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ADYE Holdings Limited

DIRECTORS® REPORT

During the period, the C‘ompany changed its year end from 30 June to 31 March and so the directors
submit their report and the audited financial statements for the pericd from 1 July 2011 to 31 March 2012,

Principal activity

The Company is registered in Gibraltar and is an investment holding company. The principal activity of
its main subsidiary undertaking, Enterprise Insurance Company PLC (“EICP™) is the provision of a
number of bespoke and tailored wholesale insurance solutions.

Review of business and future developments
The Board are delighted with the progress that the Group companies continue to make.

The coming year will see further growth from EICP’s key European markets as it continues to pursue its
strategy of developing profitable niche income streams. The business will continue to provide
shareholders with a significant return on capital invested and the directors of the subsidiary companies are
investigating a number of new opportunities currently which will further enhance performance for
sharehoiders and return real long term growth for the Group.

Results and dividends
The results of the Group for the period are shown in the profit and loss account on pages 6 and 7. The

directors do not recommend the payment of a dividend.

Directors

The directors of the Company during the period and to the date of signing the financial statements were as
stated on page 1.

Financial risk management objectives and policies

The Group is exposed to financial risk through its financial assets, financial liabilities, reinsurance assets
and policyholder liabilities. In particular, the key financial risk is that the proceeds from the financial

~-asseis-are-not-sufficient to fund the obligations arising from policies as they fail-due. The most important -

components of financial risk are price risk, currency risk, credit risk, liquidity risk and cash flow interest
rate risk.

The Group manages these positions with its investment managers to achieve investment returns in excess
of obligations under insurance contracts.

Interest rafe risk

Cash at banks, debt securities and deposits with credit institutions are subject to variations in interest
rates. However, given the level of interest earned, it is felt unnecessary to employ any hedging
instruments.

Credit risk .
Credit risk arises from policies sold by EICP on a deferred basis where premium is due on settlement of
the case. As of 31 March 2012, debtors from fully deferred schemes represented £13,503,719 {2011:

.£8,207,'633) of which £356,724 (2011: £163,319) were settled after more than 90 days and £227,612

(2011: £372,640) were settled within less than 90 days. In addition, the debtors for part deferred schemes
where a portion of the premium is paid on policy inception and the balance on conclusion represented
£559,492 (2011: £774,809).



ADYE Holdings Limited

DIRECTORS® REPORT (continued)

Financial risk management objectives and policies (continued)

Credit risk (continaed)
In addition, credit risk arises from policies sold on a non-deferred basis where premium is due on or soon
after policy inception. The Group actively manages credit control to minimise credit risk. Of the
£17,098,711 (2011: £14,093,387) non-deferred debtors, £12,745.323 (2011: £14,066,004) were due
within less than 90 days.

Liquidity risk

The Group, through EICP, retains a significant proportion of Gross Written Premiums in separately
identifiable retention bank accounts, thereby ensuring a prudent level aof cash is available to meet its
obligations arising from policies. In addition, the Group’s other financial investments are held in short

.term and near cash instruments with money market fund deposits, a liquidity fund UCIT and }quid

tradable securities.

Currency risk | :

The Group, through EICP, writes insurance business in France and Greece, thereby exposing the Group to
Euro corrency risk. The level of business written in these countries amounted to a sterling equivalent of
£29,109,089 (2011: £19,017,159) relative to total premiums written of £75,196,960 (2011: £51,922,789).
To the extent that directors are comfortable that they have sufficient euro currency cash balance 10
discharge potential labilities, surplus balances are exchanged for sterling.

Statement of Directors’ responsibilities

Company law requires the directors to prepare financial statements for each financial period, which give a
true and fair view of the state of affairs of the Company and of the profit or loss for that period. In
preparing those financial statements, the directors are required to:

+ select suitable accounting policies and then apply them consistently;
« make judgements and estimates that are reasonable and prudent;

..»...state whether applicable accounting standards have been followed, subject to any material . . ...

departures disclosed and explained in the financial statements;
«  prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the Company will continue in business.

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Company and to enable them to ensure that the accounts
comply with the Gibraltar Companies Act, the Insurance Companies (Accounts Directive) Regulations
1997 and the Companies {Accounts) Act 1999, 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,

The maintenance and integrity of the Company’s website is the responsibility of the directors. The
directors’ responsibility extends to the ongoing integrity of the financial statements contained therein.

Auditors

The\retiri itors are Baker Tilly (Gibraltar) ited Who are eligible for reappointment,

AN

T — . :
Andrew Flowers Nichaol
Director . Direcior

" N e

31 Hn 28R



the circumstances.

>4
BAKER TILLY

(GIBRALTAR) LTD

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
ADYE HOLDINGS LIMITED

This report is made solely to the company's members, as a body, in accordance with section 182 of the
Gibraltar Companies Act. OQur andit work has been undertaken so that we might state o the company’s
members those matters we are required to state w them in an auditor’s report and for no other purpose. To the
fuflest extent permitted by law, we do not accept or asswme responsibility to anyonce other than the company and
the company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

*

Report on the Fipancial Statements

We have audited the Group financial statements of ADYE Holdings Limited for the nine-month period ended
31 March 2012 which comprise the Group Profit and Loss account, the Group Balance Sheet, the Company
Balance sheet, the Group Cash Flow Statement and the related netes. These financial statements have been
prepared under the accounting policies set out therein.

Directors’ responsibilities

The directors are responsible for the preparation and the true and fair presentation of these financial statemenis
in accordance with the Gibraltar Companies Act, the Inserance Companies (Accounts Directive) Regulations
and Gibraltar Accounting Standards (Gibraltar Generally Accepted Accounting Practice). This responsibility
includes designing, implementing and maintaining intcrnal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error;

Auditor’s responstbilities

Our responsibility is 1o express an opinion on these financial stalements based on our andiz, We conducted our
audit in accordance with Infernational Standards on Auditing. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial
statements are free from material misstatement.

An audit involves performing procedures 1o obfain audit evidence about the amounis and disclesures in the
financial statements. The procedurss selected depend on the auditor’s judgment, including the assessmeni of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the anditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.  An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obiained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements give a true and fair view, in accordance with Gibraltar Generally
Accepted Accounting Practice, of the state of the Group's and the Company’s atfairs as at 31 March 2012 and
of the Group's results for the nine-month period then ended.



BAKER TILLY

(GIBRALTAR) LTD

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
ADYE HOLDINGS LIMITED (continued)

Emphasis of matter

Adequacy of claims reserves and going concern

In foroling our opinion, we have considered the adequacy of the disclosures made in note 3 to the financial
statements concerning the decision to retain the claims reserves of Enterprise Insurance Company Ple (“EICP™),
the main subsidiary of the Group, at dirsctorst valuation as opposed to the external actuary’s best estimate. Any
negative variance, in the level of claim reserves could affect EICP s ability to meet its required solvency margin
and could therefore affect the Group’s ability to confinue as a going concem (see note 1 — Going concemn basis
of preparation of the financial statements). Our opinion is not qualified in this respect.

Report on Other Legal and Regulatory Requirements

In addition to reporting on the financial statements, Gibraltar legal and regulatory requirements also require us
tor

(a) Report to you our opinion as to whether the financial statements have been properly prepared in
accordance with the Gibraltar Companies Act and the Insurance Companies (Accounts Directive)
Reguiations 1697.

{b} State in our report whether in our opinion the information given in the Directors’ Report is consistent
..With the financial statements.

{c) Réport to you if, in our opinion, the company has not kept proper accounting records, if we have not

received all the information and explanations we require for our audit, or if information specified by
law regarding directors’ remuneration and other transactions is not disclosed.

Opinion
In our opinion, the financial statements have been properly prepared in accordance with the Gibraltar
Companies Act, the Insurance Companies (Accounts Directive) Regulations 1997 and the information given in

the Directors’ Report is consistent with the financial statements.

We have nothing to report to you int respect of our responsibility sel out in {¢) above.

Dt

- Jose Julic Pisharello

Statutory auditor for and on behalf of

BAKER TILLY (GIBRALTAR) LIMITED
Registered Auditors

Chartered Accountants
Regal House
Queensway

Gibraliar



ADYE Holdings Limited

GROUP PROFIT AND LOSS ACCOUNT for the period from 1 July 2011 to 31 March 2012

TECHNICAL ACCOUNT

Earned premiums, nef of reinsurance

Gross written premiums

Qutward reinsurance premiums

Net written premiums

Change in the gross provision
for uneamed premiums

Change in the provision for unearnred
premiums, reinsurers® share

Earned premiums, net of reinsurance
Other technical income

Claims incurred, net of reinsurance
Claims paid

Gross amount
Reinsurers’ share

Change in the provision for claims
Gross amount
Reinsurers’ share

Claims incurred, net of reinsurance

Net operating expenses

Balance on the Technical Account

Notes

LRSI S ]

)

Period ended
31/03/2012

£

75,196,960
(32,495,744)

(8,376,094)

7,017,255

(20,790,171)

6,139,098

(14,651,073)

(16,440,555)
7,159,103

(9,281,452)

(23,932,525)

(10,316,254)

£

The notes on pages 13 to 30 form part of these financial statements.

42,701,216

(1,358,839

41,342,377

Year ended
30/06/2011
(As restated)

£ £ £

51,922,789
(13,084,483)

38,838,306

(13,518,169)

5,559,3937

(7,958,776)

30,879,530

1,596,363 453

{13.586,573)

{12,983,169)

(7,472,293)
£,622,592

(5,849,701)

(18,832,870)

(6,023,792)

8,689,961 £ 6,023321

603,404 '



ADYE Holdings Limited

GROUP PROFIT AND LOSS ACCOUNT for the period from 1 July 2011 to 31 March 2012

NON - TECHNICAL ACCOUNT

Period ended Year ended
31/03/2012 30/06/2011
(As restated)
Notes £ £
Balance on the General Business :
Technical Account 8,689,961 6,023,321
Investment income
Interest receivable _ 257,968 125,807
Unrealised (loss) / gain on investments {24,315 124,408
Othker income 15,480 1,910
Other charges | - 3 (5,725,967) " (4,277,379)
Profit on ordinary activities before tax 3,213,127 1,998,067
Tax on profit on ordiné,ry activities . 6 (411,689} (157,137)
Profit on ordinary activities after taxation 2,801,438 1,840,930
Minority interest {6,459) (108)

Profit for the ﬁnancial' period £ 2,794,979 £ 1,840,822

The group has had no discontinued activities in the period. Accordingly, the above results for the group
relate solely to continuing activities and include all recognised gains and losses in arriving at the profit for
the period. This profit is stated on an historical cost basis modified by marking to market of other
financial investments and fair valuation of land and buildings.

~

The notes on pages 13 to 30 form part of these financial statements.



ADYE Holdings Limited

GROUP BALANCE SHEET as at 31 March 2012

ASSETS
As at
31/63/2012
Notes £ £
Intangible assets .
Goodwill 7 249,597
Investments
Land and buildings 8 1,656,000
Financial investments 9 15,066,963
! 16,122,963
Reinsurers’ share of technical provisions
Provision for unearned premiums 2 13,288,867
Claims outstanding k! 9,667,195
22,956,062
Debtors
Debtors arising out of direct insurance
operations 31,161,922
Debtors arising out of reinsurance operations 4,295,123
Other debtors - 1,364,765
36,821,810
Other assets
Tangible fixed assets 10 670,408
Cash at bank and in hand 9,587,317
10,257,725
Prepayments and accrued income
Accried interest 181,377
Deferred acquisition costs 7,381,381
Other prepayments and accrued income 118,111
7,680,869
Total assets £ 94,089,020

The notes on pages 13 to 30 form part of these financial statements.

-8-

As at
30/06/2011
{As restated)
£ £
307,197
506,000
13,564,169
N 14,470,169
6,271,612
2,508,092
8,779,704
22,503,599
736,737
717,364
S g g
173,198
4,189,826
4,363,024
96,819
4,782,452
140,110
5,019,381

£ 56,897,175



ADYE Holdings Limited

GROUP BALANCE SHEET as at 31 March 2012(continued).

LIABILITIES
As at
31/03/2012
_ Notes £ £

Capital and reserves

Called up share capital 11, 12 700

Share premium account 12 699,550

Profit and loss account 12 9,036,942

Equity shareholders’ funds 9,737,192

Equity minority interests ) 2,457,567

TFechnical provisions

Provision for unearned premiums

- gross amount 2 32,140,151

Claims outstanding

- gross amount 3 27,171,185
59,311,336

Creditors

Creditors arising out of direct insurance operations 3,401,190

Creditors arising out of reinsurance operations 11,936,847

Other creditors - including taxation

..endsocielsecurity 18 H066,817 .

19,404,854

Accruals and deferred income 3,178,077

Total liabilities and shareholders’ equity £ 94,089,026

As at
30/06/201 1
{As restated)
£ £
700
699,550
6,241,963
6,942,213
. 713,608
23,764,057
10,730,630
34,494,687
2,922,859
7,078,736
348479
13,486,391
1,260,276

£ 356,897,175

PR

Apfiroved afid signed on behalf of the Board of dir n %\ July 2012,
L :

Andrew Flowers Nicholas Gty

Director Director

The notes on pages 13 to 30 form part of these financial statements.



ADYE Holdings Limited

COMPANY BALANCE SHEET as at 31 March 2012

+

Notes
ASSETS

Investments: )
Investment in subsidiary undertakings o(b)

Debtors:
Sundry debtors

Other assets:
Cash at bank

Total assets

LIABILITIES

Capital and reserves:

Called up share capital 11,12
Share premium account 12
Profit and loss account 12

Equity shareholders’ funds

_ Creditors: |

Other creditors

Accruals and deferred income

Total liabilities and shareholders" equity

As at
31/03/2012

£

700
699,550
1,020,907

8,308

£

£

2,000,000
251

5,234

2,005,485

1,721,157

279,478

4,850

2,005,485

Appifsved/ rjed on behalf of the Board o cttes on 31 July 2012,

\

LS

-

As at
30/06/2011
£ £

2,000,000
2,750

372

L4

2,003,122

700
699,550
1,287,133

1,587,383

11,089

11,089

4,650

£ 2,003,122

Andr\:&‘Fiowrs J - Nicholas ez

Director Director

The notes on pages 13 to 30 form part of these financial statements.

-10 -



ADYE Holdings Limited

GROUP CASH FLOW STATEMENT for the period from I July 2011 o0 31 March 2012

Net cash inflow from operating activities

Returns on investments and servicing of finance

Interest received
Interest paid

Taxation
Taxation paid

Capital expenditure znd financial investments
Payments to acquire tangible fixed assets
Payment to acquire land

Net increase in cash

Cash flows were invested as follows:

Increase in cash.

- Increase in financial investments

Period ended
31/03/2012
£ £

7,736,877

257,968
(21,000)

236,968

(297,650)

(601,595)
(150,000)

6,924,600

5,397,491

1,527,109

6,924,600

The notes on pages 13 to 30 form part of these financial statements.

Year ended
30/06/2011
£ £

9,918,551

125,807
(27,757)

98,050

(130,792)

(769,256)

9,116,553

1,045,427
8,071,126 °

5,116,553



ADYE Holdings Limited

GROUP CASH FLOW STATEMENT for the period from 1 July 2011 fo 31 March 2012

(continued) .

Notes

Movement in opening and closing porifolie investments
net of financing: :

'Net cash flow for the period
Portfolio investments net of financing b/fwd

Other changes including market values and exchange rate effects

X

Portfolic investments net of financing c/fwd

Cash, portiolio invesiment and financing consisting of:
Cash at bank
Financial investments

14(ii)

The notes on pages 13 to 30 form part of these financial statements.

=12 -

Asat As at
317032012 30/06/2011
£ £
6,924,600 9,116,553
17,753,995 8,649,778
(24,315) {12,336)
24,654,280 17,753,995
9,587,317 4,189,826
15,066,963 13,564,169
24,654,280 17,753,995



ADYE Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS

Principal accounting policies

The following accounting policies have been applied consistently in dealing with items which are
considered material in relation to the group financial statements:

Basis of accounting

The financial statements have been prepared under the historical cost convention as modified by
marking to market of other financial investments and fair valuation of land and buildings, the
accounting policies set out below, applicable legislation and in accordance with UK generally
accepted accounting principles as adopted by Gibraltar.

Gibraltar legislation applied in the preparation of these group financial statements includes the
Gibraltar Companies Act and the Insurance Companies (Accounts Directive) Regulation 1997,

The financial statements have been prepared in accordance with the Statement of Recommended
Practice issued by the Association of British Insurers (the “ABI SORP™) on Atcounting for
Insurance Business issued in December 2003,

The annual basis of accounting has been applied to the class of business underwritten by the
Group.

Going concern basis of preparation of the financial statements

The Company’s main sobsidiary, Enterprise nsurance Company PLC (“EICP”) is required ta
maintain a minimum solvency margin as required by the Insurance Companies (Solvency
Margins and Guarantee Funds) Regulations 2004. As at 31 March 2012, EICP had net assets of
£14.3 million and a solvency position of £0.6 million in excess of the minimum solvency margin
of £12.9 million. Any negative variance in the claims reserves at the balance sheet date would
result in a deterioration of the solvency margin position {see note 3).

- The directors consider-that the Group continues {0 have adequate resources to manage its business

risks successfully. Accordingly, the Group has adopted the going concern basis in preparing the
financial statements.

Basis of consolidation

The group financial statements of the ADYE Group include the assets, liabilities and results of
the Company and subsidiary undertakings in which ADYE Holdings Limited has a controlling
interest, using accounts drawn up to 31 March 2012,

The Company has taken advantage of the exemption under Section 7 of the [nsurance Companies
(Accounts Directive) Regulations 1997 from presenting its own profit and loss account.

Business acquisitions
Business acquisitions are accounted for by applying the acquisition method of accounting, which

. adjusts the net assets of the acquired company to fair value at the date of purchase., The

difference hetween fair value of net assets of the acquired company and the fair value of the
consideration given represents goodwill.

Basis of accounting for insurance business

The results are determined on an annual basis, whereby the incurred cost of claims, commission
and related expenses are charged against the earned proportion of premiums, net of reinsurance.

-13-



ADYE Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS

Principal accounting policies (continued)

Premiums .

Premiums writien relate to business incepted during the period, together with any differences
between the booked premiums for prior years and those previously accrued, and include estimates
of premiums due but not yet receivable or notified to the Group less an allowance for
cancellations, discounts, refunds and rebates but before deduction of reinsurance ceded and
commission payable.

Premiums are payable on inception of the policy other than for deferred policies where payment
is due when the claim has been settled.

Qutward reinsurance premiums are accounted for in the same accounting period as the related
direct insurance business.

Unearned premiums reserve .
The unearned premiums reserve represents the proportion of premiums written in the period that
relate to the unexpired terms of the policies in force at the balance sheet date. For policies with
an indefinite period of insurance the premiums are fully earned on the inception date with an
appropriate claims reserve created.

4

Critical accounting estimates - Claims provisions and related reinsurance recoveries

EICP makes estimates and assumptions that affect the reported amounts of assets and liabilities.
These estimates and judgements are continuatly evaluated and based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the
circumstances, The Group’s most critical accounting estimate is the ultimate liability arising from
insurance claims.

Claims incurred comprise claims paid during the financial period together with the movement in -

--the-provision-for -outstanding -claims.Reinsurance -recoveries -are -accounted - for -in-the-same

accounting period as the claims for the related business being reinsured.

The provision for claims outstanding is made on an individual basis and is based on the ultimate
cost of all claims notified but not settled by the balance sheet date. The provision also includes
the estimated cost of claims incurred but not reported at the balance sheet date based on statistical
methods.

Claims oufstanding

The estimation of claims incurred but not reported (“IBNR™) is generally subject to a greater
degree of uncertainty than the estimation of the cost of settling claims already notified to the
Group, where more information about the claim event is generally availabie. Claims [BNR may
often not be apparent to the insurer until many years after the event giving rise to the claim has
happened. Classes of business where the IBNR proportion of the total reserve is high will
typically display greater variations between the initial estimates and the final outcomes becaunse of
the greater degree of difficulty of estimating those reserves. Classes of business where claims are
typically reported relatively quickly after the claim event will tend to display lower levels of
volatility. In calculating the estimated cost of unpaid claims, the Group uses a variety of
estimation techniques, generally based upon statistical analyses of historic experience, which
assumes that the development pattern of the current claims will be consistent with past
experience. -

-14 -



ADYE Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS

Principal accounting pelicies (continned)

Reinsurance recoveries
Contracts entered into by the Group with reinsurers under which the Group is compensated for
losses on one or more insurance contracts issued by the Group are classified as reinsurance

contracts held.

The benefits to which the Group is entitled under its reinsurance contracts held are recognised as
reinsurance assets. These assets consist of short-term balances due from reinsurers, as well as
long-term receivables that are dependent on the expected claims and benefits ariging under the
refated reinsured insurance confracts. Reinsurance liabilities are primarily premiums payable for
reinsurance contracts and are recognised as an expense when due.

The Group assesses its reinsurance assets for impairment on an annual basis. The Group gathers
the evidence that a reinsurance asset is 1mpa1red by having regard to market data on the financial
strength of each of the reinsurance companies. ¢

Aequisition costs

Acquisition costs are included within net operating expenses and comprise brokerage and service
company acquisition costs incurred on insurance contracts writien during the financial period.
They are spread over an equivalent period to that over which the premiums on the underlying
business are earned. Deferred acquisition costs represent the proportion of acquisition costs
incurred in respect of uneamed premiums at the balance sheet date.

Sliding scale commission

Where applicable, sliding scale commission is accrued on business written using ultimate loss
ratios to calculate the commission. It is spread over a period equivalent to that over which the
premiums on the underlying business are earned.

..,.,.Guamntee fund ia‘,les e

Provision is made at the balance sheet date for levies declared by the Financial Services
Compensation Scheme and Motor Insurers’ Bureau based on premium income recognised in the
financial statements. The charge in the technical account is matched to earned premiums.

Foreign currencies

(1) Functional and presentation currency

ftems included in the group financial statements are measured and presented using British pounds
(£), the currency of the primary economic environment in which the Group operates (the
‘functional currency’}), which is also the Group’s presentation currency,

{ii) Transactions and balances

~ Foreign currency transactions arc translated into the functional currency using the exchange rates

prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the

. seftlement of such transactions and from the translation at the exchange rate ruling at the balance

sheet of monetary assets and liabilities denominated in foreign currencies are recognised in the
profit and loss account.

Land and buildings

Land and buiidings are valued at open market valuation. Full valuations are made by independent,
professmnal[y qualified valuers every three years, The aggregate surplus or deficit on revaluation
is taken to the non-technical account.

.15~



Principal accounting policies (continued)

No depreciation or amortisation is provided in respect of land and buildings as the directors
consider that the residual value is not less than the current carrying value. Depreciation is only
one of the factors reflected in the annual valuations, and the amounts which might otherwise have
been shown cannot reasonably be separately identified or quantified.

Other financial investments
Investments comprise of shares and other variable yield securities, debt and other fixed income
securities and unpits in unit trusts stated at market value and deposits with credit institutions which

are stated at market value.

Investment income
Interest income is accounted for as and when it becomes due and receivable.

Realised gains or losses represent the difference between net sales proceeds and purchiase price.

Unrealised gains and losses on investments represent the difference between the current value of
investments at the balance sheet date and their purchase price, The movement in unrealised
investment gains/losses includes an adjustment for previously recognised unrealised gains/losses
on investments disposed of in the accounting period.

Investment return (including realised and the movement in unrealised investment gains and
losses) on investments attributable to the general business and associated shareholder’s funds is
reported in the non-technical account.

Taxation and deferred tax

Current taxation

Current taxation is provided for on the basis of tax rates and tax laws that have been enacted or -
substantiaily enacted at the balance sheet date.

Deferred taxation

Deferred tax is recognised in respect of all significant timing differences that have originated but
not reversed at the balance sheet date where transactions or events that result in an obligation to
pay more tax in the future or a right to pay less tax in the future have occurred at the balance sheet
date. Timing differences are differences between the Company’s taxable profits and its results as
stated in the financial statements that arise from the inclusion of gains and losses in tax
assessments in periods different from those in which they are recognised in the financial

Deferred tax is measured at the average tax rates that are expected to apply in the periods in
which timing differences are expected to reverse, based on tax rates and laws that have been
enacted or substantially enacted by the balance sheet date. Deferred tax is measured on a non-
discounted basis.

~ Goodwill

Positive goodwill arising on acquisition of a group undertaking represents the excess of the fair
value of the consideration given over the fair value of the identifiable assets and liabilities
acquired. This is stated at cost less amortisation.

-16 -



ADYE Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS

1. Principal accou;lting policies {continued)

Positive goodwill is capitalised and treated as an asset on consolidation. Positive goodwill is
regarded as having a limited useful economic life of eight years and is amortised through the
profit and loss account on a straight line basis over its useful economic life.

A provision for impairment is made when necessary.

Investments in subsidiary undertakings
Investments in group undertakings are recorded in the Group’s balance sheet at cost less any
necessary provision for impairment in value.

Impairment reviews

A review for impairment of investments is conducted if events or changes in circumstances
indicate that the carrying amount of-any asset may not be recoverable in full. To the extent that
the carrying amount exceeds the recoverable amount, the asset is impaired and is written down.
Any impairment loss is recognised in the profit and loss account.

Tangible fixed assets
The cost of fixed assets is their purchase cost, together with any incidental expenses of
acquisition.

Depreciation is calculated so as to write off the cost of tangible fixed assets, less their estimated
residual values, on a siraight-line basis over the expected useful economic lives of the assets
concerned. The principal annual rates used for this purpose are:

Leasehold improvement 20%
Computer equipment 25%
Office equipment ) 25%

Operating leases
Rentals payable under operating leases are charged to the profit and loss account as incurred over
the term of the lease.

2 Earned premiums net of reinsurance
Period ended 31/03/2012

Gross Reinsurance Net

£ £ £

Premiums receivable 75,196,960  (32,495,744) 42,701,216
Unearned premiums carried forward (32,140,151) 13,288,867  (18,851,284)
Unearned premiums brought forward 23,764,057 {6,271,612) 17492445
Change in the provision for unearned premiums (8,376,094) 7,017,255 (1,358,839
Premiums earned £ 66,820,866 (25,478,489  41342,377
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ADYE Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS

2. Earned premiums, net of reinsurance (continued)
Year ended 30/06/2011
Gross Reinsurance Net
£ £ £
Premiums receivable 51,922,789  (13,084,483) 38,838,306
Unearned premiums carried forward {23,764,057) 6,271,612 (17,492,445)
Unearned premiums brought forward 10,245,888 (712,219) 9,533,669

Change in the provision for unearned prf-:miums (13,518,169} 5,559,393 J{7.958,776)

Premiums earned £ 38,404,620 (7,525,000 30,879,530

3 Claims incurred net of reinsurance

Period ended 31/03/2012

Gross  Reinsurance Net
£ £ £
Claims paid : ' 20,790,171 (6,139,098) 14,651,073
Outstanding claims carried forward 27,171,185 (9,667,195 17,503,990
Qutstanding claims brought forward (10,730,630) 2,508,092 (8,222,538)

16,440,555 (7,159,103) 9,281,452

Claims incurred £ 37,230,726  (13,298,201) 23,932,525
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NOTES TO THE FINANCIAL STATEMENTS

3.

Claims incurred, net of reinsurance (contiriued)

Year ended 30/06/2011
Gross Reinsurance Net
£ £ £
Claims paid 13,586,573 (603,404) 12,983,169
Qutstanding claims carried forward 10,730,630 (2,508,092) 8,222,538
QOutstanding claims brought forward (3,258,337) 885,500 (2,372,837)

71,472,293 (1,622,592) 7 5,849,701

Claims incurred £ 21,058,866 (2,225,996) 18,832,870

EICP commissioned its first full actuarial valuation of its geographically diverse motor book
since it started writing motor business in France in January 2010. The review was carried out by
Towers Watson (TW) as at 31 December 2011 and ‘apdated” to 31 March 2012 to coincide with
the Company’s balance sheet date,

The claim reserves relating to the motor book amounted to £22.9 million. TW provided EICP
with a best estimate of £27.3 million, a difference of £4.4 million (£1.5 million net of
reinsurance) and a range of possible outcomes on claims reserves which were partiaily based on
EICP’s limited historical data and comparisons to the overall market and subsections that most
resemble EICP’s diverse and niche business. The reviews conducted by TW and the best
estimates provided therein show wide variations in the ultimate loss ratic and best estimate
between the reporting dates with March review showing significant improvements on the
December 2011 position. The directors believe that had the actuary taken into account factors
specific to EICP*s modus operandi and not had to rely on market data in the absence of internal
data then their best estimate would have been similar to EICP’s reserve position. Therefore, the
directors are confident that the claims reserves in the financial statements are more than adequate.

Any negative variance in the claims reserves at the balance sheet date would result in a

deterioration of the solvency margin position (see note 1).
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ADYE Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS

4.

Net operating expenses

Acquisition costs

Change in deferred acquisition cost

Change in deferred acquisition cost — reinsurers
Other operating expenses

Reinsurance commissions

Other charges

Legal and professional fees

Gross wages and salaries
Depreciation of tangible fixed assets
Goodwill amortisation

Auditor’s remuneration

Bank loan interest payable
Other expenses

Period ended
31/63/2012

£

18,079,100

(2,598,929)
1,944,485
1,535,755

(8,644,157)

£ 10,316,254

Period ended
31/03/2012
£

1,642,812
2,322,845
104,385
57,600
36,095

21,000
1,508,772

£ 5725967

Year ended
30/06/2011
{As restated)
£

12,038,589

(3,852,297)
965,338
97,492

(3,225,330)

£ 6,023,792

¥

Year ended
30/06/2011
£

1,752,534

2,210,627
53,007
76,800
29,963 °

27,757
106,704

£ 4277379

The aggregate amounts of emoluments paid to Directors of Group Companies during the period

amounted to £1,706,998 (2011: £1,748,914).

The Group bore the cost of an average twenty-five (2011: nineteen) employees during the period

(including directors).
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ADYE Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS

6.

Taxation

Current tax

Gibraltar corporation tax on profit for the period
Tax on ordinary profits

Deferred tax
Origination and reversal of timing differences

Tax on profit from ordinary activities

Period ended Year ended
31/0372012 30/06/2011

£ £

410,192 156,527
410,192 156,527

1,497 610

411,689 157,137

The tax assessed for the period is higher (201 1: lower) than the standard rate of corporate tax in

Gibraltar of 10%. The differences are explained below:

Profit on ordinary activities before tax

* Profits on ordinary activities multiplied by the

standard rate of Corporation tax of 10%
Effects of:
Expenses not deductible for tax purposes

Difference between depreciation and capital allowances
Income not taxable

Current tax charge for the period

-21-

1,998,067 °

Period ended Year ended

31/03/2012 30/06/2011

(As restated)

£ £

3,213,127

321,313 199,807

399,682 124,561

(4,942) 1,630
(305,861) (169,471)

419,192 156,527




" ADYE Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS

7. Goodwill

£

Cost

At 31 March 2012 and 1 July 2011 614,397

Amortisation

At 1 July 2011 ' 307,200
. Charged during the period : 57,600

At31 March 2012 ' 364,800

Net book value . ’

At 31 March 2012 £ 249,597

At 30 June 2011 £ 307,167

Goodwill represents the excess of the fair value of the consideration given over the fair value of
the identifiable assets and liabilities acquired in EIG Holdings Limited. This is stated at cost less
amortisation.

8.  Land and buildings

Asat] July 2011 769,256
Additions during the period 150,000
As at 31 March 2012 919,256
Revaluation )

As at 31 March 2012 and 1 July 2011 136,744
Market Value

Asat31 March2012 £ 1,056,000
Asat1July2011 - £ 906,000
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ADYE Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS

8.

Land and buildfngs {continued)

Land and buildings is composed of commercial property units and car parking spaces at Ragged
Staff Wharf, Queensway Quay, Gibraltar. The commercial property units are being occupied by
the Company as offices.

The last open market revaluation on the commercial property units was on 7 June 2011 by Paul

Gibson MRICS of Gibsons Chartered Surveyors. The properties {excluding the parking spaces)
were valued at £846,000.

Other financial investments

(a) Financial investments (Grouﬂp)

¥

As at Asat
31/03/2012  30/06/2011
£ £

Shares and variable yield securities
and units in unit trusts 2,589,854 2,702,695
Debit securities and other fixed income securities. 8,341,391 4,300,108

Deposits with credit institutions 4,135,718 6,561,366

£ 15,006,963 £ 13,564,169

The cost of financial investments at 31 March 2012 was £14,200,798 (2011: £13,375,483). .

(b) Investinents in subsidiary undertakings (Company)

As at Asat

31/03/2012  30/06/2011

£ £

Investment in EIG Holdings Limited £ 2,000,000 £ 2,000,000
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ADYE Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS

9, Other financial investments (continued)

The investment represents 100% of the ordinary shares in EIG Holdings Limited, a company

registered in Gibraltar.
Country of Percentage  Costofthe  Capital and Profit
incorporation  held by the  investments reserves & loss
Comparny £ £ £
EIG Holdings Limired Gibraltar 100% 2,000,000 8,282,822 2,776,017
(2011: (2011: (2011; (2011

100%) 2,000,000) 5,506,805}  3,875,153)

"

This information is based on the subsidiary company’s latest andited accounts as at 3 I"March 2012.

Indirect holdings
Company Country of Percentage  Cost ofthe  Capital and Profit
incorporation feld by the  investments reserves & loss
Company £ £ £
Enterprise Insurance Gibraltar 09,094, 9,160,600 14,349,085 645,898
Company PLC (EICP) (2011: (2011: (2011: (2011
99.99%) 4,050,000} 5,175,846)  1,077,341)
EIG Services Limited Gibraltar 100% 11,000 644,900 3,139,457

@o11: (2011: (2011: (2011: *
o A00%) 11,000)............305,443) ...2,129,602) o

Qualify Rating Limited United 100% 150,000* 79,413* 20,623*
(QRL) Kingdem ) (2011: (2011: (2011: (2011:

100%) 150,000) 100,000) (41,210))

£9,261,000
(2011:
6,461,000)

it e ———

* Figures are based on unaudited financial statements.
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ADYE Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS

10.

11,

Tangible fixed assets

Leasehold Computer Office
improvements equipment  equipment Total
£ £ £ £
Cost
At 1 July 2011 47,129 869,976 22,846 939,951
Additions during period 285,502 219,371 96,722 601,595
At 31 March 2012 332,631 1,089,347 119,568 1,541,546
Depreciation
At 1 July 2011 1,347 743,951 21,455 766,753
Charge for the period . 32,125 59,237 13,023 104,385
At 31 March 2012 33,472 803,188 34,478 871,138
Net book value
At 30 June 2012 299,159 286,159 85,690 670,408
At 31 March 2012 45,782 126,025 1,391 173,198
Calied up share capital
As at As at
31/03/2012 - 30/06/2011
£ £
Authorised: .
1,000 ordinary shares of £1 each : 1,000 1,000
1,600 non-cumulative redeemable preference shares of £1 each 1,600 1,000
£ 2,000 £ 2,000
Share capital allotted, called up
and fully paid:
. 500 ordinary shares of £1 each 500 500
200 non-cumulative redeemable preference shares of £1 each 200 200
£ 7006 £ 700

shares which can be redeemed only at the option of the Company.
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ADYE Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS

12. ~ Reconciliation of shareholders’ funds and movements in reserves

Group

Balance at t July 2011

Prior vear adjustment (see Note 19)

Balance at | July 2011, as restated

A

Profit for the period

Balance at 31 March 2012

Share
Share Premium Profit and
Capital account loss account Total
£ £ £ £
700 699,550 7,449,784 8,150,034
- - (1,207,821)  (1,207,821)
700 699,550 6,241,963 6,942,213
- - 2,794,979 7 2,794,979
£ 700 699,550 9,636,942 9,737,192

The share premium relates to 200 redeemable preference shares of £1 each issued at a premium of

£3,497.75 each.

Company

Balance 4t 1 July 2011

Profit for the peried

Balance at 31 March 2012

Share
Share Premium Profit and .
Capital account loss account Total
700 699,550 1,287,133 1,987,383
- - (266,226) {266,226)
£ 700 699,550 1,020,907 1,721,157
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ADYE Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS

13, Other creditors including taxation and social security

_ As at As at
31/063/2082 30/06/2011

£ £

B Insurance premium tax ) 3,077,001 2,533,458
Taxation and social security costs 186,279 180,401

Rhone Holdings Limited loan 700,000 700,000

B Sundry creditors 103,537 70,937

- ' . £ 4,066,817 £ 3,484,796

A

4. (@ Reconciliation of profit to net operating cashflows

Period ended Year ended
31/03/2012 30/06/2011

{As restated)
_ £ £
Profit before taxation and minority inferest 3,213,127 1,998,067
Adjustments for:
- Depreciation 104,385 53,007
Amortisation of goodwill 57,600 76,800
Interest receivabie (257,968) (125,807)
- Interest expense 21,000 27,757
e Unrcahsedlosses/(gams) L 24,315(]24,408) [
Increase in debtors and prepayments (15,525,598) (16,130,300)
— Increase in net technical provisions - 10,640,291 ~ 13,808,477
Increase in creditors and accruals and deferred income 7,722,225 9,672,458
Increase in minority interest 1,737,500 662,500
Net cash inflow from operating activities £ 77136877 £ 9918551
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ADYE Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS

14.

15.

Reconciliation of loss to net operating cashflows (continued)

(ii) Movement in opening and closing portfolio investments net of financing:

Cash flows Other
2011 for the periecd movements 2012
£ £ £ £
Cash at bank and in hand 4,189,826 5,397,491 - 9,587,317
Financial investments 13,564,169 1,527,109 24,315y 15,066,963
£ 19,753,995 6,924,600 (24,315} 24,654,280

Segmental reporting

Period ended 31/03/2012

Fire and
other damage Legal Third party
Motor  to property expense liahility Miscellaneous Total
£ £ £ £

Gross written premiums 54,574,507 1,792,158 10,007,181 4,503,560 4,319,557 75,196,960

- Gross armed premiums 45,014,750 1917813 0,681,089 4,503,560 702754 66,820,866

Gross claims ingurred (30,405,164)  (1,275463)  (1,381,754)  (1,062,118)  (2,906,227) (37,230,726)
Gross operating expenses  (12,548,675) (753,716)  (1,266,467)  (1,380,584) (626,300) " (16,575,742)

Reinsurance balance (3,117,380) 154,751 (2,958,171) - - (5,920,800)

Premiums written for direct insurance business total £75,845,258 and for reinsurance business
(£648,298) and have been concluded by the Company in Gibraltar.
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ADYE Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS

15.  Segmental reporting (continued)
Year ended 30 June 2011, as restated
Fire and
other damage Legal
Motor 10 property expense Miscellaneous Total
£ £ £ L £
Gross written premiums 36,135,377 2,043,936 ‘5,548,543 8,194,933 51,922,789
Gross earned premiums 21,966,391 2,533,804 5,312,192 8,502,173 38,404,620
Gross claims incurred (14,339,292) (3,075,750) 567,851 (4,211,677) (21,058,868)
Gross operating expenses  (4,885,544) (837,133) (1,888,450) {672,655) (8,283,782)
Reinsurance balance (2,848,270} 617,975 (808,807) - (3,039,102)
Premiums written for direct insurance business total £46,556,780 and for reinsurance business
£6,837,535 and have been concluded by the Company in Gibraltar,
16.  Related party transactions

Significant transactions during the period and balances at the end of the period with related
parties that require disclosure in accordance with Financial Reporting Standard No. 8 were as

follows:
Expenses Amonnts due to partics
For the period  For the year As at Asat
31/03/20612  30/06/2011 31/03/2012  30/06/2011
£ £ £ £
Rhone Holdings Limited 846,000 1,027,757 702,333 749,333
Monitor Insurance Services
Limited 1,431,500 46,329 40,599 1,974
A Flowers 1,075,000 1,000,000 - -
Aquarius Company Secretaries
Limited 4,765 6,650 - -
Cruz & Co 25,793 61,916 4,000 15,777
PDL International 45,000 60,000 - 5,000
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ADYE Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS

16.

17,

18.

19,

20,

21,

Related party transactions (continued)

The amount for Rhone Holdings Limited includes 2,333 (2011:£9,333) accrued interest included
in accruals and deferred‘ income account.

The entities above are considered related parties since they are under common ownership and/or
have directors in common with ‘the Company, who exercise influence over the financial and
operating policies of the Company.,

Future rental commitments under operating leases

EICP has annual commitment of £29,494 under a six year non-cancellable operating lease
commencing on 4 May 2011.

-

Charge ag'ainst assets

The balances held on various accounts with one of its banker, Hampshire Trust PLC, amounting
to £3,183 have been charged to Hampshire Trust PLC. No liability to Hampshire Trust PLC
greater than the balances held with Hampshire Trust PLC exists.

Restatements

The Group restated its 30 June 2011 financial statements to correct an error in the elimination of
intra-group transactions. The effect is an increase of £1,207,821 to net operating expenses (and,
therefore, a reduction in the profit for the year) and a reduction in deferred acquisition cost in the

balance sheet.

Comparatives

The results shown in the profit and loss account relate to the nine month period from 1 July 2011
to 31 March 2012. The comparative information shown is for the year ended 30 June 2011,

Ultimate controlling party

The immediate parent undertaking and ultimate controlling entity is Aquarius Trust Company
Limited, a trust company registered in Gibraltar.

No one individual has a controlling interest in the shares of the Company.
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