbie for assessing the company's abllrty to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concem basis of
“accounting unless the directors either intend to liquidate the company or to cease operations, or have no realistic
alternative but to do so. ’

Auditor s responsibilities for the audit ofthe financlal statements

Our objectives are to obtain reasonable assurance about w hether the financial statements as a whole are free from
material  misstatement, w hether 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) willalw ays detect a material misstatement w henit 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 decisions of users taken on the basis of these financial statements. -~
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- INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
ARTHUR J. GALLAGHER ' INSURANCE BROKERS LIMITED - continued
v .

" Explanation as to what extent the auditwas considered capable of detecting irregularities, including fraud

kregularities, including fraud, are instances of non-compliance with law s and regulations. We design procedures in fine
with our responsibilities, outlined above, to detect irregularities, including fraud. The risk of not detecting a material
misstatement due to fraud s higher than the risk of not detecting one resulting fromerror, as fraud may involve deliberate
concealment by, for exanple, forgery or intentional misrepresentations, or through collusion.. The extent to w hich our
procedures are capable, of detecting irregularities, including fraud is detailed below . How ever, the primary responsibility
for the prevention and detection of fraud rests w ith both those charged w ith governance of the entity and management.

Cur approach w as as follow s:

- We obtained an understanding of the legal and regulatory framew orks that are-applicable to the company and
determined that the most significant are those that relate to the reporting framew ork (FRS 102) and the elements
of the Companies Act 2006 and tax legislation. Our consideration of other laws and regulations that may have
material effecton financial statemént included permission and supervisory requirement of the Financial Authority
Conduct; ) _

- We understood how the Company is complying with those framew orks by making inquiries of management and

- those responsible for legal and conpliance matters. We also review ed correspondence betw een the Company
and the regulatory bodies; reviewed minutes of the Board; and gained an understanding of the Company's
approach to governance;

- We assessed the susceptibility of the company’s. financial statements to material misstatement, including how

fraud might occur by considering controls the Company has established to address the risks identified by the .

entity, or that otherw ise seek to prevent, detect, or deter fraud. These procedures included testing manuai journals
_related to revenue and w ere design to provide reasonable assurance that the financial statement are free from
fraud or error. ’

- Based on this understanding w e designed our- audlt procedures to identify noncompliance wcth such laws and
regulations. For direct laws and regulations, we considered the extent of compliance with those laws and
regulations as part of our procedures.on the related financial statements items. For both direct and other law s and
regulations, our procedures involved: making inquiry of those charged with governance and the senior
management for their aw areness of any non-compliance of law s or regulations, inquiring about the policies that
have been established to prevent non-conpliance withlaws and regulations by officers and employees, inquiring
about the Company's methods of enforcing and monitoring compliance with such policies, and inspecting
significant correspondence w ith Regulators.

A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting
Council's website at https://w ww frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’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 underiaken so that we might state to the company’'s members those
matters w e 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 opinions w e have formed.

John Headley (Senior Statutory Auditor)
for and on behalf of Ernst & Young LLP
Statutory Auditor

London

Date: ..
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ARTHUR J. GALLAGHER INSURANCE BROKERS LIMITED .

STATEMENT OF COMPREHENSIVE lNCOME

FOR THE YEAR ENDED 31 DECEMBER 2020

TURNOVER
; Administrétive expenses
‘ 'Othgr operating ihcomg‘
* OPERATING PROAT
Interest recéivablé and similar inc'ome
PROFIT BEFORE TAXATION

Tax on profit

PROFIT FOR THE FINANCIAL YEAR -

Notes

2

2020
£'000°

291,456

(232,435)

' 6,754

165,775

© 270

66,045

@
66,024

‘The notes formpart ofthese financial statements
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2019
£'000

244,257

(211,676)

32,581.

842
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ARTHUR J. GALLAGHER INSURANCE- BROKERS LIMITED (RI‘IHSTE{ED NUMBER SC108909)

STATE\'IENT OFF]NANCIAL POSITION

31 DECEMBER 2020

- FIXED ASSETS

intangible assets
Tangible assets
Investments

CURRENT ASSETS
Debtors
_Cash atbank "

- . CREDITORS

Amounts falling due within one year

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT

LIABILITIES
PROVISIONS FOR LIABILITIES

NET ASSETS

CAPITAL AND RESERVES.
Called up share capital
Share premium :
Retained earnings

SHAREHOLDERS' FUNDS

" The financial statements w ere approved and authonsed for issue by the Board of Directors on

and w ere signed on its behalf by:"

o

James Whittingham (Aug 5, %21 17:16 GMT+1) -

" J Whittingham" - Director

. Notes

10

12
13

14

16

17

18
18

£000

373,673

188,576 -

562,249

373,203

2020
£'000

9,459

7,781
- 413

17,653

189.046

206,699

11,061

195,638

- 98,680

775

96,183

195,638

The notes formpart ofthese financial statements
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_ 2019
£'000 £'000
13,151 °

9,078

890

23,119 .

279,511

175,803

455,314

339,803

- 115,511

-+ 138,630
9,016

129,614

98,680
775
30,159

129,614

5 August 2021 -



'ARTHUR J. GALLAGHER INSURANCE BROKERS LIMITED

STATEMENT OFCHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2020

.Balance at 1 Janu,afy 2019

Changes in equity
" Profit for financial year

Balance at‘3ﬂ December 2019
Chaﬁges in-equity’
Profit for financial year -

Balance at 31 December 2020

. Called up B ' S
share Share Retained * "Total
* capital premium earnings. equity
£000 £'000 £'000 £'000
98,680 . 775 (3,291) . 96,164
- - 33450 33450
98,680 775 30,159 . 129;614'
- - 66,024 66,024
98,680 775 96,183 195,638
2

The notes formpart ofthese financial statements
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ARTHUR J. GALLAGHER INSURANCE BROKERS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

1.

ACCOUNTING PO].ICIES - v e N

Accounting convention . :

These financial statements have been prepared in accordance with appllcable Unrted Klngdom Accountlng
Standards, including FRS 102 "The Financial Reporting Standard apphcable in the United ngdom and Republic
of Feland”, and withthe Con'pames Act 2006.

The principat accountlng policies app!red in the preparation of these financial statements are set out below. These
policies have been consistently applied to all the years presented, unless otherw ise stated.

Basis of preparation

The Company has taken advantage of Section 401 of the Corrpanres Act 2006 in not preparing consoﬁdated
financial statements on the basis that the results of the Company are included w ithin the -consolidated financial
statements of Arthur J. Gallagher & Co., a company incorporated in the United States of Amenca and for w hich
results are pubticly. avallable from the Company's registered office. .

The Corrpany has also taken nadvantage of the exerrptlons, under FRS 102 paragraph 1.12(b) & (e) respectively,
from preparing a Statement of Cash Flows and disclosure of key management compensation, on the basis that it
is a qualifying entity and its ultimate parent company, Arthur J. Gal]agher & Co.,'includes such disclosures in its

.own consolrdated financial- statements

The financial statements have been prepared on a;going concern basis, under the historical cost basis. Given the
external developments and geopolttical disruption in relation to the ongoing COVID-19 pandemic, future forecasts
and projections have taken these conditions into account. The -Company has adequate resources to continue in
operational existence for a period to 30 September 2022, and no material uncertainties related to going concern
have been identified. The Company is fully operational, has deployed continuity protocols and has not been
materially impacted by the COVID-19 pandemic. The Directors therefore continue to prepare the accounts on a

_going concern basis.

Significant judgements and estimates )
The preparation ‘of financial statements -in conformity wrth FRS 102 requires the use of certaln critical accounting
estimates. It also requires management to exercise its judgement in the process of applyrng the Company's
accounting policies. The areas involving a higher degree of judgement or complexity, or areas w here assunptrons_
and estlmates are significant to the financial statements include: .

i., Goodwill and intangibje flxed assets . R
The Group establishes a reliable estimate of. the useful lives of goodwill and mtangrble assets arising on |
business combinations: This estimate is based on a variety of factors such as the expected use of the

. acquired business, the expected useful life of the cash generating units to w hich the goodw ill is attributed,
any legal, regulatory or contractual provisions that can limit useful life and assumptions that market -
participants would consider in respect of similar businesses. ‘

ii. ~ Useful economiclives of tangible fixed assets :
The annual depreciation charge fortanglble assets is sensitive to changes in the estimated useful economc .
ives and residual values of the assets. The useful economic lives and residual values- are re-assessed
annually. They are amended when necessary to reflect current estimates,” based on technological
advancement, future investments, economic utrlrsatlon and the physical condition of the assets.. '

iii. . Impairmentofde btors

The Group makes an .estimate of the recoverable value of trade debtors. When assessing rmpalrment of
trade debtors, management have considered an appropriate formula for calculating the bad debt provusron '
' based on the ageing of the trade debtors.

Page 14 . ) continued...



"ARTHUR J. GALLAGI-IER ]NSURANCE BROKERS L]MI'I'ED

" NOTES TO THE FINANCIAL STATE\'II‘NTS - contln_ued

.- FOR THE YEAR ENDED 31 DECEMBER 2020

1.

ACCOUNTING POLICIES - continued

“iv, Supplemental commission accrual

The Group calculates an estimate at the year end to ascertain the accrued supplemental’ commission
income not yet billed. Supplemental commission is recognised when an agreement ' is in place witha panel
of insurance carriers. Management have considered appropriate formulae for calculating the year-end-.
accrual based on analysis of transactions subject to the insurance service agreements, w hich are amended
when necessary to reflect previous experrence w rth the estimate.

V. Prowsrons

Where a provision is required the Group will perform calculations based on a policy regardlng each
individual category of provision. Each of these policies will be based on a degree of estimate and
judgements. These policies are mcluded within note 16. .

Turnover

Turnover represents brokerage and fees associated with placing insurance and reinsurance contracts. It is
recognised net of commission payable and allow able discounts. t is -recognised at the later of inception date and
the date the placement is completed and confirmed. Where there is an.expectation of future servicing requirements,
a proportlon of |ncome relating to the policy is deferred to cover the associated obligations under the policy contract..

. Interestrecelvable

nterest receivable is recognised in the Statement of Conprehensrve lhcome on an accruals basis based on the .
terms of the underlying contracts or agreements

Operatmg Ieases :

Rentals under-operating leases are charged to the Statement of Comprehensive lncome on a straight line basis -
overthe leasé term: Benefits received and receivable as an incentive to sngn an operatrng Iease are also recognrsed
on a stralght line basns over the period of the lease.

Taxation

- .
" Provision is made at currentenacted rates for taxation. Deferred tax is recognised in respect of all iming differences

that have originated but not reversed at the Statement of Financial Position date w here transactions or events have
occurred at that date that wrll result in an obligation to pay more, or a right to pay less or to receive more, tax in
future periods. .

Deferred tax assets are recognlsed only to the extent that the Directors’ consider that itis more likely than not that
there will-be suitable taxable profns from whlch the future reversal of the underlying timing drfference can be
deducted. .

Deferred tax assets and liabilties are not discounted.

Goodwnll and intangible fixed assets ) o : '
Intangible fixed assets arising on the acquisition of teams, other business and softw are have been capitalised,
classified as assets in the Statement of Financial Position and amortised over their useful economic lives. They are
review ed for impairment if events or changes in crrcunstances indicate that.the carrying values may not be )
recoverable. . -

_Assets under construction are softw are development costs w hich meet the recognition criteria defined in FRS 102 .

section 18. These assets are‘included at cost. Once the @ssets become usable they are amortised over their useful
economic lives. They are review ed for impairment |f events or changes in crrcumstances md|cate that the carrylng
values may not be recoverable. .

Amortisation is provided on all intangible fixed assets at rates calculated to write off the cost of each asset evenly
over its expected useful life, as follows: .

Goodwill ' ) . . - - over a maximum of 10 years-
Expiration lists . : ) - over a maximum of 5 years

Conrputer software e - over 3to 5 years
Tanglble fixed assets and deprecnatlon

Tangible fixed assets are stated at cost less deprematron Deprematnon is calculated using.the stralght -line method
based -on the assets’ useful lives. . ’

Page 15 . ‘ continued...
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ARTHUR J. GALLAGHER INSURANCE BROKERS LIMITED

NOTES TO THE FINANCIAL STATEMENTS -- continued

FOR THE YEAR ENDED 31 DECEMBER 2020

1.

ACCOUNTING POLICIES - continued

The useful lives of the follow ing tangible fixed assets are:

Leasehold improvements o . - to lease expiration
Fixtures and fittings . A _ -over3-10years
Motor vehicles : . - over 3-4 years

Computer equipment ’ : - over 3 -5 years ' !

"Fixed asset mvestments

Fixed asset investments in the financial statements: are stated at costless provnslon for any impairment in vaIue

Insurance broking debtors and creditors ‘ ’ ’
hsurance brokers usually act as agents in placing the insurable risks of their clients with insurers. As such they
are generally not liable as principals for the amounts arising from these transactions. Notw thstanding these legal

relations hips, debtors and creditors arising from insurance broking transactions are show nas assets and fiabilities,

respectively.

Debtors and creditors arising from a transaction betw een clients and insurers (e.g. premiums, claims etc.) are

recorded simultaneously. Consequently, there is a high level of correlatlon betw een the totals reported in respect

of insurance brokung ‘debtors and creditors.

The position of the insurance broker as-agent means that .generally the credit risk is borne by the principals .
How ever, there may be circumstances w here the insurance broker acquires credit risk, through statute, or through

‘the act or omission of the insurance broker or one of the principals. There is rmch legal uncertainty surrounding

the circumstances and the extent of such exposure which, consequently, cannot be evaluated. The total of
insurance broking debtors and creditors appearing in the’ Statement of Fnancnal Position is therefore not an
indication of credit risk.

k is normal practice forinsurance brokers to settle accounts with other intermediaries, clients, insurers and market
settlement bureaux on a net basis. Thus, large changes in insurance broking debtors -and creditors can result from

. comparatively small cash settlements. For this reason, the totals of insurance broking debtors and creditors give

no indication of future cash ﬂows

The Iegal status of this practice of net settlement is uncertain and in the évent of insolvency it is generaly
abandoned. Offsetof assets and liabilties should be recognised in financial statements w here, and only W here, the

‘offset,would survive the insolvengy of the other party. Accordingly, only such offsets have been recognlsed in

calculating insurance broking debtors and credltors

Shortterm debtors and creditors

Debtors and creditors .with no stated interest rate and receivable or payable within one year are recorded at
transaction price. Any losses arising from |mpa|rment are recogmsed in the Statement of Conrprehensive Ihcome
in other operating expenses. .

Loans to/from group undertakings : ‘

Loans to/from other group undertakings are initially recognised at transaction price, less any transactional costs
unless the arrangement constitutes afinancing transaction, w here the transaction is measured at the present value
of the future payments discounted at a market rate of interest. In subsequent years the loans are carried at
amortised cost, using the effective interest rate method. .

Where loans are repayable on demand they are classified as short term debtors/creditors and recognised at the -
full amount payable. The loans are derecogmsed when the liability is extinguished, that is when the contractual -

_ obligation |s discharged or cancelled.

Provisions

A provision is recognised w here there is a present obligation, w hether legal or constructwe as a result of a past
event forw hichit is probable that a transfer of economic. benefits will be required to settle the obligation and that
the economic beneﬁt can be reliably measured. .

Forelgn currencies

" Transactions in foreign currencies are recorded at the rate ruling at the date of the transact|on Monetary assets

and liabilities denominated in foreign currencies are translated at the exchange rate ruling at the date of the
Statement of Financial Position. All exchange rate differences are taken to the Statement of Comprehensive
hcome :

Page 16 , L ' .continued...



ARTHUR J. GALLAGHER INSURANCE BROKERS LIMITED
" NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED 31 DECEMBER 2020

2, TURNOVER .

The turnover and profit before taxation are attributable to the one prlnmpal actlvlty of the Corrpany

2020 : 2019 -
' : £000 £'000
An analysis of turnover by class of busmess is glven below e ' '
Net Brokerage- . ) S ' 189,014 151,051
Fees . : ' ' : 78,255 70,256
Commission o o . : . o 24,187 22,950
291,456 . - 244,257
2020 ) 2019
. - £000 ' £'000
. An analysis of turnover by geographlcal marketis givenbelow: ) o o

UK . , . i I 284,759 ° 238,712
Europe . . ’ ’ ’ 3,202 2,635

North America - | " . ' i . 2520 1,468
Other Countries D ) ) L 975 . 1,442
. 291,456 244,257

3 OTHER OPERATING INCOME :

' : 2020 2019
= ~ £'000 - £'000
: Galn on sale of business to fellow group subsrd iary : ' - 5,578 -
Other income _ , , | . 1,176 -

6,754 -
4. - STAFF COSTS
The amounts 'relallng to staff costs were incurred by Arthur J. Gallagher Services (UK) Limited. An amount "of -
£143,482k (2019:£125 468k) was recharged back to the Company, and is accounted for in administrative
expenses .

5. DIRECTORS' RBVIUNERAT-ION

20200 2019

. L ) £000- ~ ~  £000
Directors’ rerruneratlon . C ‘ : '2 602. ' 2,216
Directors' pension contnbutlons to money purchase schemes . - 43 26
2,645 2242
The num ber of Directors to. whom retlrement beneﬁts were accrumg was as'
follows .
Money purchase schemes ) 4
. Inform ation regardmg the hlghest paid Dlrector is'as follows . )
2020 T 2019
. . . R £000 . £'000 -
Director's remuneration ' T 1,079 1,072
Director’s pens ion conlnbutlons to rnoney purchase schemes S 13 . ' 13
- 1,092 . 1,085

The above amounts represent remuneration allocated to the Directors. based on their- directorships of entities w ithin
the Group. This is on a different basis to w hich Directors’ remuneration are recharged to the Company and
. accounted forin admmstratlve expenses . .

- Page 17 - A- ) continued...
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ARTHUR J. GALLAGHB( INSURANCE BROKERS LIMITED

NOTB TO THE FlNANCIAL STATENI]‘NTS - continued

6.

Total tax charge/(credit) on profit

‘FOR THE YEAR ENDED 31 DFIZEMBER 2020

OPE?ATING PROFIT

" The operating proflt is stated after charging:

" Goodw il amortisation

Expiration lists amortisation

. Computer softw are amortisation

Depreciation — ow ned assets
Disposal of investment
-Auditors’ remuneration

- statutory audit

- audit related assurance services

Land and building operating leases
Foreign exchange differénces

INTEREST 'RECEVABLE AND SIMILAR INCOME -

Bank hterest
hterest on loans to group undenaklngs

TAXATION

Analysis of the tax charge

The tax charge/(credit) on the profit for the year w as as follow s:

“Current tax:
-Adjustment in respect prior years

Total current tax

Deferred tax:
Origination and reversal of timing differences
Bfect of changes in tax rates -

~ Adjustment in respect of prior years .

Total deferred tax

Page 18

2020 -

£'000
1,860
1,564

-268
2,011

477

2020

£'000 -
196"

_r

270

2020

£'000 -

2019
_£'000

2019
£'000 -

. (225)

(225) .

continued....



'ARTHUR J. GALLAGHER INSURANCE BROKERS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED 31 DECEMBER 2020

8.

“TAXATION contmued

The tax charge/(credlt) forthe year can be reconciled to the profrt per the Statement of Cormrehenswe Income as
follows = .

2020 2019 °

o . _ £000 - - £'000
F\'oflt before tax e ', . 66,045 33,423
Profit multiplied by the standard rate of corporatlon tax in the UK of 19% ]
(2019 — 19%) : . 12,549 - . 6,350
Hfects of - : . . t
" Expenses not deductible for tax purposes B . -595 : 556
Non-taxable gain on sale of business to fellow group- subsndlary : (1,060) _ .
BEfects of group relief/other reliefs ) o (11,703) - (6,561)
Transfer pricing adjustments B . S : - (29) (238)
-Adjustment from previous -periods o : o ’ . (4) : (196)
Tax rate changes : = : (331) - 62
Totaltax chargei(credity - - L ' 21 @1

" The Company profits are taxable in the UK under the standard rate of corporation tax being 19% (2019: 19%).

The Con'pany‘ is expected to continue to attract the standard rate of UK corporation tax. During 2020 the UK
.Government cancelled a previously legislated ‘reduction in the main rate- of corporation tax to 17% w hich had
been reflected in the prior year closing deferred tax balance. The restatement of the 19% rate has been reflected
in the closing deferred tax balance. Subsequent to the balance sheet date the UK Government legislated to
increase the main rate of corporation tax to 25% as of 1 April 2023. This increase has not been reflected in the
2020 closing deferred tax asset, as it was not enacted until 11 June 2021, afterthe balance sheet date.

INTANGIBLE FIXED ASSETS.

. Expiration Computer . :
Goodwill o lists software’ - - Totals

, £'000 £000  £000 - £000
cosT ~ ,

© At 1 January 2020 _ ‘ S
and 31 December 2020 . - 124480 17273 . - 3680 145,433
AMORTISATION . : B

- At1 January 2020 . 120112 9,151 . 3019 132,282
Amortisation foryear . ’ 1,860 1,564 ) 268 3,692

© At31December 2020 - 421912 10715 3287 135974

. - _NET BOOK VALUE _ ‘ A

. At31 December 2020 - . 2,508 6558 - 393 9,459

At 31 Decerber 2019- S 4368 . 8122 . 661 13151

Page 19 - - " continued...



ARTHUR J. 'GALLAGHm 'INSURANCE. BROKERS LIMITED
NOTES TO THE FINANCIAL STATEMENTS -contlnued ‘
FOR THE YEAR ENDED 31 DECEMBER 2020 -

10. . TANGIBLE FIXED ASSETS

: _ Fixtures ' i .
Leasehold ~ - " and Motor Computer o
improvements fittings vehicles . equipment .~ Totals
. £'000 £'000 . £'000 £'000 - £'000
cosT : : - o
At 1 January 2020 - 10,424 . 3,589 : 1,209 7,280 22,502
- Additions. ” <.t 695 . 104 - - 11 _ 870
Disposals - - - ' (148) - - - - - (148) -
Transferin | . _ 15 . © 89 - - .5 332 441
Transfer out - ) : -(324) - (112). - S - : (436) .
At 31 December 2020 ' 10,622 3670 1,214 7,723 23,229
DEPRECIATION ‘ . S . :
At 1 January 2020 4121 2472 ' 643 6,188 : 13,424
Charge foryear . 895 - 125 ) 233 * 581 . 1,834
Disposals o . . (148) - - .- © (148)
Transferin . - . 15 - 67 - . 271. ‘353
;. Transferout ‘ (9 - (6) AR (15)
_ At 31 December 2020 . 4874 - . 2664 - 870 7,040 15448
NET BOOK VALUE - . : ' )
At 31 Decerrbgr 2020 . 5,748 . .__1,006 . 34 683 - 7,781
At31December 2019 6303 1,117 566 . - 1092 9,078
11, PAXED ASSET INVESTMENTS . S 3 : - Sharesin
A ] . . - - . group
undertakings
: -£'000
COST : . N ) :
At 1 January 2020 ) . o ‘ - 890
Disposal : <. ) . ‘ - L (477)
© At31 Decermber 2020 .~ - ' | T a3
_ NET BOOK VALUE - L ; :
At 31 Decerrbe'r 2020 . e ) ’ ] 413
At 31 December 2019 S S R 890

. The Conpanys mvestments at the Statement of Financial Fbsmon date, in the share capital of group undertakmgs
comprise the follow ing: .

f

. : . - ’ Proportion of
Name of Com pany ' Registered Address - . Holding shares held

Carrick Neill and Co. Limited * ) B Spectrum Building Ordinary Shares 100.00%
CBG Group -Limited . The Walbrook’ Building Ordinary Shares 100.00%
CBG Insurance Brokers Limited *** The Walbrook Building Ordinary Shares . - 100.00%’
Flysure Limited ** . ~ The Walbrook Building ~ .Ordinary Shares 100.00%
Dickson hsurance Brokers Limited ) * The Walbrook Building - Ordinary Shares 100.00%
Robinson -Leslie Limited ** : The Walbrook Building . Ordinary Shares’ _' 100.00%
lgloo Insurance PCC Limited Heritage Hall Ordinary Shares - 100.00%

" - *Dissoled 6 October 2020 . ' ' L
*Dissolved 13 October 2020 : '
**Dissolved 16 March 2021

Page 20 - ' continued.l.



" ARTHUR.J. GALLAGHER INSURANCE BROKERS LIMITED -

NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED 31 DECEMBER 3020

1. AXED ASSEI' INVESTMBITS -contmued

Regrstered Address = Street Address
Spectrum Building : 7" Floor, 55 Blythsw ood Street, Glasgow G2 7AT
The Walbrook Building 25 Walbrook, London, ECAN 8AW
| Heritage Hall Lo PO Box 230, Le Marchant Street, Guernsey, GY-1 4JH
12,  DEBTORS ,
o 2020 . 2019
£'000 £'000
Amounts fallmg due wnthln one year: . - .
Trade debtors : . 180,348 - 166,301
Amounts ow ed by group undertaklngs L : . . 168,651 102,278
Other debtors ’ T o : . 1,694 2,012
.Corporation tax . ' : ) . L. 241
Deferred tax asset * - ) : ~ 3,416 2,801
Prepay ments and accrued i mcome : ] © 13911 ;15,878
Amounts falling due after more than one year: _ . )
Amounts ow ed by group undertakings . 5,653 - -
Aggregate Amounts L ) - 373,673. 279,511

- Contained w ithin trade debtors is £2,485k (2019 £748k) relating to trading with group entities. .
Amounts ow ed by group undertakings due w rthm one year are unsecured and repayable on demand. AII loans are
interest free with the except«on of: . .

Aggregateloan | - . ' Aggregate

value | Interestrate Interestterms | Repayment period carrying value
£6,}088‘k 0% Non-conmpounding. hterest Repayable on £6,780k

charge up to 31 Dec 2017. demand.
. Thereafter from 1 Jan 2018 .
interest at 0%.

£1,399k 0% Compounded annually. Repayable on £1,399k
’ ’ - ~ Interest at 0%. . demand. . i
£7,432k 0% . ‘Compounded annually. " Repayable on £7,432k |

nterest at 0%. - . demand.

Amounts owedby group. undertakmgs faling due after more than one year are unsecured and have the follow ing -
terms and conditions: - .

Aggregateloan : . : ' - Aggregate

value | Interestrate | Interestterms . Repayment period | carrying value
£5,578k 4% "~ Compounded annually. 10 years from " £5,653k
i ) : commencement
(2030). |

Deferredtax

’ ’ . ’ . o £'000

Balance at 1 January 2020 ' - o . ) s 2,801
Adjustment in respect of prior years ' . ) ) : : 4
Deferred.tax charge ' ) (25)
‘Movement arising from the transfer of trade ) . . . : 636
Balance at 31 December 2020 ' B - ~ 3416

Deferred tax ’ :

The "above deferred tax -asset represents fixed asset timing differences of £2,000k (2019 £1, 956k) short term
- timing differences of £869k (2019: £845k) and losses of £547k (2019:£nil). The amount of deferred tax that wil
- unwind in the follow ing accounting period is uncertain at this stage and therefore not quantifiable.

Page 21 - - _ continued...



ARTHUR J. GALLAGHER INSURANCE BROKERS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED 31 DECEMBER 2020

13.  CASH AT BANK

"Restricted cash
Other cash'and cash equrvalents

2020
£'000
172,573

16,003

188,576

2019
. £000
163,349
12,454

175803

. The Company holds restricted cash balances in respect of its insurance activities, held principally .in respect of
-insurance trade creditors. This cashis held in client money bank accounts and cannot be used for general corporate

purposes.
14, ', CREDITORS: AM'OUNTS' FALLING DUE WITHIN ONE YEAR

Trade creditors

Amounts ow ed to group undertakings
Other creditors )
Accruals and deferred income

2020
£'000
252,470
112,956
552

7,225 .

373,203

2019

. £'000
206,149
125,008
49
8,597

339,803

Contained w ithin trade creditors is £50,712k (2019: £41,576k) relating to trading with group entities. '

Amounts ow ed to group undertak:ngs are unsecured and repayable on demand AII loans are interest free wnth

the exceptlon of

Aggregate o Aggregate
loan value | Interestrate Interestterms Repayment period carrying value
£1,509k . 0% Compounded annually. Repayable on £1,802k
Interest charge up to'31 Dec demand. ‘
2017. Thereafter from 1 Jan
: e . _ 2018 interest at 0%. -
£3,072k 0% Compounded annually. Repayable on | -£3,288k
- | Interest charge up to 31 Dec demand. :
2017. Thereafter from 1 Jan
: 2018 interest at 0%. . :
£20,421k . 0% Compounded annually. Repayable on £20,421k
: < nterest at 0%. . demand. |’
£2,581k o 0% Conpounded annually. "Repayable on £2,581k |
: hterest at 0%. " demand. '
£8,333k 0% Conpounded annually. Repayable on .£8,333k
. . : hterest at 0%. demand.
15. OPERATING LEASE COMMITMENTS -
Mnimum Iease payments under non-cancellable operatlng Ieases in the name of the Company . fall due as
follows .
- 2020 2019
) £'000 - £'000
Within one year 462 703
Betw een one and five years 1,659 1,871
h more than five years 1,003 1,294
3,124 3,868
Page 22 continued...




" ARTHUR :J . GALLAGHER INSURANCE BROKERS LIMITED

¢

NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED 31 DECEMBER 2020

16.‘

PROVISIONS FOR LIABILITIES :
2020 . 2019

o . _ ) ; .. £'000 - £'000-
Provisions ) C ‘ - 11,061 - 9,016
Future
Errors - servicing . . )
and. and claims ~ Onerous Policy Property

omissions handling lease cancellation dilapidation . e

provision costs " provision reserve provision - Total
- o £'000 £000 £000 £'000 £'000 £000
At 1 January 2020 826 2252 . 862 - 967 4,109 - 9,016
hcurred during year .. 2,610 2,550 1,007 276 . 188 6,631
Released during year (31 . - (136) . = (307) - T (713) (1,187)
Utilised during year _ - (801) © (2,090) (652) - : (76) . (3,619)
Transferred during the year 82 - L. 151 (13) .« 220

At31December 2020 - . 2686 . 2712. 1081 1087 3,495 11,061

Brors and omissions provrsron :

The Company faces a number of litigation and other claims, the resotutron of whichis uncertaln w hich have arisen
in the ordinary course of business. Having taken appropriate legal advice and having regards to the Group's errors
and omissions insurance arrangements, the Directors have provided amounts w hich they consider to be a realistic
appraisal of the uttimate likely cost of these various claims against the Company. The provision is subject to regular
review by the Group's legal department, external legal advisers and the Directors. The timing of outflows relatlng .
to these Iiabllltles is uncertain as at the end of the reporting penod .

fFuture servicing and claims handling costs !

The provision for future servicing and claims handling costs is an estimate of the cost to run-off claims on pollcres
previously placed by the Company. -The provision is based on.a projection of future claims applying a trend
extrapolated from historical clalms data. The timing of outfiow s relating to these liabilities is uncertain as at the end
of the reporting period. . :

Onerous Lease provision -

The Company has provided fora provision based on the rerrarmng costs of the Ieases forthe unoccupred space
on its leased properties. The unoccupred space is not generatrng any economic benefit and it is deemed to be
prudent to make a provnswn forthis. : ] L
Polrcy cancellation reserve

The provision for policy cancellation is based-on a calculation in whichthe percentage of cancelled policies, relatlve. :
to the previous year, is applied to current year income as a projection of likely cancellations in respect of business
writtenin the current year. The timing of outflow s relating to these liabilities: is uncertain as at the end of the reporting
period.

Property dilapidation provrsron

The provision for dilapidation. is based on a calculation suppled by an external property management consultant
and applies to the current lease that the Company holds. The tlmng of outflows relatlng to these liabilities is -

_uncertain as at the end of the reportlng period.
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ARTHUR J. GALLAGHER INSURANCE BROKERS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YFAR ENDED 31 DECEMBER 2020

17.

18.

19.

20.

CALLED UP SHARE CAPITAL

Allotted, |ssued and fully pald

Number: Class: o _Nominal 2020 2019
o o - value: £'000 £'000

98,680,168 Ordinary shares S ' ) - £1 . 98,680 98,680

The Ordinary shares shall confer on each holder thereof the right to receive notlce of and to attend, speak and-vote

on all matters at all general meetings - of the Company.
ESERVES .

Called Up .Share Capital -~represents the nominal value of shares that have been issued.

Share H’emlum - this reserve records the armunt above the nomnal value received. for shares issued, less

* " ftransaction costs. .

Rétaiﬁed Earnings - includes aI] current and-prior period profit§ and losses.

PARB¢T COMPANY AND ULTIMATE HOLDING COMPANY

The immediate " parent company is Rio 588 a company registered in England and Wales. The Iargest group of"
undertakings of w hich the Company is a member and' for w hich financial statements .are prepared, is headed up by
Arthur J.- Gallagher & Co., a company incorporated in the United States of America, w hich is the ultimate ‘holding
company. The registered address of Arthur J. Gallagher & Co. is 2850 W. Golf Rd., Rolling Meadows, IL 60008. A
copy of these consolidated fina_ncial statements is available fromthe registered office qf the Company.

EVENTS AFTER THE REPORTING PERIOD

The Directors confirm that there are no events after the reporting period that are required to be disclosed.
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