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Strategic report

The Directors present their Strategic Report for the year ended 31 December 2019.
Business Review
The principal activity of the Company is, and will continue to be, a holding company.

The loss before tax was £38.9m (2018: profit £13.7m). The loss attributable to shareholders amounted to
£41.1m (2018: £14.6m profit). No dividend was paid during the year (2018: nil)

The Directors continue to adopt the going concern basis in preparing the annual report and accounts,
which is discussed further in note 1.

The Directors expect the general level of activity to remain consistent with 2019 in the forthcoming year.

Principal Risks and Uncertainties

A review of the principal risks and uncertainties faced by the Company, and how it mitigates against
them, is set out in the Directors’ Report.

Approved by the Board of Directors on 11 May 2020 and signed on its behalf.

Company Secretary
11 May 2020

One America Square
London
EC3N 2LS
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Directors’ report

The Directors present their Annual Report together with the financial statements and auditor’s report for
the year ended 31 December 2019.

Directors

The current Directors of the Company are set out on page 1. The Directors of the Company who served
during the year and up to the date of this report were:

C J Hopton (Chairman) (Non-executive) (resigned 8 October 2019)
D J Douetil (Chief Executive Officer) (resigned 8 October 2019)

N J E Cook

J Kelly (Non-executive) (resigned 8 October 2019)

A N McMellin (resigned 8 October 2019)

J Morley (Non-executive) (resigned 8 October 2019)

N J Moss (appointed 27 November 2019)

A P Stafford (appointed 27 November 2019)

P J Vincent (resigned 8 October 2019)

I Waterston

Directors’ liabilities

The Company has granted an indemnity to all of its Directors against liability in respect of proceedings
brought by third parties, subject to the conditions set out in the Companies Act. Such qualifying third-
party indemnity provision remains in force as at the date of approving the Directors’ Report.

Employees

The Company is committed to creating a working environment in which all employees are treated with
dignity and respect at work and in any work-related setting. No form of intimidation, bullying or
harassment will be tolerated. Individual differences and the contributions of all our staff are recognised
and valued. We seek to eliminate discrimination and encourage diversity amongst our workforce, to
provide equality and fairness for all in our employment and not to discriminate on grounds of gender,
marital status, race, ethnic origin, colour, nationality, national origin, disability, sexual orientation,
religion or age. We oppose all forms of unlawful and unfair discrimination.

All employees, whether part-time, full-time or temporary, will be treated fairly and with respect.
Selection for employment, promotion, training or any other benefit will be on the basis of aptitude and
ability. All employees will be helped and encouraged to develop their full potential and the talents and
‘resources of the workforce will be fully utilised to maximise the efficiency of the organisation.

The Company seeks to achieve a common awareness among the staff of the financial and economic
factors affecting the business by a comprehensive system of employee communication.
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Directors’ report (continued)

Principal risks and uncertainties

The management of the Company’s business and the execution of its strategy are subject to a number of
risks and uncertainties, which can be categorised broadly into “business risks” and “financial risks”.

Business Risks
The key business risks and uncertainties affecting the Company are considered to relate to:
e competition from insurance, reinsurance brokers and managing agents;

e recruitment and retention of staff; and
e substantial changes in the premium rating environment;

The business is focused on specific sectors in which it believes it can successfully compete. Our inclusive
culture, the reward strategy and development opportunities offered to staff are designed to mitigate the
risk of losing or failing to attract staff.

Financial Risks

The key financial risks affecting the Company are currency risk, credit risk, liquidity risk and pension
risk.

The Company manages its financial risks through a framework of policies and procedures approved by the
Board.

Currency risk

The Company is exposed to currency risk in respect of its intercompany balances denominated in
currencies other than pounds sterling. The most significant currencies to which the Company is exposed
are the US dollar and the Canadian dollar. The Company seeks to mitigate the risk through a programme
of forward currency sales in the principal foreign currencies in which it earns its brokerage.

Credit risk

Credit risk is the risk that a counterparty will be unable to pay amounts in full when due. Key areas where
the Company is exposed to credit risk are:

e amounts due from subsidiary undertakings.

Liquidity and cash flow risk

Liquidity risk is the risk that cash may not be available to pay obligations when due at a reasonable cost.
The Board closely monitors cash flow and cash flow projections.

Pension risk

The Company is exposed to a risk of adverse movement in the value of its pension scheme assets and
liabilities. The value of liabilities is driven by annual assumptions notably on mortality and the discount
rate. The investment strategy is reviewed by the Board. The Board and the pension scheme trustee take
appropriate advice from actuaries and investment advisers.
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Directors’ report (continued)

UK Exit from the EU

The Company has considered the implications of leaving the EU and does not believe it will have a
material impact to the ongoing operations of the business.

Covid-19

On 11 March 2020, Covid-19 was declared a pandemic due to the rising rate and scale of infection
observed. Covid-19 has caused disruption to businesses and economic activity which has been reflected in
recent fluctuations in UK and global financial markets. Given the inherent uncertainties, it is not practical
to determine the exact impact of Covid-19 on the Company’s future financial performance or to provide
any detailed quantitative estimate of the impact. The Group has put in place certain measures to mitigate
an immediate reduction in income and cash flows, with additional actions available to improve cash flow
further if the pandemic impact continues longer than expected. The Group’s business continuity plan was
successfully implemented and we continue to trade successfully, service clients to our high standard and
to recruit and hire high quality staff.

Auditor Information
Each Director at the date of approval of this report confirms that:

e so far as he is aware, there is no relevant audit information of which the Company’s auditor is
unaware; and

¢ he has taken all the steps that he ought to have taken as a Director to make himself aware of any
relevant audit information and to establish that the Company’s auditor is aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of Section 418 of
the Companies Act 2006.
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Directors’ report (continued)

Statement of Directors’ responsibilities

The following statement, which should be read in conjunction with the auditor’s statement of the
respective responsibilities of directors and auditor set out on the following pages, is made with a view to
distinguishing for shareholders the respective responsibilities of the directors and the auditor with regard
to the financial statements.

The Directors are responsible for preparing the Annual Report and the financial statements in accordance
with applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that
law, the Directors have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law),
included FRS102 the Financial Reporting Standard applicable in the UK and the Republic of Ireland.
Under company law, the Directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the Company and the Company, and of the profit or
loss of the Company for that period. In preparing these financial statements, the Directors are required to:

e select suitable accounting policies and then apply them consistently;

¢ make judgements and estimates that are reasonable and prudent;

e state whether applicable UK Accounting Standards have been followed, 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 inappropriate 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 to enable them to ensure that the financial statements comply with the
Companies Act 2006. They are also responsible for safeguarding the assets of the Company and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.

The Directors are responsible for the maintenance and integrity of the corporate and financial information
included on the Company’s website. Legislation in the United Kingdom governing the preparation and
dissemination of financial statements may differ from legislation in other jurisdictions.

Approved by the Board of Directors on 11 May 2020 and signed on its behalf.

S K Bjyant
Company Secretary

11 May 2020




Independent auditor’s report

to the shareholders of Minova Insurance Holdings Limited

Independent auditor’s report to the members of Minova Insurance Holdings
Limited

Report on the audit of the financial statements

Opinion
In our opinion the financial statements of Minova Insurance Holdings Limited (the ‘company’):

e give atrue and fair view of the state of the company’s affairs as at 31 December 2019 and of its
loss for the year then ended,

e have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice, including Financial Reporting Standard 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland”; and

¢ have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:

o the profit and loss account;

o the balance sheet;

o the statement of changes in equity; and
o the related notes 1 to 19.

The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including Financial Reporting Standard 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (United Kingdom Generally Accepted
Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the auditor's
responsibilities for the audit of the financial statements section of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC’s’)
Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.




Independent auditor’s report (continued)
to the shareholders of Minova Insurance Holdings Limited

Conclusions relating to going concern
We are required by ISAs (UK) to report in respect of the following matters where:

» the directors’ use of the going concern basis of accounting in preparation of the financial
statements is not appropriate; or

e the directors have not disclosed in the financial statements any identified material uncertainties
that may cast significant doubt about the company’s ability to continue to adopt the going
concern basis of accounting for a period of at least twelve months from the date when the
financial statements are authorised for issue.

We have nothing to report in respect of these matters.

Other information

The directors are responsible for the other information. The other information comprises the information
included in the annual report, other than the financial statements and our auditor’s report thereon. Our
opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. 1f we
identify such material inconsistencies or apparent material misstatements, we are required to determine
whether there is a material misstatement in the financial statements or a material misstatement of the other
information. If, based on the work we have performed, we conclude that there is a material misstatement
of this other information, we are required to report that fact.

We have nothing to report in respect of these matters.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, 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, whether due to fraud or error.

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




Independent auditor’s report (continued)
to the shareholders of Minova Insurance Holdings Limited

Auditor’s responsibilities for the audit of the financial statements

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

A further description of our responsibilities for the audit of the financial statements is located on the
FRC’s website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s
report.

Report on other legal and regulatory requirements

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

¢ the information given in the strategic report and the directors’ report for the financial year for
which the financial statements are prepared is consistent with the financia) statements; and

o the strategic report and the directors’ report have been prepared in accordance with applicable
legal requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the
course of the audit, we have not identified any material misstatements in the strategic report or the
directors’ report.

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report in respect of the following matters if, in our
opinion:
e adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or
e the financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or
* we have not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters.




Independent auditor’s report (continued)
to the shareholders of Minova Insurance Holdings Limited

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16
of the Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them in an auditor’s report and for no other purpose. To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company’s members as a body, for our audit work, for this report, or for the opinions we
have formed. .

Adam Knight FCA (Senior statutory auditor)
For and on behalf of Deloitte LLP

Statutory Auditor

London, United Kingdom

15 May 2020
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Profit and loss account
for the year ended 31 December 2019

Administrative expenses

Other operating income

Operating (loss)/profit

Net loss on financial assets and liabilities at fair value
through profit and loss

Other income

Interest payable and similar charges

(Loss)/profit on ordinary activities before taxation
Tax on (loss)/profit on ordinary activities

(Loss)/profit attributable to shareholders

All operations other than the share of the discontinued loss from insurance undertaking relate to

continuing activities.

Restated

2019 2018

Notes £000 £000
(4,843) (5,424)

4 608 15,860
3 (4,235) 10,436
13 (29,846) (6,476)
- 15,824

5 (4,856) (6,054)
(38,937) 13,730

7 2,1149) 1,448
(41,051) 15,178

The accompanying notes form an integral part of the financial statements.

11
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Statement of comprehensive income
for the year ended 31 December 2019

Restated

Note 2019 2018

£000 £000

(Loss)/profit for the financial year (41,051) 15,178
Remeasurement loss recognised on defined benefit

pension schemes 16 (2,454) 7
Tax relating to components of other comprehensive

income - )

Other comprehensive (loss)/profit (2,454) 6

Total comprehensive (loss)/profit (43,505) 15,184

Total comprehensive (loss)/profit for the year
attributable to equity shareholders of the Company (43,505) 15,184

12
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Balance sheet
as at 31 December 2019

Notes
Fixed assets
Loans to subsidiary undertakings 8
Investment in subsidiary undertakings 8
Current assets
Debtors
— due within one year 9
— due after one year 9
Cash at bank and in hand including
short-term deposits
Creditors: due within one year 10
Net current (liabilities)/assets
Total assets less current liabilities
Creditors: due after one year 11
Total net assets
before pension liability
Pension liability 16
Total net assets
Capital and reserves
Called up share capital 14
Share premium account 14
Profit and loss account 14
Investment in own shares 15

Equity shareholders’ funds

Restated
2019 2018
£000 £000
18,844 18,844
102,727 102,986
121,571 121,830
893 26,155
5 3,035
27 8,958
925 38,148
(95,944) (4,599)
(95,019) 33,549
26,552 155,379
(1,242) (84,130)
25,310 71,249
(15,407) (17,458)
9,903 53,791
16 12
3,208 3,208
6,679 50,625
9,903 53,845
- (54)
9,903 53,791

The accompanying notes form an integral part of the financial statements for Minova Insurance Holdings
Limited, company number 1494399, which were approved by the Board of Directors on 11 May 2020 and

signed on its behalf.

N J Moss
Finance Director

13
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Statement of changes in equity

as at 31 December 2019

Called-up Share Reserve Profit and Total
Share Premium For Own  Loss Account Equity
Capital Shares (restated)
£000 £000 £000 £000 £000
At 31 December 2017 12 3,208 - 35,826 39,046
Prior year restatement - — - (586) (586)
Restated 31 December 2017 12 3,208 — 35,240 38,460
Profit for the year - - - 15,178 15,178
Other comprehensive profit - — — 6 6
Total comprehensive
profit for the year - - - 15,184 15,184
Employee benefit trust
movement - - (54) 54 -
Share based payment
transactions — - - 147 147
At 31 December 2018 12 3,208 (54) 50,625 53,791
Loss for the year — _ _ (41,051) (41,051)
Other comprehensive loss _ _ - (2,454) (2,454)
Total comprehensive
loss for the year - - - (43,505) (43,505)
Employee benefit trust
movement - - 54 (588) (534)
Issued in the year 4 — - - 4
Share based payment
transactions - - - 147 147
At 31 December 2019 16 3,208 _ 6,679 9,903

14
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Notes to the accounts
for the year ended 31 December 2019

1. Accounting policies
The principal accounting policies are summarised below.
General information and basis of accounting

Minova Insurance Holdings Limited (“the Company”) is a private Company limited by shares
incorporated in the United Kingdom under the Companies Act 2006 and is registered in England and
Wales. The address of the Company’s registered office is shown on page 1.

The accounts are prepared under the historical cost convention, modified to include certain items at fair
value, and in accordance with Financial Reporting Standard 102 (FRS 102) issued by the Financial
Reporting Council.

The Company meets the definition of a qualifying entity under FRS 102 and has therefore taken
advantage of the disclosure exemptions available to it in respect of its separate financial statements. The
Company is consolidated in the financial statements of its parent, Blackwood Topco Limited, which may
be obtained at 22 Grenville Street, St Helier, Jersey JE4 8PX. Exemptions have been taken in these
separate Company financial statements in relation to financial instruments, presentation of a cash flow
statement and remuneration of key management personnel.

The functional currency of the Company is considered to be pounds sterling because that is the currency
of the primary economic environment in which the Company operates.

Going concern

The financial statements have been prepared under the going concern concept. After making enquiries, the
Directors have a reasonable expectation that the company has adequate resources to continue in
operational existence for the foreseeable future.

The company has made a loss in the year but the balance sheet shows a net asset position.

15
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Notes to the accounts
for the year ended 31 December 2019

1. Accounting policies (continued)

Foreign currencies

Transactions in foreign currencies are recorded at the rates of exchange at the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are reported at
the rates of exchange prevailing at that date.

Pensions

Employees are eligible, subject to certain qualification criteria, to become members of a Company
pension scheme. In respect of other employees, employer contributions are made to relevant state pension
plans.

For defined contribution schemes, the amount charged to the profit and loss account in respect of pension
costs and other post-retirement benefits is the contributions payable in the year. Differences between
contributions payable in the year and contributions actually paid are shown as either accruals or
prepayments in the balance sheet.

For defined benefit schemes (which were closed to new members in 2000 and closed to future accrual in
January 2010), the amounts charged to operating profit are the past service costs and gains and losses on
settlements and curtailments. They are included as part of staff costs. Past service costs are recognised
immediately in the profit and loss account. The net interest cost on the net defined benefit liability is
charged to profit or loss and included within interest payable and similar costs.

Remeasurement comprising actuarial gains and losses and the return on scheme assets (excluding amounts
included in net interest on the net defined benefit liability) are recognised immediately in other
comprehensive income.

Defined benefit schemes are funded, with the assets of the scheme held separately from those of the
Company, in separate trustee administered funds. Pension scheme assets are measured at fair value and
liabilities are measured on an actuarial basis using the projected unit method. The actuarial valuations are
obtained at least triennially and updated at each balance sheet date. The resulting defined benefit asset or
liability, net of the related deferred tax, is presented separately on the face of the balance sheet.

Other long-térm employee benefits are measured at the present value of the benefit obligation at the
reporting date.

16



M

MINOVA

INSURANCE Minova Insurance Holdings Limited

Notes to the accounts
for the year ended 31 December 2019

1. Accounting policies (continued)
Taxation

Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted or substantively enacted by the balance
sheet date.

Deferred tax is recognised in respect of all 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 statements.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that, on the basis of
all available evidence, it can be regarded as more likely than not that there will be suitable taxable profits
from which the future reversal of the underlying timing differences can be deducted.

Where items recognised in other comprehensive income or equity are chargeable to or deductible for tax
purposes, the resulting current or deferred tax expense or income is presented in the same component of
comprehensive income or equity as the transaction or other event that resulted in the tax expense or
income.

Current tax assets and liabilities are offset only when there is a legally enforceable right to set off the
amounts and the Company intends either to settle on a net basis or to realise the asset and settle the
liability simultaneously.

Deferred tax assets and liabilities are offset only if: a) the Company has a legally enforceable right to set
off current tax assets against current tax liabilities; and b) the deferred tax assets and deferred tax
liabilities relate to income taxes levied by the same taxation authority on either the same taxable entity or
different taxable entities which intend either to settle current tax liabilities and assets on a net basis, or to
realise the assets and settle the liabilities simultaneously, in each future period in which significant
amounts of deferred tax liabilities or assets are expected to be settled or recovered.

Investment in subsidiary undertakings

The investment in subsidiary undertakings is stated in the balance sheet at the cost of shares less any
provision for impairment.

Own shares and reserves

Shares purchased by the EBTs are valued at acquisition cost. Disposals are valued at average cost.
Realised gains and losses arising on transactions in own shares are recorded as a movement in reserves.
The share premium reserve contains the premium arising on issue of equity shares, net of issue expenses.

The profit and loss reserve represents cumulative profits or losses, net of dividends paid and other
adjustments.

The capital redemption reserve is non-distributable. It relates to retained reserves within a subsidiary
company which have been converted to share capital.

17
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Notes to the accounts
for the year ended 31 December 2019

1. Accounting policies (continued)

Financial instruments

Financial assets and financial liabilities are recognised when the Company becomes a party to the
contractual provisions of the instrument.

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements. An equity instrument is any contract that evidences a residual interest in the assets of the
Company after deducting all of its liabilities.

(i) Financial assets and liabilities

All financial assets and liabilities are initially measured at transaction price (including transaction costs),
except for those financial assets classified as at fair value through profit or loss, which are initially
measured at fair value (which is normally the transaction price excluding transaction costs), unless the
arrangement constitutes a financing transaction. If an arrangement constitutes a finance transaction, the
financial asset or financial liability is measured at the present value of the future payments discounted at a
market rate of interest for a similar debt instrument.

Financial assets and liabilities are only offset in the balance sheet when, and only when there exists a
legally enforceable right to set off the recognised amounts and the Company intends either to settle on a
net basis, or to realise the asset and settle the liability simultaneously.

The Company has adopted the disclosure and presentation requirements of Sections 11 and 12 of FRS
102.

Debt instruments which meet the following conditions are subsequently measured at amortised cost using
the effective interest method:

(a) Returns to the holder are (i) a fixed amount; or (ii) a fixed rate of return over the life of the
instrument; or (iii) a variable return that, throughout the life of the instrument, is equal to a single
referenced quoted or observable interest rate; or (iv) some combination of such fixed rate and
variable rates, providing that both rates are positive.

(b) There is no contractual provision that could, by its terms, result in the holder losing the principal
amount or any interest attributable to the current period or prior periods.

(c) Contractual provisions that permit the issuer to prepay a debt instrument or permit the holder to
put it back to the issuer before maturity are not contingent on future events, other than to protect
the holder against the credit deterioration of the issuer or a change in control of the issuer, or to
protect the holder or issuer against changes in relevant taxation or law.

(d) There are no conditional returns or repayment provisions except for the variable rate return
described in (a) and prepayment provisions described in (c).

If the above conditions are not met, debt instruments that are classified as payable or receivable within
one year and which meet the above conditions are measured at the undiscounted amount of the cash or
other consideration expected to be paid or received, net of impairment.

Other debt instruments not meeting these conditions are measured at fair value through profit or loss.

Financial assets are derecognised when and only when a) the contractual rights to the cash flows from the
financial asset expire or are settled, b) the Company transfers to another party substantially all of the risks
and rewards of ownership of the financial asset, or c¢) the Company, despite having retained some
significant risks and rewards of ownership, has transferred control of the asset to another party and the
other party has the practical ability to sell the asset in its entirety to an unrelated third party and is able to
exercise that ability unilaterally and without needing to impose additional restrictions on the transfer.

Financial liabilities are derecognised only when the obligation specified in the contract is discharged,
cancelled or expires. .

18
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Notes to the accounts
for the year ended 31 December 2019

1. Accounting policies (continued)
Financial instruments (continued)
(ii) Investments

Investments in non-convertible preference shares and non-puttable ordinary or preference shares (where
shares are publicly traded or their fair value is reliably measurable) are measured at fair value through
profit or loss. Where fair value cannot be measured reliably, investments are measured at cost less
impairment.

Except as stated below, investments are stated at cost less any required impairments. In the company
accounts, shares in associated undertakings are accounted for using the equity method. Interest on deposits
and interest bearing investments is credited as it is earned.

(iii) Equity instruments

Equity instruments issued by the Company are recorded at the fair value of cash or other resources
received or receivable, net of direct issue costs.

v

(iv) Fair value measurement

The best evidence of fair value is a quoted price for an identical asset in an active market. When quoted
prices are unavailable, the price of a recent transaction for an identical asset provides evidence of fair
value as long as there has not been a significant change in economic circumstances or a significant lapse
of time since the transaction took place. If the market is not active and recent transactions of an identical
asset on their own are not a good estimate of fair value, the fair value is estimated by using a valuation
technique.

Share-based payment
The Company issues equity and cash settled share-based payments to certain employees.

Equity-settled share-based payments are measured at fair value (excluding the effect of non market-based
vesting conditions) at the date of grant. The fair value determined at the grant date of the equity-settled
share-based payments is expensed on a straight-line basis over the vesting period, based on the
Company’s estimate of shares that will eventually vest and adjusted for the effect of non market-based
vesting conditions. Cash settled share-based payments have their fair value reassessed every year within
the vesting period.

The fair value is expensed over the vesting period, subject to revaluation at the end of each year. Any
changes in the fair value are recognised in the profit and loss account.

The Directors use a valuation model based upon an historical weighted average five year earnings per
share multiple to measure the fair value of a share.

19
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Notes to the accounts
for the year ended 31 December 2019

1. Accounting policies (continued)
Impairment of assets

Assets, other than those measured at fair value, are assessed for indicators of impairment at each balance
sheet date. If there is objective evidence of impairment, an impairment loss is recognised in profit or loss
as described below.

Non-financial assets

An asset is impaired where there is objective evidence that, as a result of one or more events that occurred
after initial recognition, the estimated recoverable value of the asset has been reduced. The recoverable
amount of an asset is the higher of its fair value less costs to sell and its value in use.

The recoverable amount of goodwill is derived from measurement of the present value of the future cash
flows of the cash-generating units of which the goodwill is a part. Any impairment loss in respect of a
CGU (cash generating unit) is allocated first to the goodwill attached to that CGU, and then to other assets
within that CGU on a pro-rata basis.

Where indicators exist for a decrease in impairment loss, the prior impairment loss is tested to determine
reversal. An impairment loss is reversed on an individual impaired asset to the extent that the revised
recoverable value does not lead to a revised carrying amount higher than the carrying value had no
impairment been recognised. Where a reversal of impairment occurs in respect of a CGU, the reversal is
applied first to the assets (other than goodwill) of the CGU on a pro-rata basis and then to any goodwill
allocated to that CGU.

Financial assets

For financial assets carried at amortised cost, the amount of impairment is the difference between the
asset’s carrying amount and the present value of estimated future cash flows, discounted at the financial
asset’s original effective interest rate.

For financial assets carried at cost less impairment, the impairment loss is the difference between the
asset’s carrying amount and the best estimate of the amount that would be received for the asset if it were
to be sold at the reporting date.

Where indicators exist for a decrease in impairment loss, and the decrease can be related objectively to an
event occurring after the impairment was recognised, the prior impairment loss is tested to determine
reversal. An impairment loss is reversed on an individual impaired financial asset to the extent that the
revised recoverable value does not lead to a revised carrying amount higher than the carrying value had no
impairment been recognised.

Prior year adjustment

A prior year restatement has been made to 2018 for the method in which bonuses are accounted. The
Company believe that the new policy better matches the timing of expensing the bonuses with the
recognition of the income generated. The impact on the 2018 results is to increase administrative
expenses by £475k, and create a tax credit of £89k. The cumulative impact as at December 2018 is to
increase the accrued expenses by £1,199k and the tax debtor by £227k.
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2. Critical accounting judgements and key sources of estimation uncertainty

In the application of the Company’s accounting policies, which are described in note 1, the Directors are
required to make judgements, estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates and associated assumptions are
based on historical experience and other factors that are considered to be relevant. Actual results may
differ from these estimates. The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision and future periods if the revision affects
both current and future periods.

Critical judgements in applying the Company’s accounting policies

The following are the critical judgements, apart from those involving estimations (which are dealt with
separately below), that the Directors have made in the process of applying the Company’s accounting
policies and that have the most significant effect on the amounts recognised in the financial statements.

Impairment of assets

The Company tests annually whether goodwill and other assets have suffered any impairment. Other
assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount of the asset exceeds its recoverable amount. The recoverable amount of an asset or a
cash-generating unit is determined based on value-in-use calculations prepared on the basis of
management’s assumptions and estimates. This determination requires significant judgment. In making
this judgment, the Company evaluates, among other factors, the duration and extent to which the fair
value of an investment is less than its cost; and the financial health of and near-term business outlook for
the investment, including factors such as industry and sector performance and operational and financing
cash flows.

Pensions

The present value of. the defined benefit obligation and the pension costs relating to the defined benefit
pension scheme is assessed in accordance with the advice of independent actuaries using the projected
unit method.

Financial instruments

The financial instruments held by the company are held at fair value.
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3. Operating (loss)/profit

Operating (loss)/profit is stated after charging/(crediting):

Staff costs including directors’ emoluments:
Salary and performance bonus

Social security costs

Other pension costs — defined contributions (note 16)
Share-based payment charge

Other staff costs

Auditor’s remuneration —
Unrealised foreign exchange (gain)/loss

The average number of employees during the year was

4. Other operating income

Bank interest receivable
Other income

2019 2018
£000 £000
2,716 1,858
129 159

- 9

147 147
71 118
3,036 2,291
25 30
37 1,427
2019 2018
No. No.

2 3
2019 2018
£000 £000
600 860

8 15,000

608 15,860
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5. Interest payable and similar charges

Interest charge in term notes
Interest charge on Capital Z instrument
Net interest charge on defined benefit liability (note 16)

6. Directors Remuneration

Remuneration of directors of the Company included in staff costs

2019 2018
£000 £000
2,388 3,160
2,013 2,473
455 421
4,856 6,054
2019 2018
£000 £000
2,319 2,354
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7. Tax on (loss)/profit on ordinary activities

2019 2018
£000 £000
(restated)

The taxation charge/(credit) comprises:

Current tax on (loss)/profit on ordinary activities
Corporation tax at 19% (2018: 19%) (447) (1,106)
54

Adjustments in respect of prior years (238)
Total current tax . (393) (1,344)
Deferred tax

Origination and reversal of timing differences (544) (81)
Prior years’ over provision Q) 2
Pension fund deferred tax charge 2,967 (29)
Rate difference 85

Total deferred tax 2,507 (104)
Total tax on (loss)/profit on ordinary activities 2,114 (1,448)

Factors affecting tax charge for the year

The differences between the total tax charge shown above and the amount calculated by applying the
standard rate of UK corporation tax 19% to the profit before tax are as follows:

2019 2018
£000 £000
(restated)

(Loss)/profit on ordinary activities before tax (38,937) 13,730
(Loss)/profit on ordinary activities multiplied by the
standard rate of corporation tax in the UK of 19% (2018: 19%) (7,398) 2,609
Effects of:
Expenses not deductible for tax purposes 6,569 2,001
Profit on disposal of asset - (3,007)
Exempt Dividends - (2,850)
Share options adjustment 26 28
Defined benefit pension schemes adjustment 2,779 3
Prior years’ under/(over) provision — current tax 54 (238)
Prior years’ (over)/under provision — deferred tax 1) 2
Effect of tax rate on deferred tax 85 4
Total tax charge/(credit) for the year 2,114 (1,448)

The UK Government has enacted reductions in the main tax rate to 17% from 1 April 2020. At the
balance sheet date the deferred tax asset has been provided for at rates at which management believe the
assets will be utilised.
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8. Loans and investment in subsidiary undertakings

Long term shares Loans Total
2019 2018 2019 2018 2019 2018
£000 £000 £000 £000 £000 £000
Cost
At 1 January 102,986 85,174 18,844 15,181 121,830 100,355
Additions - 32,924 - 3,663 - 36,587
Disposals (259) (15,112) - - (259) (15,112)

At 31 December
102,727 102,986 18,844 18,844 121,571 121,830

Provision for impairment
At 1 January and 31 December

Carrying value

At 31 December
102,727 102,986 18,844 18,844 121,571 121,830
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8. Loans and investment in subsidiary undertakings (continued)

Details of the principal subsidiary undertakings at 31 December 2019:

Name

BMS Capital Advisory Inc
BMS Group Limited

BMS Intermediaries Inc
BMS Risk Solutions Limited

BMS Risk Solutions Pty Limited

BMS Canada Risk Services Limited

BMS US Holdings Inc

BMS Investment Holdings Limited
Minova Management Services Limited
BMS Latin America LLC

Principal activity

Broker Dealer
Reinsurance and
insurance broking
Reinsurance broking
Reinsurance and
insurance broking
Reinsurance and
insurance broking
Reinsurance and
insurance broking
Corporate investment
Corporate investment
Service Company
Reinsurance and
insurance broking

Company

%

All the above companies are registered and operate in England and Wales except as follows:

BMS Capital Advisory Inc

BMS Intermediaries Inc

BMS Risk Solutions Pty Limited
BMS Canada Risk Services Limited
BMS US Holdings Inc

BMS Latin America LLC

Country

USA
USA
Australia
Canada
USA
USA

Proportion
of ordinary
shares

%

100
100

100
100

100
100
100
100
100
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9. Debtors

Amounts falling due within one year:

Amount due from subsidiary undertakings
Other debtors

Prepayments and accrued income
Deferred tax (note 12)

At 31 December

Amounts falling due after more than one year:

Deferred tax (note 12)

At 31 December

10. Creditors: amounts falling due within one year

Amount owed to subsidiary undertaking
Floating Rate Senior Secured Term Notes
6% Fixed Term Notes

Accruals and deferred income

At 31 December

2019 2018
£000 £000
(restated)

- 24,822

143 593

- 513

750 227
893 26,155

5 3,035

5 3,035

2019 2018
£000 £000
(restated)

95,920 -
- 1,378

- 1,181

24 2,040
95,944 4,599
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Creditors: amounts falling due after one year

Floating Rate Senior Secured Term Notes
6% Fixed Term Notes

Pricoa Warrants

Capital Z instrument

Other creditors

At 31 December

Additional creditor disclosure:

The Company borrowings and derivatives are repayable as follows:

Repayable less than one year
Repayable between one and five years
Repayable greater than five years

At 31 December

2019 2018
£000 £000
- 25,073
- 21,491
- 1,351
- 34,973
1,242 1,242
1,242 84,130
2019 2018
£000 £000
1,242 84,130
1,242 84,130
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Creditors: amounts falling due after one year (continued)

On the 8" October 2019 following the acquisition of the company the Pricoa debt and Capital Z
instrument were repaid in full.

Pricoa debt arrangement

In 2014, the Company entered into a Securities Purchase Agreement with The Prudential Insurance
Company of America and the Prudential Retirement Insurance and Annuity Company (“Pricoa”), for the
issue of the following issued Notes:

o USS 8.25m Floating Rate Senior Secured Revolving Notes Due 31 October 2020
o USS$ 24.75m Series A Floating Rate Senior Secured Term Notes Due 31 October 2020
e USS$ 8.25m Series B 12% Senior Secured Term Notes Due 31 October 2022

Interest due on the Revolving Notes and Series A Notes is calculated at 4.5% above LIBOR (minimum
1%), with non utilised amounts under the Revolving Notes charged at 1.5%.

In May 2017 the Company agreed the terms of a refinancing with Pricoa. The notes have been
restructured as follows:

e USS$ 8.25m Floating Rate Senior Secured Revolving Notes Due 5 May 2023
¢ USS$ 35m Floating Rate Senior Secured Term Notes Due 5 May 2023
e USS$ 30m 6% Fixed Term Notes Due S May 2023

Interest due on the Revolving Notes and Floating Notes is calculated at 4% above LIBOR (minimum 1%),
with non utilised amounts under the Revolving Notes charged at 0.75%.

Pursuant to the Securities Purchase Agreement with Pricoa dated 16 October 2014, warrants were issued
to Pricoa which entitle the holder to subscribe for a maximum of 1,906 B ordinary shares.

Capital Z instrument

On 30 May 2014, 500 preference shares were issued to Capital Z Partners Co-Invest (BMS), L.P.
(“Capital Z”) on completion of their capital investment in the Company, pursuant to the Investment
Agreement dated 20 May 2014. On 1 January 2015, convertible loan notes which were issued to Capital Z
on completion of their capital investment, together with accrued interest, were converted into an
additional 106 preference shares which rank pari passu in all respects with those already in issue. The
preference shares are redeemable on 30 May 2022, or earlier on the occurrence of certain events as set out
in the Articles of Association. Following the completion of the Pricoa debt refinancing in May 2017, 271
preference shares were redeemed. The preference shares accrue a 10% dividend which can be paid or
rolled forward with the capital.

The holders of the preference shares are not entitled to vote at the general meetings of the Company but
are entitled to dividends, provided that such amount shall not exceed the redemption premium of the
preference shares, and upon winding up, an amount equal to the full amount which would have been paid
if the preference shares had been redeemed on such date.

Also on completion of the Capital Z instrument, warrants were issued to Capital Z which entitles the
holder to subscribe for 29,202 B ordinary shares. In addition, further contingent warrants were issued to
Capital Z which would entitle the holder to subscribe to further B ordinary shares, but only on the
occurrence of certain realisation events. The number of contingent warrants that will be issued is based
upon the financial performance against an agreed level of internal rate of return on the Capital Z
instrument.

29



M

MINOVA

INSURANCE Minova Insurance Holdings Limited

12.

Notes to the accounts
for the year ended 31 December 2019

Deferred taxation

Capital allowances:

At 1 January
Credit/(charge) in the year
At 31 December

Other timing differences:
At 1 January
(Charge)/credit in the year
At 31 December

Deferred tax asset:
At 31 December

Additional deferred tax disclosure:

The aggregate Company deferred tax assets are as follows:

Due within one year (note 9)
Due after one year (note 9)

At 31 December

2019 2018
£000 £000
3,262 3,021
(2,507) 241
755 3,262
755 3,262
2019 2018
£000 £000
750 227
5 3,035

755 3,262
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Financial instruments

The Capital Z financing was a combination of preference shares and warrants that were financially
interlinked. Under the accounting standards, notwithstanding the fact that the warrants were expected to
result in the issue of B ordinary shares to Capital Z, we were required (because of the underlying terms of
the instrument) to treat the warrant as a debt item. They were aggregated with the preference share

component.

The carrying values of the Company’s financial assets and liabilities are summarised by category below:

Financial liabilities

Measured at fair value through profit or loss
¢ Capital Z instrument (note 11)*

Measured at amortised cost
o Loans payable (note 11)

At 31 December

* These instruments are all derivative financial instruments.

2019 2018
£000 £000
- 34,973
- 49,123
- 84,096
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Financial instruments (continued)

The Company’s income, expense, gains and losses in respect of financial instruments are summarised

below:
2019 2018
(i) Interest income and expense £000 £000
Interest expense for financial liabilities (note 5) 4,401 5,633
(ii) Fair value gains and losses
On financial liabilities (including derivatives) measured at fair value
through profit or loss (29,846) (6,476)
Net loss on financial assets and liabilities at fair value through profit or loss
(29,846) (6,476)
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Called up share capital and reserves

2019 2018
£ £

Allotted and fully paid:
740 (2018 — 740) A ordinary shares of 5p each - non equity 37 37
292,462 (2018 ~227,142) B ordinary shares of 5p each - equity 14,623 11,357
1,007,270 (2018 — 1,007,270) D ordinary shares of 0.1p each - equity 1,007 1,007
335 (2018 —335) preference shares of $1 each — non equity 202 202
15,869 12,603

The holders of the A ordinary shares are entitled to vote at the general meetings of the Company but are
not entitled to any dividends and are only entitled to the paid up amount upon winding up.

The holders of the B and D ordinary shares are not entitled to vote at the general meetings of the
Company but are entitled to dividends and any surplus upon winding up in proportions determined by the
value of the surplus assets as set out in the Articles.

During the period 75,983 new B ordinary shares were issued.

The Group and Company’s other reserves are as follows:
The share premium reserve contains the premium arising on issue of equity shares, net of issue expenses.

The profit and loss reserve represents cumulative profits or losses net of share based payment charges,
employee trust amounts, and other adjustments.

Investment in own shares

The investment in ‘own shares’ is deducted from shareholders’ funds in the balance sheets.

The amount represents the deduction in arriving at net equity for the consideration paid for the Company’s
shares purchased by the EBTs which had not vested unconditionally in employees at the reporting date.

2019 2018
£000 £000
At 31 December - 54
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Pensions

The Company operates three defined contribution pension schemes, the assets being held separately from
the Company in independently administered funds. The employer contributions are charged direct to the
profit and loss account.

In addition, the Company operates a defined benefit pension scheme, which is closed to new employees
and closed to future accrual.

The defined benefit scheme provides benefits linked to the members’ final pensionable salaries and
service at their retirement (or date of leaving if earlier). The Board of Corporate Trustee is responsible for
running the scheme in accordance with the respective Scheme’s Trust Deed and Rules, which sets out its
powers.

The present value of the defined benefit obligation and the pension costs relating to the scheme is assessed
in accordance with the advice of independent actuaries using the projected unit method. The scheme is a
funded scheme.

The Trustee is required to carry out an actuarial valuation of the schemes every 3 years. The last actuarial
valuation of the scheme was performed by the Scheme Actuary for the Trustees as at 31 December 2016.

The Pension and Assurance Scheme of BMS Associates Limited (BMS Associates)

At the last actuarial valuation at 31 December 2016 the Scheme had a shortfall of £0.7m (prior triennial
valuation at 31 December 2013: shortfall of £1.4m).

The main actuarial assumptions were that the annual compound rate of return on investment would be
4.55% and that the annual increase in pensions would be 2.7%. The assessed value of the assets at the
date of the latest actuarial valuation for funding purposes amounted to £48.9m and the actuarial value of
the assets was sufficient to cover 99% of the value of the benefits that had accrued to members on the
basis of pensionable earnings and service at the date of the valuation on an on-going basis.
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Pensions (continued)
Contributions

2019 2018
£000 £000
Contributions paid to defined benefit schemes 4,960 250
Contributions paid to defined contribution schemes - 9

FRS 102 Disclosures

The disclosures showing the total assets and liabilities of the pension plans are set out below. These have
been calculated on the following assumptions:

BMS Associates

2019 2018 2017 2016
Rate of increase for deferred pensions 2.00% 220% 220% 2.30%
Discount rate 2.05% 280% 245% 2.65%
Inflation assumption 2.80% 320% 3.20% 3.30%
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Pensions (continued)

The disclosures showing the demographic assumptions are set out below.

BMS Associates

Description 2019
Mortality tables before No allowance
retirement
Mortality tables after 100% of PxA08
retirement
- Life expectancy at age 24.1 years

63, male in 2019

- Life expectancy at age 26.3 years
63, male in 2039

- Life expectancy at age 25.1 years
63, female in 2019

- Life expectancy at age 27.5 years
63, female in 2039

25% of members take the
maximum amount of tax-free
cash

Pension commutation for
cash at retirement

2019

No allowance

100% of PxA08

24.2 years

25.3 years

26.5 years

27.7 years

25% of members take the
maximum amount of tax-free cash

The analysis of the scheme assets are at the balance sheet date is as follows:

BMS Associates

2019 2018
Market % of total Market value % of total
value scheme £000 Scheme
£000 assets assets
Bond d cash
san 7,449 15% 6,553 15%
Absolute return
funds 43,910 85% 36,055 85%
Total 51,359 100% 42,608 100%
Actual return on
Scheme assets over
the previous year 5,361 (2,557)

2017
Market value % of total
£000 scheme
assets
6,790 15%
39,649 85%
46,439 100%

764
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16. Pensions (continued)
Movements in fair value of the Scheme assets over the year are as follows:

BMS BMS
Associates Associates
2019 2018
£000 £000
Market value of
assets at the
beginning of the
year 42,608 46,439
Interest income 1,205 1,122
Actual return on
Scheme assets
excluding
interest income 4,156 (3,679)
Employer
contributions 4,960 250
Benefits paid (1,570) (1,524)
Market value of
assets at the end of 51,359 42,608

the year
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Pensions (continued)
Movements in present value of the defined benefit obligations were as follows:

BMS BMS
Associates Associates
2019 2018
£000 £000
At 1 January
60,066 63,733
Interest cost 1,660 1,543
Benefits paid (1,570) (1,524)
Actuarial
losses/(gains) 6,610 (3,686)
At 31
December 66,766 60,066

The amount included in the balance sheet arising from the Company’s obligations in respect of its defined
benefit retirement benefit scheme is as follows:

BMS BMS
Associates Associates
2019 2018
£000 £000
Present value of
defined benefit
obligations (66,766) (60,066)
Market Value of
assets 51,359 42,608
Gross liability
recognised (15,407) (17,458)

in the balance sheet
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Pensions (continued)

The following amounts have been reflected in the profit and loss account and statement of other
comprehensive income.

Amounts charged to operating profit:

2019 2018

BMS BMS

Associates Associates

£000 £000

Past service cost - -
Net interest cost 455 421
Total operating charge 455 421

Amounts recognised in the statement of other comprehensive income:

2019 2018
BMS BMS
Associates Associates
£000 £000

Actuarial (losses)/gains :

on liabilities (6,610) 3,686
Return on assets

excluding amount }

included in net interest 4,156 (3,679)

Total gain/(loss) relating to (2,454) 7
defined benefit scheme ——— —

Related party transactions

Advantage has been taken of the exemption under section 33 of FRS 102, not to disclose transactions
between entities wholly owned within the Minova Insurance Holdings Limited Group.

Ultimate Parent undertaking

The immediate parent undertaking and controlling entity is Blackwood Bidco Limited, a company
registered and operating in England and Wales and incorporated in Great Britain. The parent undertaking
of the largest and smallest group of undertakings for which consolidated accounts are prepared, and of
which the company is a member, is Blackwood Topco Limited. A copy of the accounts of that company
can be obtained from the Registered Office, 22 Grenville Street, St Helier, Jersey JE4 8PX.
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Post balance sheet events

On 11 March 2020, Covid-19 was declared a pandemic due to the rising rate and scale of infection
observed. Covid-19 has caused disruption to businesses and economic activity which has been reflected in
recent fluctuations in UK and global financial markets. Given the inherent uncertainties, it is not practical
to determine the exact impact of Covid-19 on the Company’s future financial performance or to provide
any detailed quantitative estimate of the impact. The Group has put in place certain measures to mitigate
an immediate reduction in income and cash flows, with additional actions available to improve cash flow
further if the pandemic impact continues longer than expected. The Group’s business continuity plan was
successfully implemented and we continue to trade successfully, service clients to our high standard and
to recruit and hire high quality staff.

There have been no other material post balance sheet events for the period ended 31 December 2019.
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