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Enterprise Insurance Company Plc

DIRECTORS’ REPORT

The directors submit their report and the audited financial statements for the year ended 30 June 2009,

Principle activity
The principle activity of the Company is the provision of a number of bespoke and tailored wholesale
insurance solutions.

The Company is licensed by the Gibraltar Financial Services Commission under the Financial Services
(Insurance Companies) Act, to underwrite insurance classes;

Accident
Goods in transit
Fire and natural forces
Damage to property
6  Miscellaneous financial loss
7  Legal expenses

—_—— D GO ] —

Review of business and future developments

During the year the Company has actively pursued its strategy of developing a diverse portfolio of niche
insurance offerings. The historical core business of providing ‘After the Event’ legal expenses insurance
has seen strong growth with premiums written increasing from £1.7 million in the year to 30th June 2008
to £2.37 million in the year to 30th June 2009. The main growth in premium income year on year
however has been derived from Miscellaneous Financial Loss products which has risen from £220,059 in
2008 to £7.35 million in 2009,

In the year the Company commenced writing a book of Motor Warranty and Gap business and the trading
period closed with the signing of a Reinsurance to Close treaty effective 30th June 2009 for a similar
book of business. As of the date of signing these accounts and post year end the Company has further
diversified its portfolio by underwriting a book of UK household insurance with appropriate reinsurance
cover in place. Further the Company was granted an extension to its insurance licence on the 18th
November 2009 permitting the Company to underwrite motor insurance in Greece. It is anticipated that a
French motor account will be added to the portfolio in 2010 and the Company will continue to develop
additional niche products.

In summary the Board is pleased with the results for 2009 and is both excited and confident that strong
and controlled growth will continue into 2010 and beyond

Results and dividends
The results for the year are shown in the profit and loss account on pages 7 and 8. The directors do not
recommend the payment of a dividend.

Directors
The directors of the Company during the year were as follows:

Andrew Flowers

Nicholas Cruz

Keith Newing

Martin Etheridge  (resigned on 12/06/2009)

Peter Longstaff was appointed to the board on 1* of July 2009,



Enterprise Insurance Company Plc

DIRECTORS’ REPORT (continued)

Financial risk management objectives and policies

The company 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 assets are not sufficient to fund the obligations arising from policies as they fall due. The most
important components of financial risk are price risk, currency risk, credit risk, liquidity risk and cash
flow interest rate risk.

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

Interest rate risk

Cash deposits are held in interest bearing current accounts and the revenue generated on these is
consequently subject to variations in interest rates. However, given the relative immateriality of interest
earned it is felt unnecessary to employ any hedging instruments.

Credit risk

Credit risk arises from policies sold on a deferred basis where premium is due on settlement of the case.
As at 30" June 2009, debtors from fully deferred schemes represented £1,766,602. In addition, the
debtors for part deferred schemes where a proportion of premium is paid on policy inception and the
balance on case conclusion, represented £960,460.

In addition, credit risk arises from policies sold on a non-deferred basis where premium is due on or soon
after policy inception. The Company actively manages credit control to minimize credit risk. Of the
£5,767,586 non-deferred debtors at 30" June 2009, £5,725,725 represents balances due for less than 90
days.

Liquidity risk

The company retains a significant proportion of Gross Written Premiums in separately identifiable
retention bank accounts thereby ensuring a prudent level of cash is available to meet its obligations
arising from policies.

Currency risk
The company has no exposure to currency risk as all transactions are denominated in Sterling.

Statement of Directors’ responsibilities

Company law requires the directors to prepare financial statements for each financial year, which give a
true and fair view of the state of affairs of the Company and of the profit or loss for that year. 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 and the Insurance Companies (Accounts Directive)
Regulations 1997. 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.
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DIRECTORS’ REPORT (continued)

Auditors
The retiring auditors are Baker Tilly (Gibraltar) Limited who are eligible for reappointment.

Vi

Andrew Flowers ~ Keith Newing
Director Director

Date V&6 Tocowres 20094




-

BAKER TILLY
(GIBRALTAR) LTD

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
ENTERPRISE INSURANCE COMPANY PLC

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

Report on the Financial Statements

We have audited the financial statements of Enterprise Insurance Company Plc for the year ended 30 June 2009
which comprise the Profit and Loss Account, the Balance Sheet, the Cash Flow Statement and the related notes.
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 statements in
accordance with the Gibraltar Companies Act, the Insurance Companies (Accounts Directive) Regulations 1997
and Gibraltar Accounting Standards (Gibraltar Generally Accepted Accounting Practice). This responsibility
includes designing, implementing and maintaining internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in
the circumstances,

Auditor’s responsibilities

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with International 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 to obtain audit evidence about the amounts and disclosures in the
financial statements, The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal controls relevant to the entity’s preparation and fair presentation of
the financial statements in order to design aundit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal controls. 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 obtained is sufficient and appropriate to provide a basis for our audit
opinion.
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BAKER TILLY
(GIBRALTAR) LTD

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 company’s affairs as at 30 June 2009 and of its results for the
year then ended.

Report on Other Legal and Regulatory Requirements

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

(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)
Regulations 1997.

®) State in our report whether in our opinion the information given in the Directors’ Report is consistent
with the financial statements.

(c) Report 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 and 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 in respect of our responsibility set out in (c) above.

Jose Julio Pisharello
Statutory auditor for and on behalf of

BAKER TILLY (GIBRALTAR) LIMITED
Registered Auditors

Chartered Accountants
Regal House
Queensway

Gibraltar

Pate: 16 DEC 2009



Enterprise Insurance Company Plc

PROFIT AND LOSS ACCOUNT for the year ended 30 June 2009

TECHNICAL ACCOUNT

Earned premiums, net of reinsurance
Gross written premiums
Outward reinsurance premiums

Net written premiums
Change in the gross provision
for unearned premiums

Change in the provision for unearned
premiums, reinsurers’ share

Earned premiums, net of reinsurance
Other technical income

Claims incurred, net of reinsurance
Claims paid

Gross amount
Reinsurer’s share

Change in the provision for claims
Gross amount
Reinsurer’s share

Claims incurred, net of reinsurance

Net operating expenses

Balance on the Technical Account

2009 2008
Notes £ £ £ £
2 9,755,929 1,988,872
2 - -
9,755,929 1,988,872
2 (5,266,469) (28,076)
) - -
(5,266,469) (28,076)
4,489,460 1,960,796
11,809 562
3 (764,273) (330,360)
3 - -
(764,273) (330,360)
3 (337,709) (148,186)
3 146,903 465,420
(190,800) 317,234
(955,079) (13,126)
4 (843,015) (831,474)
£ 2,703,175 £ 1,116,758

The notes on pages 12 to 21 form part of these financial statements.



Enterprise Insurance Company Plc

PROFIT AND LOSS ACCOUNT for the year ended 30 June 2009

NON - TECHNICAL ACCOUNT

Balance on the General Business
Technical Account

Investment income
Interest receivable

Other charges

Profit/(loss) on ordinary activities before tax

Tax on ordinary activities

Retained profit/(loss) for the financial year

2009
Notes

2,703,175 L1

19,077

(1,790,468) (1,6

931,784 4

(450)

11 £ 931,334 £

2008

16,758

60,221

03,915)

26,936)

(450)

27,386)

The company has had no discontinued activities in the year, accordingly, the above results for the
Company relate solely to continuing activities and include all recognised gains and losses in arriving at
the profit for the year. This profit is stated on an historical cost basis.

The notes on pages 12 to 21 form part of these financial statements.



Enterprise Insurance Company Plc

BALANCE SHEET as at 30 June 2009

ASSETS

Reinsurers’ share of technical provisions
Claims outstanding

Debtors

Debtors arising out of direct insurance
operations — amounts owed by intermediaries

Other debtors

Other assets
Cash at bank and in hand
Tangible fixed assets

Prepayments and accrued income
Deferred acquisition costs
Other prepayments and accrued income

Total assets

Notes

2009
£ £

878,680

8,494,658

527,496
9,022,154

1,859,655

5,171
1,864,826

59,217

32,822
92,039

£ 11,857,699

The notes on pages 12 to 21 form part of these financial statements.

2008

731,777

1,820,798
423,964

2,244762

1,114,818
18,870

1,133,688

5,615
20,477

26,092

£ 4136319



Enterprise Insurance Company Plc

BALANCE SHEET as at 30 June 2009 (confinued)

LIABILITIES
2009 2008
Notes £ £ £ £

Capital and reserves
Called up share capital 9 62,000 62,000
Share premium account 10 3,163,999 3,163,999
Profit and loss account 11 (21,252) (952,586)
Equity shareholders’ funds 3,204,747 2,273,413
Technical provisions
Provision for unearned premiums 2 5,294,545 28,076
Claims outstanding — gross amount 3 1,693,483 1,355,774

6,988,028 1,383,850
Creditors
Other creditors 12 1,566,059 400,680
Accruals and deferred income 98,865 78,376
Total liabilities and shareholders’ equity £ 11,857,699 £ 4,136,319

Approved and signed on behalf of the Board of directorson | & Decortaag 200

S e

Andrew Flowers Keith Newing
Director Director

The notes on pages 12 to 21 form part of these financial statements.
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Enterprise Insurance Company Plc

CASH FLOW STATEMENT for the year ended 30 June 2009

Net cash inflow/(outflow) from general business

Taxation
Taxation paid

Capital expenditure and financial investments
Payments to acquire tangible fixed assets

Net increase/(decrease) in cash

CASH FLOWS WERE INVESTED AS FOLLOWS:
Increase/(decrease) in cash holdings
Net investment of cash flows

Portfolio investments net of financing brought forward

Portfolio investments net of financing carried forward

Consisting of:

Cash at bank

The notes on pages 12 to 21 form part of these financial statements.
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Notes

13

2009 2008
£ £
746,584  (1,111,781)
(450) (450)
(1,297) (3,422)
744,837  (1,115,653)
744,837  (1,115,653)
1,114,818 2,230,471
1,859,655 1,114,818
1,859,655 1,114,818




Enterprise Insurance Company Plc

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 company's financial statements:

Basis of accounting

The financial statements have been prepared under the historical cost convention, the accounting
policies set out below, applicable legislation and in accordance with Gibraltar Accounting
Standards.

Gibraltar legislation applied in the preparation of these financial statements includes the
Companies Act and the Financial Services (Insurance Companies) Act.

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 Accounting for
Insurance Business issued in December 2005.

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

Premiums

Premiums written relate to business incepted during the year, 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 company less an allowance for
cancellations, discounts, refunds and rebates but before deduction of reinsurance ceded and
commission payable,

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

Unearned premiums reserve

The uncarned premiums reserve represents the proportion of premiums written in the year 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.

Claims incurred
Claims incurred comprise claims paid during the financial year 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.

Claims provisions and related reinsurance recoveries

Provision is made at the year-end for the estimated cost of claims incurred but not settled at the
balance sheet date. The estimated cost of claims includes expenses to be incurred in settling
claims and a deduction for the expected value of recoveries. The company takes all reasonable
steps to ensure that it has appropriate information regarding the claims exposures. However,
given the uncertainty in establishing claims provisions, it is likely that the final outcome will
prove to be different from the original liability established.
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Enterprise Insurance Company Plc

NOTES TO THE FINANCIAL STATEMENTS

Principal accounting policies (continued)

Acquisition costs

Acquisition costs are included within net operating expenses and comprise brokerage and service
company acquisition costs incurred on insurance contracts written during the financial year. They
are recognised at the same time as premiums are earned.

Interest receivable
Interest receivable is accounted for on an accruals basis. Investment return is recorded in the non-
technical account.

Taxation and deferred tax
No provision is made for corporation tax, nor for deferred tax, as the company is exempt from
paying corporation tax on its profits (see note 6).

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 straight-line basis over the expected useful economic lives of the assets
concerned. The principal annual rates used for this purpose are:

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.

-13-



Enterprise Insurance Company Plc

NOTES TO THE FINANCIAL STATEMENTS

2.

Earned premiums net of reinsurance

2009
Gross Reinsurance Net
£ £ £

Premiums receivable 9,755,929 - 9,755,929
Unearned premiums carried forward (5,294,545) - (5,294,545)
Unearned premiums brought forward 28,076 - 28,076

(5,266,469) - (5,266,469)
Premiums earned £ 4,489,460 - 4,489,460

The premiums receivable for the year of £9,755,929 includes a premium of £4,734,126 relating to
reinsurance inwards resulting from a reinsurance agreement entered into by the Company on

5™ August 2009 but effective 30 June 2009.

2008
Gross Reinsurance Net
£ £ £

Premiums receivable 1,988,872 1,988,872
Unearned premiums carried forward (28,076) - (28,076)
Unearned premiums brought forward - - -

(28,076) - (28,076)
Premiums earned £ 1,960,796 1,960,796

-14 -



Enterprise Insurance Company Plc

NOTES TO THE FINANCIAL STATEMENTS

3. Claims incurred net of reinsurance

Claims paid

Outstanding claims carried forward

Outstanding claims brought forward

Claims incurred

Claims paid

Outstanding claims carried forward
Outstanding claims brought forward

Claims incurred

-15-

2009
Gross Reinsurance Net
£ £ £
764,273 - 764,273
1,693,483 (878,680) 814,803
(1,355,774) 731,777 (623,997)
337,709 (146,903) 190,806
£ 1,101,982 (146,903) 955,079
2008
Gross Reinsurance Net
£ £ £
330,360 - 330,360
1,355,774 (731,777) 623,997
(1,207,588) 266,357 (941,231)
148,186 (465,420) (317,234)
£ 478,546 (465,420) 13,126




Company on 5" August 2009 but effective 30 June 2009 (see note 2).

The reinsurance to close (RITC) agreement contained a provision for Enterprise to receive a one-
off arrangement fee of £300,000 in addition to underwriting profits. As a result of complex and
time consuming work performed by EIG Services Ltd in relation to negotiation and conclusion of
the RITC, the Board agreed to record an equivalent expense in the accounts of Enterprise in

favour of EIG Services Ltd, such amount being paid post year end.

Other charges
2009
£
Gross wages and salaries 621,422
Social security costs 14,929
Depreciation 14,996
Legal & professional fees 284,981
Other expenses 854,140

£ 1,790,468

2008
£

614,282
15,190
23,182

238,337

712,924

£ 1,603,915

The directors received emoluments during the year amounting to £359,617 (2008: £344,200).

These are included in gross wages and salaries,

The Company bore the cost of an average ten (2008: thirteen) employees during the year
(including directors), nine of which where employed by EIG Services Limited, a sister Company.
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