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UK ASSISTANCE ACCIDENT REPAIR CENTRES LIMITED 025568507
DIRECTOR'S REPQRT

The director presents therr report and the audited financial statements for the year ended 31 December 2012

ACTIVITIES AND BUSINESS REVIEW

Activity

The pnncipal activity of the Company conhinues to be the provision of motor vehicle repair services o the general
Insurance companies owned by Direct Line Insurance Group plc  The director does not anticipate any matenal change

in etther the type or level of achivihes of the Company

The immediate parent company has changed iis name on 3 February 2012 from RBS Insurance Group plc 1o Drect Line
Insurance Group plc

The Company Is a subsidiary of Direct Line Insurance Group plc (DUG) which provides the Company with direction and
access to all cendral resources 1t needs and determines policies in all key areqs such as finance, nsk, human resources or
environment For this reason, the drector believes that performance indicators specific fo the Company are not
necessary or appropnate for an understanding of the development, performance or posifion of the business  The annual
reports of Direct Line Insurance Group plc review these matters on a group basis Copies can be obiained from Direct
Line Group Secretanat, Churchill Court, Westmoreland Road, Bromiey, BR1 1DP, the Registrar of Companies or through
the Group's website at www directinegroup com

Review of the year
Business review

The director s satisfied with the Company's performance in the year The Company wilt be guided by its shareholders in
seeking further opportunities for growth

Financial performance
The Company's financial performance 1s presented in the statement of comprehensive iIncome on page 7
Revenue for the year 2012 increased by £6,340,000 (2011 decreased by £7,883,000}, cost of sales increased by £1,558,000

(2011 decreased by £4,049,000) and admiristration expenses increased by £1.663,000 (2011 increased by £1.536,000}
Profit for the year was £19,519,000 (2011 £16,403,000)

An intenm dividend of £6,000,000 was paid on 26 June 2012 (2011 £40,000,000] and the drector does not recommend
the payment of a final dwidend {2011 &nil)

Al the end of the year, the financial posihon reflected fotal assets of £35,612,000 {2011 £21,118,000) and equity of
£18,780,000 (2011 £5,261,000} The net book value of property, plant and equipment was £2,872,000 compared with
£3,279,000 at the end of the previous year

Principal nsks and uncertainties

The Company's financial nsk management objectives and policies regarding the use of financial instruments are set out
In note 2 to these inancial statements

Going concern

The drrector, having a reasonable expectation that the company has adequale resources 1o continue In operational
exisience for the foreseeable future, has prepared the financial statements on a going concern basis




UK ASSISTANCE ACCIDENT REPAIR CENTRES LIMITED 02548507
DIRECTOR'S REPORT (continued)

DIRECTOR'S AND SECRETARY

The present drrector and secretary, who have served throughout the year are listed on page 2

From 1 January 2012 to date the following changes have taken place

Director Resigned
J A Davidson 18 March 2013

DIRECTOR'S RESPONSIBILITIES STATEMENT

The director 1s responsible for prepanng the annual report and the financial statements In accordance with apphicable
law and regulations

Company law requires the director to prepare a director's report and financial statements for each financial year and
the drector hos elected to prepare them in accordance with Intemational financiol Reparting Standards {"IFRSS”) as
adopted by the European Unicn Under company law the director must not approve the financial stalements unless
they are satished that they give a frue and farr view of the state of affairs at the end of the year and the profit or 1oss for
the inancial year of the company In prepanng these financial statements, under Intermahenal Accounting Standard 1,
the director s required to

* select suitable accounting policies and then apply them consistently,

+ presen! Information, including accounting pokcies, n a manner that provides relevant, relable, comparable and
understandable infermation,

*  provide addihonal disclosures when compliance with the specific requirements in IFRSs are insufficient to enable
users to understand the impact of particular fransactions, other events and conditions of the enhty's financial
posthon and performance, and

+  make an assessment of the Company's abihty to continue os @ going concem

The drector 15 responsible for keeping adequate accounting records that are suficient to show and explain the
Company's transactions and disclose with regsonable accuracy at any time the financial posiion of the Company and
to enable them to ensure that the director's report and financial stalements comply with the requirements of the
Comparies Act 2006 They are dlso responsible for safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detechon of fraud and other imegulanties

DISCLOSURE OF INFORMATION TO AUDITOR
The director ot the dote of approval of this report confirms that

« sofar as they are aware there 1s no relevant audit Information of which the Company's auditor 1s unaware and

* the director has taken all the steps that they ought to have taken to make themselves aware of any relevant audit
informaton and to esiablish that the Company's auditor 1s aware of that information

This confirmation 1s given and shall be interpreted in accordance with the provisions of section 418 of the Compamies Act
2006

DIRECTOR'S INDEMNITIES

Direct Line Insurance Group plc has made qualifying thrd parly indemnity provisions for the benefits of the director of
the Company, which were made dunng the year and remain in force at the date of this report




UK ASSISTANCE ACCIDENT REPAIR CENTRES LIMITED 02548507
DIRECTOR'S REPORT {continued)

POLICY AND PRACTICE ON PAYMENT OF CREDITORS

The Company follows the policy and prachce on payment of creditors deterrmined by Direct Line Insurance Group plc,
which 15 committed to maintaining a sound commercial retahonship with its suppliers Consequently, the policy 5 to
negohate and agree lerms and conditions with ifs suppliers, which inciudes the giving of an undenriaking to pay suppliers

withun 30 days of receipt of a corectly prepared invoice submitted in accordance with the temns of the contract or such
other payment penod as may be agreed

At 31 December 2012, the Company had no trade creditors (2011 none)
AUDITOR
Deloitte LLP have expressed ther wilhngness fo continue 1n office as auditor

Approved by the Board of Directors and signed on behalf of the Board

C Weeks
Director
Ll—— June 2013




UK ASSISTANCE ACCIDENT REPAIR CENTRES LIMITED 025468507

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF UK ASSISTANCE ACCIDENT REPAIR CENTRES LIMITED

We have audited the financial statements of UK Assistance Accaident Repar Centres Limited (‘the Company’) for the year
ended 31 December 2012 which compnse the statement of comprehensive income, the balance sheet, the statement
of changes in equity, the cash flow statement and the related notes 1 10 21 The financial reporting framework that has
been applied in ther preparation 1s applicable low and Internahonal Financial Reporting Standards {IFRSs) as adopted
by the European Unicn

This report 15 made solely to the Company's members, as a body. in accordance with Chapter 3 of Part 146 of the
Companies Act 2006 Our audit work has been undertaken 5o that we might state 1o the Company’s members those
matiers we are requrred to state to them in an auditor's report and for no other purpose  To the fullest extent perrmited
by law, we do not accept or assume responsibility to anyone other than the Company and the Company's members os
a body. for our qudit work, for this report, or for the opinions we have formed

Respective responsibililies of director and auditor

As explained more fully in the Director's Responsibiliies Statement, the director 1s responsible for the preparation of the
financial siatements and for being satisiied that they give a true and farr view  Our responsibility 1s to audit and express
an opinton on the financatl statements in accordance with applicable law and Internahienal Standards on Audiling (UK
and Ireland] Those standards require us to comply with the Auditing Prachices Boord's Ethical Standards for Auditors

Scope of the audsd of the financial stalements

An oudit involves oblaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or
error This includes an assessment of whether the accounting policies are appropnate to the Company's circumstances
and have been consistently applied and adequalely disclosed the reasonableness of significant accounting eshmates
made by the direcior, and the overall presentaton of the financial statements In addition, we read all the financial and
non-finoncial information tn the annual report to iIdentfy matenal inconsistencies with the audited financial statements I
we become aware of any apparent motenal misstatements or inconsisiencies we consider the implicatons for our
report

Oplnlon on financial statements
In our opinion the financial statements

= give a lrue and far view of the state of the Company's affarrs as at 31 December 2012 and of 1its profit for the year
then ended,

» have been properly prepared in accordance with IFRSs as adopted by the European Union, and

* have been prepared in accordance with the requirements of the Compames Act 2006

Opinion on other matters prescribed by the Companles Act 2006

In our opirvion the information given in the Director's Report for the financial year for which the financial stalements are
prepared s consslent with the financial statements

Matters on which we are required to report by exception

We have nothing o report in respect of the following matters where the Companies Act 2006 requires us to report to you
if, In our opinion

= adequate accounling records have not been kepl, or returns adequate for our audit have not been received from
branches not visited by us. or

* the financial statements are not in agreement with the accounting records and returns, or

«  certain disclosures of director's remunerahion specified by law are not made, or
we have not re all the information and explanations we require for our audit

LY
Ll

Cve g
Dawid Rush (Semor Statutory Auditor)
for and on behalf of Deloitte LLP
Chartered Accountants and Statutory Auditor
Londen, United Kingdom
(.f June 2013




UK ASSISTANCE ACCIDENT REPAIR CENTRES LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2012

Notes

Revenue 3
Cost of sales 4
Gross profit

Administraiion expenses 5
Other operating ncome 6
Qperating profit

Interest receved 7
Profit betore tax

Income tax expenses 9

Total comprehensive income for the year

The total comprehensive income for the year 15 enfirely atinbutable to equity shareholders of the Company

02568507
2012 20M
£'000 £'000

112,400 106,060
(68.023) (66.465)
44,377 39,595
(19.109) (17,435)

65 42

25,333 22,202

175 41N
25,508 22,613
5.989} {6,210)
19.519 16,403

The accompanying notes on pages 11 to 31 form an integral part of these financial statements




UK ASSISTANCE ACCIDENT REPAIR CENTRES LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2012

Assets

Non-current assets
Propenly. plant and equipment

Current assets

Inventones

Trade and olher recevables
Prepayments

Cash and cash equivalents

Total assets

Liabilties

Curmrent liabilities
Bomowings

Trade and other payables
Cument tax habilifies

Non-cumrent liabilities
Deferred tax habilities

Total labiiitles

Equity
Share capita! and retained earnings
Total equity

Total! liabllities and equlty

Notes

i3
14
15
16

18
17

i2

19

02548507
2012 201
£'000 £'000
2872 3.279
1.314 988
29,676 16,724
133 127
1,617 -
32740 17.839
35612 21,118
- a7
10,487 9.392
6,258 6,150
16,745 15,629
87 228
14,832 15,857
18,780 5,261
18,780 5,261
35612 21,118

The financal slatements were approved by the Board of Directors on lf— June 2013 and signed on its behalf by

C Weeks
Director

The accompanying notes on pages 11 to 31 form an integral part of these financial statements




UK ASSISTANCE ACCIDENT REPAIR CENTRES LUIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2012

Balance at 1 January 2011

Total comprehensive income for the year
Dividends paid

Balance at 31 December 2011

Total comprehensive iIncome for the year
Dividends paid

Balance at 31 December 2012

02568507
Share Retained

capital earnings Total
£'000 £'000 £'000
- 28,858 28,858

- 16,403 16,403
- {40.000) (40,000}

- 5,261 5,261

- 19,519 19.519
- {6,000} (6.000)

- 18,780 18,780

The accompanying notes on pages 11 to 31 form an integral part of these fincncial statements




UK ASSISTANCE ACCIDENT REPAIR CENTRES LIMITED

CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2012

Cash flows from operating actlivitles
Profit for the year before tax

Adjustments tor

Depreciation of property, plant and equipment
Investment revenues

Loss/(gain} on disposal of property, plant and equipment
Operaling cash flows before movements in working capital

Movement In working capital
Net (increase)/decrease m inventones
Net (increase}/decrease in frade and other receivables

Notes

n

Net (Increase}/decrease in prepoyments, accrued income and other assels

Net increase in trade and cther payables
Net cash from operating activities betore tax

Income tax paid
Net cash generated from operating activities

Cash flows from investing activities

Interest recewved

Purchases of property. plant and equipment

Proceeds from disposal of property, plant and equipment
Loans advanced to related parhes

Loan repayments received from related parhies

Net cash {used by)/generated from Investing activities

Cash flows from financing activities
Dvidends paid
Net cash flows used In financing activilies

Net increase/{decrease) In cash and cash equivalents
Cash and cash equivalents af the beginning ol the year
Cash and cash equivalents at the end of the year

1

21
21

10

16,18

02568507
2012 201
£'000 £000

25,508 22,613
625 845
{175) (411)
- {8)
25,958 23,041
(326) 555
{2,295) 129
(6) 26
1.095 (845)
24,426 22,906
(6.022) {7.876)
18,404 15,030
175 411
(218) {188)
- 6
{104,951) (105.017)
94,294 129,736
{10,700) 24,948
(6.000) {40,000)
(4.000) (40,000)
1,704 i22)
(87} {65)
1,617 (87)

The accompanying noles on pages 11 to 31 form an ntegral part of these inancial statements

10




UK ASSISTANCE ACCIDENT REPAIR CENTRES LIMITED 02548507

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

1 Accounting policies

a) Presentation of accounts

The accounts have been prepared on the going concern basis (see page 3 of the Drecior's Report] and In accordance
with Intemational Financial Reporting Standards issued by the Internahonal Accounting Standards Board (IASB) and
interpretations issued by the Internahonal Financial Reporting Interpretations Committee of the 1ASBE as adopted by the
European Union {EUJ (fogether IFRS)

The accounts are prepared on the histonical cost basis

The Company 1s incorporated in the UK and registered in England and Wales

The Company's accounts are presented in accordance with the Companies Act 2006
b) Revenve recognition

The Company's revenue compnses vehicle repar services provided 1o related parties as well as other third party
customers Revenue in respect of repaws to vehicles I1s recognised upon completon of the serice The pnce 1s
delermined using market rates for the services and matenals used offer discounts and sales laxes have been deducted
where applicable All revenue anses in the United Kingdom

Interest Income on financial assets s determined using the effective nterest rate method The effective interest rate
method 1s a way of calculating the amortised cost of a financial asset [or group of financial assets) and of allocating the
nlerest income over the expected fe of the asset In the case of hnancial assets classfied as avalable-for-sale,
eshmates are based on the straight-ine method, which management has determined 1s a close approximation fo the
effective interest rate

c) Taxation
The tax expense represents the sum of the tax cumently payable and defered tax

The cument tax expense 15 based on the taxable profits for the year as determined in accordance with the relevant tax
legistation, after any adjusiments in respect of prior years Taxable profit chffers from net! profit as reported in the income
stolement because it excludes tems of Income or expense thot are taxable or deductible in other years and 1t further
excludes items that are never taxable or deduchble

Provision for taxohon 1s calculated using tax rates that have been enacted or substanhively enacted by the balance
sheet date, and 15 allocated over protits before taxation and amounts charged or credited to components of other com-
prehensive iIncome and equity, as appropnate

Deferred taxation 1s accounted for in full using the balance sheet labily method on all temporary differences between
the camying amount of an asset or ability for accounting purposes and ils camying amount for tax purposes

Deferred tax labihhies are generally recogrised for all taxable temporary timing differences and deferred tax assets are
recogrised o the extent that it 15 probable that taxable profits will be availlable against which deductble temporary
differences can be utilised

Deferred tax assels are reviewed at each balonce sheet date and reduced to the extent that it s probable that they will
not be recovered

Detfered tax habiihes are calculated at the tax rates expected to apply when ihe labilly 15 setfled and defered lox
assets based on lows and rates that have been enacted or substanhvely enacted at the balance sheet date Deferred
tax 15 charged or credited in the income statement, except when it relates to items charged or credited in other
comprehensive income, N which case the deferred fax 1s also declt with in other comprehensive income

H




UK ASSISTANCE ACCIDENT REPAIR CENTRES LIMITED 02568507

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

1 Accounting policies {continved)

d) Dividends

Intenm dividends on crdinary shares are recogmsed in equity i the penod in which they are paid  Final drdends on
ordinary shares are recognised when they have been approved at a general meetng

e) Property, plant and equipment
Plant and equipment are stated at cost less accumulated depreciation and any imparment 1oss  Where an ifem of

property, plant and equipment compnses maor components having different useful lives, they are accounted for
separately

Depreciation 1s charged 1o the profit or ioss on a straight-line basis 5o as to wnte off the depreciable amount of property,
plant and equipment {including assets owned and lel on operating leases) over therr eshmated useful lives

The depreciable amount is the cost of an asset less its residual value Land s not depreciated Estmated useful lives are
as follows

Freehold and long leasehold buldings - 50 years or the penod of the lease if shorter
Computer equipment -uyp o 5 years

Vehicles - 5years

Other equipment including property - 410 15 years

adaptahon costs

The gain or loss ansing from the derecognihion of an item of properly, planl and equipment s determined as the
difference between the net disposal proceeds, if any, and the camying amount of the item

f) impairment of property, ptant and equipment

Al each reporting date, the Company assesses whether there s any indication that 1ts intangible assets or plant and
equipment are impaired  If any such indicahon exists, the Company eshmates the recoverable amount of the asset and
the imparment loss if any  The recoverable amount of an asset 15 the higher of its fair value, less costs to sell and i1ts value
nuse Value in use s the present value of future cash flows from the asset discounted at a rate thai reflects market
interest rates, adjusted for nsks specific to the asset ar cash-generaling unit that have not been reflected in the estmation
of future cash flows

If the recoverable amount of an intangible or a tangible asset 1s less than its camying value, an impairment loss 1s
recognised immediately in the income statement and the camying value of the asset 1s reduced by the amount of the
imparment loss

A reversal of an impairment loss on intangible assets or property, plant and equipment 1s recognised as it anses provided

the increased camying value does not exceed the camying amount that would have been determined had no
imparment loss been recognised Imparment losses on goodwill are not reversed

g} Financlal assets

Financial assets are clossified os held-to-matunty, availlable-for-sale, designated as at fair valve through profit or loss, or
loans and receivables

Loans and receivables
Non-denvative financial assets with fixed or determinable repayments that are not quoted In an active market are
classified as loans and recetvables Loans and receivables are inihally recognised at far value plus directly related

transaction cosis They are subsequently measured at amortised cost using the effective interest method, less any
impairment losses

12




UK ASSISTANCE ACCIDENT REPAIR CENTRES LIMITED 02548507

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

1 Accounting policies (continued)

h) Impalrmenti of financial assels

Al each balance sheet date the Company assesses whether there 15 any objechve evidence thal a financial asset or
group of financial assets classified loans and recewvables 15 impared A financial asset or portfolio of financial asset 1s

imparred and an imparment loss incurred If there 15 objective evidence that an event or events since intha! recognition
of the asset have adversely affected the amount or timing of future cash flows from the asset

Loans and receivables
If there 15 objective evidence thal an imparment loss on a financial asset or group of financiol assets classified as loans
and recewvables has been incured the Company measures the amount of the loss as the difference between the

camying amount of the asset or group of assets and the present value of eshmated future cash flows from the asset or
group of assets, discounted at the effective interest rate of the instrument at iInthial recognition

Imparment losses are assessed individually where significant or collectively for assets that are not individually significant

Impairment losses are recogrised in profil or loss and the camying amount of the financial asset or group of financial
assets s reduced by establishing an allowance for the mparment losses  If in a subsequent penod the amount of the
mparment loss reduces and the reduchon can be ascribed to an event after the imparment was recognised, the
previously recognised loss 1s reversed by adusting the allowance

i} Financial liabilties

Amortised Cost - Financial llabihhes are inthally recognised ot far value net transachon costs incured Other than

dernvatives which are recogrised and measured at far vatue, all other finoncial habiilies are subsequently measured at
amarlised cost using the effechive interest method

j) Derecognition
A financial asset is derecognised when it has been transferred and the transfer qualifies for derecognition
A financial habihty 1s removed from the balance sheet when the obligation s discharged, or cancelled, or expires

k) Cash and cash equivalents

Cash and cash equivalents compnse cash on hand and demand deposits with banks, together with shori-term highly
hquid investments that are readily convertible to known amounts of cash and subject to insigrificant nsk of change in
value

Bomowings compnsing bank overdrafts and group loans are measured at amorhised cost using the effective nterest
method

1} Inventories

Inventones, including work in progress, comprise labour parts, pant and consumable matenals used In the repar of
vehicles They are stated al the lower of cost and net realisable value less provisions for obsolete and slow-moving items
Cost s based on the first-in first-out pnnciple

m) Leases

Payment made under operoting leases are charged to the income statement on a straight -line basis over the term of
the lease

n) Adoption of new and revised standards

There have been no new or revised standards adopted dunng the year

13




UK ASSISTANCE ACCIDENT REPAIR CENTRES LIMITED 02568507

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

1 Accounting policies (continved)

o) Accouniing developments

The Internatonal Accounting Standards Board (“IASB™} ssued an amendment to 1AS 12 'Income Taxes' in December 2010
o clanfy that recognilion of deferred tax should have regard to the expected manner of recovery or settlement of the
asset or labilly The amendment and consequential withdrawal of SIC 21 ‘Deferred Tax Recovery of Undertying Assets’,
effective for annual penods beginning on or afler 1 January 2012 s not expected to have a matenal effect on the
company This was endorsed on 11 December 2012

IFRS 10 Consolidated Financial Statements, which replaces SIC-12 Consolidation - Special Purpose Enthes and the
consoldation elements of the existing 1AS 27 Consoldated and Separate Finonciol Statements, was issued by the 1ASB in
May 2011 The new standard adopts a single definhon of control o reporting entity controls another entty when the
reporting enhily has the power to drect the aclivihes of thal other entiy to generate retumns for the reporiing enhty
Effective for annual penods beginning on or after 1 January 2013 the new standard 1s not expected to have any effect
on the Company

In May 2011 the IASB 1ssued amendments {0 IAS 27 Separate Financial Stalements which compnses those parts of the
exishng |AS 27 that dealt with separate financial statements, effective for annual penods beginning on or after 1 January
2013 The amendment to this standard is not expected to have any eftect on the Company

IFRS 11 Jont Arangements, which supersedes 1AS 31 Interests in Jont Ventures, was issued by the IASE In May 2011 Joint
operations are accounted for by the investor recognising tts assets and hatihhes including its share of any assets held and
habibties incurred jointly and its share of revenues and costs Jont ventures are accounted for in the investor’s
consolidated accounts using the eguity method Effective for annual penods begnning on or affer 1 January 2013, the
company does nol have any joint arangements at this time and therefore this standard s not expected to have any
effect on the Company

In May 2011 the IASB 1ssued amendments to 1AS 28 Investments in Associates and Joint Veniures to cover joint ventures as
well as associates, both must be accounted for using the equity method The mechanics of the equity method are
unchanged Effective for annual penods beginning on or ¢fter 1 January 2013, the amendments to this standard are not
expected to have any effect on the Company

IFRS 12 Disclosure of Interests in Other Entihes covers disclosures for entities reporting under IFRS 10 and IFRS 11 replacing
those in |1AS 28 and 1AS 27, was 1ssued by the {ASB in May 2011 Enhbhes are required to disclose information thal helps
financial statement recders evaluate the nature nsks and finoncial effects associated with an enhly’s interesis in
subsichanes, in associates and joint amangements and in unconsolidated structured entihes The new standard s
effective for annual pencds beginning on or after 1 January 2013, and s not expected to have any effect on the
Company

In May 2011 the IASB issued IFRS 13 Far Value Measurement which sets out g single IFRS framework for defining and
measunng farr value and requinng disclosures about far value measurements, effechve for annual penods beginming on
or after 1 January 2013 The new standard will have an impact on the guanhiahve and qualitative disclosure
requrementis of financial assets and lgbities of the company, that are not covered by IFRS 7 Financial Instruments
Dhsclosures

Amendments to IAS 1 Presentation of Items of Other Comprehensive Income that require items that will never be
recogrised 1n profit or loss to be presented separately In other comprehensive income fiom those that are subject to
subsequent reclassification, was issued by the IASB in June 2011 The amendments are effective for annual penods
begmnning on or affer 1 July 2012, and will have an impact on the disclosure requirements of the Company’s financial
staternents

Amendments {o 1AS 19 Employee Benefits ~ these require the immediate recogntion of all actuanal gains and losses
elminating the ‘comdor approach’, interest costs to be calculated on the net pension icbiily or asset ot the, appropnate
corporate bond rate, and all past service costs 1o be recogmsed immediately when a scheme is curtailled or amended,
waQs iIssued by the IASB in June 2011 The amendments are effective for annual penods begnming on or afier 1 January
2013 Earier application 15 permited The company 5 reviewing the amendmenis to delermine ther efiect on the
Company's financial reporting

14




UK ASSISTANCE ACCIDENT REPAIR CENTRES LIMITED 02568507

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

Accounting policies (continued)
o) Accounting developments

In December 2011 the IASB 1ssued amendments to IFRS 7 Financial Instruments Disclosure — Offsetting financial assets aond
financial habiihes The amended disclosure requirements are intended to enable the evaluaton of the effect or
potental effect of neting arangements as permitted by IAS 32 [paragraph 42), on the financial statements The
amendments are effective for annual perods beginning on or after 1 Januvary 2013 and are not expected to have an
mpact on the Company

The 1ASB amended 1AS 32 Financial Instruments Presentation in December 2011 for the sechon dealing with Offsetling a
financial asset and o financial labiity  Effective for annual pencds beginming on or after 1 January 2014, to be applied
retrospechvely, this amendment is not expected 1o have an impact on the Company

The 1ASB has published IFRS ¢ Financial Instruments recognion and measurement that will apply to financial years
begnning on 1 January 2015 The new standard has not been adopted by the EU The standard 1s a complele revision
and will replace the curent standard 1AS 39, Financidl Instruments Recogniton and Measurement The standard reduces
the number of valuation categones for financial assets and means that they are recegnised at amorhsed cost or far
value through profit or loss The rules for financial habilies comespond to the existing rules in IAS 39 plus a supplement on
how credit nsk 15 presented when financial labilihies are measured at tar value The change in the credit nsk for financial
llabiities designated at far value according to the so-called far valve ophon 1s nommally presented in other
comprehensive ncome and not in the traditional Income statement, provided that further inconsistencies do not anse in
presentation of any elimmated changes in value

The standard will be complemented by new rules for mparment of financial assets that ore categonsed as financial
assets at amorhised cost and new rules for hedge accounting The adophon of IFRS 9, which the Company plans not {o
adopl before the year beginning on 1 January 2015, will impact both the measurement and disclosures of financial
instruments
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

2 RISK MANAGEMENT
2 1 Risk management overview

The Company I1s a subsidiary with the Direct Line Insurance Group plc {“Group”) which hos a robust and well integrated
risk management framewocrk This framework sets out the responsibilities and accountabilities for nsk management for the
whole business

The Direct ine Insurance Group ple [“Group Board”) has responsibility for the setting of and adherence 1o the nsk strategy.
nsk appette and nsk framework The Group Board have established a nsk management model that separates the
business's nsk manogement responsibilifies into three ines of defence as set out In the diagram below

Qur risk management structure

1st Line 2nd Line 3rd Line

Business and Support Functions Risk Funchon Audit Funchon

Adhere to nsk strategy and nsk appetite |Advise Group Board on nsk strategy and nsk|independent  Assurance on
appette odequacy and effectiveness

of nsk framework
Own and manage nsks Advise Group Board on appropriate nsk
framework and nsk 1ools

Compliance with nisk framework Oversight, challenge and support of 1st Line

Assurance on adherence to policies

Govemance structure

The governance struciure connects the business and nsk management function across the first and second ines of
defence to provide a consistent approach o managing nsk across the orgonisation This includes vanous committees
which provide oversight of the Enterpnse Risk Management (“ERM”] exposure

The Board oversees the business operations, ensunng competent and prudent management, and the mamtenance of
adequate accounting and other procedures This ensures comphance with statutory and regulatory obligations

Specifically the following are key areas that the Group Board considers and must approve at least annually

+ high level controls document,

*  Group nsk appehie, and

«  Group risk profile including the output from financial and other quantitolive models This encompasses the internal
adequacy and other capital related submissions 1o the supervisory avthority where approprnate

The Group Board has responsibilty for understanding and approving the nature and level of nsk assumed by the Group
and the methodologies, approaches and assumptions used fo identify, measure, manage, moniter, report, conirol and
mitigate nsk  The Group Board approves the nsk appehte of the Group as a whole and by risk type  The Group Board 15
supported by the Risk Committee, and Risk and Intemal Audit funciions

These funchons define, oversee and challenge the nsk and control environment of the Group, including the operation of
the business withun its nsk appehte The Risk funchion advises the Risk Committee on nsk appetite and supporis the business
by mainiaining the nsk management framework and defining the associated processes

The Group Chief Executve Officer (*CEQ") fulfils his responsibilifies through ihe Managing Directors and support funchons,
that oversee a range of commitiees ¢ provide advice on ther ocbhigations within their division
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2 RISK MANAGEMENT
2 1 Risk management overview {(continued)

Governance sfructure (continved)
Executive Commiitee nsk management responsibiliies are ;

* 1o consider and determine relevant recommendatons on nsk management matters including nsk organisation
nsk strategy, nsk appetite nsk policy framework,

* to consider any relevant policies, processes and procedures for the effective management of nsk,

= to consider and determine relevant recommendations on mits by nisk type,

 communication to the Risk and Audit Committees for review and challenge,

* to ensure that nsk and capital considerations are incorporated within the sirategic planning and budgeting
processes, and

* to review, consider discuss and understand all issues relating to the reinsurance arangements

The Chief Risk Officer {*CRQO") is a member of the Execulive Committee and reports to the CEQ with a nght of access to
the Risk and Audit Commutiees, assunng independence of the function The CRO charrs the Risk Management Committee
{(“RMC"]). which reviews maotenal policies for the effechve management of nsk across the Group, including those
associated with Solvency Il

The RMC 1s responsible for reviewing current and potental risk exposures of the Group, against the agreed nsk appetite
and promoting a nsk aware culture

The CRO, as Charr of the RMC, provides reports or escalales matiers to the Risk Committee and reports 10 Executive
Committee

Risk strategy and risk appetite
The Board have set clear strategic nsk objectives

« to maintain capital adequacy,

* avoid unnecessary volatility in earmings,

+ to ensure stable and efficient access to funding and liquidity, and
* to maintain stakeholder confidence

These objechives have been developed lo recogmise thal, for long-term sustainability, we need to have sufficient
economic capital and we need to protect our reputation and integnty i our relahonships wath customers and
stakeholders

within the Group, a well arliculated nisk appetite lies at the heart of effective ERM to support
= strategy sething,
* sk management,

= setting of boundaries for nsk taking, and
» stfakeholder value ophmisation

The nsk appetite statements are expressions of the level of nsk we are prepared lo accept o achieve our strategic nisk
cbjectives In order for these statemenis to be defined quantitatively as well as quahtatively, they are aligned to key
meftrics These metncs are monitored regularly

\
Risk appehite should not be static and the Group 15 committed o performing an annual review of the nsk appetite |
framework fo ensure s continued swiability to support a well managed company j

|

The strategic nsk objectives Iink 1o a set of nsk appetite statements and key metncs
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2 RISK MANAGEMENT (continued)
2 1 Risk management overview (continved)

Risk strategy and risk gppetite {continved)

The table below sets out these objechves and shows, at a high level, examples of comesponding appetite statements

Strategic Risk Objective Risk Appetlte Statement

Mantain Capital Adequacy Maintain sufficient economic capital to a defined target

Manage Earmings Volatility Profitability over a defined penod

Stable and efficient Access fo Funding and Liquicity Cash outflows met under stress

Mantain Stakehotder Confidence No appette for matenal reputational, legal or regulatory
rsks

Risk framework

The am of the nsk framework 1s to provide a robust, proportionate, proactive and forward-locking process for nsk
management across the Group A central component of this framework 15 the Group's pohcies and minimum standards
which inform the business as 1o how 1t 1s required to conduct ifs activities and risk management processes

The policies and minimum standards cover all key nsks to which the Group 15 exposed Eoch polcy s supporied by
miramumm standards which set out the minimum level of nsk management and other corporate and personal behaviours
The minimum standards are in turn supported, where appropnate, by detaled guidance documents

We incorporate the identficahon, assessment, management, confrol, reporting and miigation of rnisk as part of our daily
operations

We believe the strengths of our nsk framework are

» engagement with the business,

* strong culture and nsk leadetship underpinned by fraiming of our people,

« quanhtative approach to the nsk analysis, for example, development of a robust economic capiial model,

« nisk assessment and management information through integrated nsk systems,

» embedded nsk managemeni processes, linking nsk and capital, and

* Influencing decision making and shaping behaviours, via the provision of accurate, tmely and relevant
nsk advice and challenge

Principal risks and vncerainties

The Company wries products that are subject to a number of uncertainties and nisks It s a key role of Risk to ensure these
nsks have been quantiied and considered throughout the pricing process

Principal Risks impact Management and Mitigation
Strateglc Risk

The prevailing economic climate could|The value of the Groupl* Constant monitoring and management of
put al nsk our ability to meet our sirategic|decreases resuling in a lack ofl ogreed stralegic targets

objectives of delvenng growth In thelshareholder confidence
businesses, delivenng cost savings and
ophmising pncing, brand awareness and « Cost targets on frack
delivery
» Improved pncing models
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2 RISK MANAGEMENT (conlinued)

2 1 Risk management overview (continued)

Principal risks and uncertainties (continued)

02568507

Principal Risks

Impact

Managemeni and Mitigation

Operational Risk

The nsks of drect or indirect losses
resulting from nadequate or faled
internal processes, or from systems and
people, or from external events iIncluding
changes in the regulatory or legislative
environments In particular we have [T]
systems nsk the Group and the Company
15 highly dependent on the proper|
functioning of its IT and communication
systemns

Adverse evenls with potenticl
financial, reputational, legal
and/or customer mpacts

Part of this framework includes the
implementation of the Group's Internal Risk
Inteligence Software System designed 1o
facilitate a robust and consistent approach
in the way we idenhfy and capture nsk
information {o significantly enhance our
abihty to measure, report and manage our
nsks We have upgraded and enhanced
many of our operational processes and
systemns This includes enhancing our ER M
Framework 1o integrate nsk, business and
capital strategies

wWe maintain a robust internal control
environment

We have developed a bespoke nsk
capture, management and reporting
system

Investment Risk

Market risk - the nsk of adverse financial
impact due to changes in fair values of
future cash flows of nstruments held In
the investment porfolic as a result of
changes in interest rates, credit spread,
foreign exchange rates and property
pnces

Credit rlsk - the nisk of a financial loss as a
result of the default or faillure of third
parties to meet ther obhgations when
due, or as a result of, changes in fair
value resuliing from movements in the
creditworthiness of the third party

Adverse movements due to
asset valye reduction, mis-
match in assets and liabilihes
and default of third parhies

Inability to meet cash flows under
stress

.

Qur mvestment portfolio s robustly
managed and controlled through

Investment Strategy and Guidelines set and
monitored by the Asset Liabllity Committee,
including counterparty limits, country imits
and specified rating requirements

Diverse holding of types of assels — bonds,
cash, asset backed secunties and property,
geographies, sectors and credit ratings

Utiisation of nsk reduction technigues
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2 RISK MANAGEMENT (continued)

2 1 Risk management overview (continued)

Princlpal risks and uncertainties (continued)
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Principal Risks

Impact

Management and Mitigation

Liquidity risk — the nisk of mamtaiming
insufficient financial resources to meet
business obhgations as and when they
fall due

« Maintenance of standby faciities

+ Siress festing and scenano analysis

Counterparty risk

We partner with many suppliers and the
fallure of any of these to perform ther
financial obligations or perform them in a
tmely manner could result in a financial
loss The pnncipal area of counterparty
risk 1s our use of reinsurance

Loss due to default of third
parhes

+ Suppliers may require a credit assessment
and specific credit terms

Regulatory Risk

Changes in regulations are not idenhiied,
understood, are inappropnately or
incorrectly interpreted or adopted
Further, there 1s a nsk that current legal or
regulatory requirements are not

Customer impact and/or
financial loss

Legal action or revenue loss

* The Company and the Group have Q
constructive and open relationship with
their regulators In addihion to specific nsk
management tools and resources to
mirumise ther exposure 1o Regulatory nisk

complied with

It s iImportant to note that some nsks are cumrently unknown and some nsks have matenalty levels that could subsequently
ncrease The framework aims to capture these effects as early as possible through the strong culture and engagement
with the business

2 2 Financlal rlsk

The Group 15 exposed to financial nsk through its financial assets and financial labilities

2 2 1 Market risk

Market nsk encompasses any adverse movement in the value of assels as a consequence of market movemenis such as
interest rates, credit spreads, foreign exchange rates and equity, property and flation valuahons

The Company 15 exposed to market nsk in both the value of its habilihes and the value of assets held Its marketf nsk
exposure 15 managed in accordance wilh the investment siralegy approved by the Board, which considers Ihe prudence
pnnciple of asset hability management The Company does not hold investments for frading purposes
Governance s provided via a monthly market nsk forum, which s held with the following objectives

* to ensure that the market nsk exposure 1s aigned with the nsk appetite approved by the Board,

+ delegation of authonhes as well as effective monitoning and repoerting, and

+ to provide assistance and advise the busingss on the management of the nsk exposure
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2  RISK MANAGEMENT {contfinued)

2 2 1 Market risk (continued)

Sensithivity analvsis
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The results of sensihivity testing are set out below For each sensitivity test the impact ot a reasonably possible change in a
single factor on the curent balance sheet i1s shown, with other assumptions left unchanged

Sensitivity tactor Description of sensitivity analysis

Interest rate and invesiment The impact of a change in market interest rates

retun by +/- 1% (e g if a curent inlerest rate 15 2%, the
mpact of an immediate change t6 1% or 3%)

Expenses The mpact of an increase i ongoing
adminisirative expenses by 10%

Cumency The mpact of an increase of 5% in the value of

stering aganst major currencies

Sensitivity at 31 December 2012

Interest Interest Cost of

rates rates Expenses sales

+1% -1% +10% +10%

£'000 £'000 £'000 £'000

Impact on profit betore tox 228 {228} {1.910) {6,802}

Impact before tax on shareholders equity 228 {228) {1,910} (6.802)
Sensifivity af 31 December Z0T1

Interest Interest Cost of

rates rates Expenses sales

+1% 1% +10% +10%

£'000 £'000 £'000 £'000

Impact on profit before tax 492 (492) {1,744) (6,647}

impact before tax on shareholders’ equity 492 (492} {1.744) (6.647)

imitations of sensitivi nalysi

The above tables show the eftect of a change in a key assumption while other assumptions remain unchanged In reality,
there 1s a comelation between the assumphons and other factors It should also be noled that these sensitmties are non-
inear, and larger or smaller impacts should not be interpolated from these results

2 2 2 Credit risk

Credit nsk anses from the potential that losses are incumed from the fallure of a counterparty to meet iIts credit obligations,
either due to therr falure and/or therr inability to pay, or ther unwilingness to pay amounts due

The objective of the Credit Risk Policy and supporiing Minimum $tandards 15 1o document the control processes by which

the company 15 able fo identity, momtor, measure, manage, control and miigate the level of credit nsk to which it 15
exposed effectively The credit nsk control environment 1s summansed below

Credit nsk and investment forum

The pnmary responsibiity of this forum 1s to ensure that all matenal aspects of credn nsk within the Group are idenlihed,
monitored and meosured
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2 RISK MANAGEMENT (confinued)

Credit nsk sgnctioning committee

The pnmary responsibility of this commiltee 15 to approve new and increased credit nsk imits in excess of business area
crecht authonties but within the commitiee's credit authonty

The Company must assess credit nsk and set a credit imit pnor to entenng into @ tfransachon or contract with the
counterparty  Each assessment and credit hrmit must be approved in accordance with Credit Authonties

Credit guthonty

Credil nsk assessments and mits must be approved by an individual or committee that has been provided with formally
documented credit approval authonty  Approval authonhes must be reviewed and renewed at least annually

M nng and reportin

Relevant business uits monitor the level of their actual credit exposure and measure this against approved credit temns
and limiis

22 3 Lquldity risk
The Company has no matenal hquedity nsk as it has access 1o Group funding
2 2 4 Operational risk

Effective operatonal nsk management requires the Company to identfy, assess, manage, monitor, report and mitigate all
areqas of exposure Operational risk 15 Inherent 1n all of the Company's business processes, systems and products, and from
external events with the Company's ERM framework detailling the mirmmum standards, tools, techmiques and other
processes used to ensure that operational nsks are dentfied, managed and miigated o an accepiable level and that
conhngency plans are in place

There are a number of key factors that cause operational nsk across the Company, such as

« the Company's operahons support complex transachions and are highly dependent on the proper funchioning of its IT
and communication systems

« dependency on the use of third party information technology, software, data and service providers,

« aneed to adequately maintain and protect customer and employee informahion, and

« the ability of the Company 1o attract and retain key qualified personnel

Effective operational nsk management helps the Company 1o achieve its objechves, including

= more focus on domg things the nght way, leading 1o fewer surpnses,

* fewer operaftonaot efrors and losses, leading to increased customer sahstaction and higher qualty earnings
* increased management atlention on the nsks and issues that really matter, and

« lower nsk based capital due to lower expected losses
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3

Revenue
2012 201
£'000 £'000
Vehicle reparrs (note 21) 112,400 106,040
All revenue anses from operations in the United Xingdom
Cost of sales
2012 20N
£'000 £'000
Cost of vehicle repairs 48,023 66,445
Administration expenses
2012 2011
£'000 £'000
Marketing and administration expenses 6,739 7.214
Cepreciakon (note 11} 625 845
Management charges from related parties 11,286 8,872
Operaling iease payments (note 21} 459 504
19.109 17,435

Included in marketing and administration expenses above are £5,456,000 {2011 £6,073,000) chorged by reloted
parties and £1,283,000 (2011 £1,141.000) charged by non-related parties

Management recharge

DL Insurance Services Limited (DLIS), a fellow subsidiary company charges the Company on an annual basis for use
of IT, staff costs and other central resources

Staft costs, number of employees and director's emoluments

All staft and the director were employed by DLIS, the accounts of which contain full disclosure of employee benefit
expenses incumed in the penod including pensions The Company has no employees and pays @ management
charge for services provided by other Group companies The director of the company does not recewve
remuneration for specific services provided to the Company, however an apporhonment of the relevant costs,
based on an allocation of therr ime, 1s shown in note 8

Qther operating income

2012 20m

£'000 £'000

Other income from related parties (note 21} - 1
Gain on sale of property, plant and equipment - 6
Commission INcome 65 35
&5 42
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7 Interestrecelved

2012 20Nn

£000 £'000

Interest income from loans to related parhes (note 21) 175 4N

B Operaling profit before tax

2012 2011

Operating profit before tax Is stated after charging £000 £'000

Depreciahion of property, plant and equipment [note 11) 625 845
Operating lease rentals

Land and buildings 1,342 1,494

vehicles (note 21} 459 504

2,426 2,845

Auditor's remuneration

Fees for audil and non-audit services, inciuded within marketing and administrative expenses are bome and
recharged by a related party, DLIS

Fees paid fo the auditor in the respect of the statutory audit of the Company amount to £19,000 {2011 £20,000)

Directors' emoluments 2012 2011
£'000 £'000

Other emoluments 156 160
Company pension contributions 12 18
Compensahion for loss of office 79 -
247 178

None of the directers who served dunng this or the previous financial year were remunerated by the Company The
amounts disclosed above are those reloting to his service as direclor for the Company based on an estmated time
allecation basis  Emoluments in relation to services performed by the drector for other Group compamies are not
discltosed in the Company's financial statements

Included in the above are emoluments, excluding pension contrbutions, paid to the highest paid director
amounting to £120,510 {2011 £104,703)

A coninbulion of £8,56% (2011 £7,652) to a money purchase scheme was made on behalf of the highest paid
drector One of the directors (2011 four drrectors}) had retrement benefits accrung under money purchase
pension schemes m respect of qualfying service, no directors (2011 no directors) had benefits accruing under
defined pension schemes

The director did not exercise any share ophions dunng the year (2011 no directors)
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9

10

Tax
2012 201
£'000 £'000
Curmrent taxation
UK corporation tax charge for the year 8.271 6,150
Over provision in respect of prior penods {141) {42)
6,130 6,108
Deferred taxation (note 12)
Charge for the year (19} 103
Over provision in respect of pnor penods {122} {1)
(141} 102
Tax charge for the year 5,989 6.210

The actual tax charge differs from the expected tax charge computed by applying the standard rate of UK
corporakton tax of 24 5% {2011 24 5%} as follows

2012 201

£'000 £'000
Expected lax charge 6,249 5992
Non-deductible itemns 6 33
Defened tax provided at 23% {2011 25%) {3) 53
Legal fees - 67
Non qualfying depreciahon - 88
Adjustmenis in respect of pnor penods {2463} (43)
Actual tax charge for the year 5,989 6,210
Dividends

2012 2011

£'000 £'000
Declared and poid dunng the year 6,000 40,000
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11 Property, plant and equipment

2012

Cost

At} January 2012
Additions
Reclassfication
Disposals

At 31 December 2012

Accumulated depreciation
At 1 January 2012

Charge for the year
Reclassification

Erminated on disposal

At 31 December 2012

Canying valve
At 31 December 2012

20Mm

Cost

At 1 January 2011
Additions
Reclassification
Disposals

At 31 December 2011

Accumulated Depreciation
At 1 January 2011

Charge for the year
Reclassification

Eliminated on disposal

At 31 December 2011

Canying valve
At 31 December 2011

02548507
Computer
Land and and other
bulldings Vehicles equipment Total
£000 £'000 £'000 £'000
825 2,178 12,292 15,293
- - 218 218
825 2174 12,510 15,511
145 1,755 10,114 12,014
11 172 442 625
156 1,927 10,556 12,639
669 24% 1,954 2872
Computer
Land and and other
buildings Vehicles equipment Total
£'000 £000 £°000 £000
825 3,292 12,208 16,325
- - 188 188
- 104 {104} .
- {1 220) - (1 220)
825 21746 12,292 15,293
133 2,707 9,547 12,389
12 266 567 845
- [1.220) - (1.220)
145 1,755 10,114 12,014
480 421 2,178 3279
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12

13

14

15

Defermed tax

The following are the major defered tax habiies recognised by the Company, and the movemenis thereon

Accelerated
capital allowances

£'000
At 1 January 2011 126
Credit to income {note %} 102
At 31 December 2011 228
Charge to ncome {note 9} {141}
At 31 December 2012 87

The UK Government enacted a reduction in the UK corporation tax rate from 26% to 24% effective from | Apnl 2012 1n
Finance Act 2012 which also enacted a further reduction to 23% to be effechve from | Apnl 2013 As a consequence
the closing deferred tax assets and habilihes have been recognised at an effective rate of 23% The impact of these
changes on the tax charge for the year s set out in the table above In recent years the UK Government has steadily
reduced the rate of UK carporation tax with the latest enacted rate stonding at 23% with effect from 1 Apnl 2013
Further reduchons of the rate to 21% with effect from 1 Apni 2014 and 20% from | Apnl 2015 were announced on 5
December 2012 and 20 March 2013 respechvely but not subsiantively enacted ot the balonce sheet dole
Accordingly, the closing deferred tax assets and labihes have been caleulated at 23%

Inventories
2012 201
£0co £000
Work-in-progress 1,314 788
Trade and other receivables
2012 2011
£'000 £'000
Trade receivables 383 259
Less provision for impairment of trade receivables {64} {71}
Other loans and receivables
Fellow subsidianes (note 21} 29 357 16 536
29,874 16,724
The following assets were past due at the balance sheet date but not considered impared
1-29 30-5¢9 60-89 More than
days days days 90 days Total
£'000 £'000 £'000 £000 £'000
2012
Trade and other receivables 1 42 24 2 (X
20m
Trode and other receivables - - 7 45 52
Prepayments
2012 201
£000 £'000
Prepaid operating expenses 133 127
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17

18

18

19

Cash and cash equivalents

Cash at bank and in hand with related parhes [note 21}

Cash and cash equivalents per cash flow statement

Trade and other payables

Due to fellow subsidianes
Accruals

Other taxes

Defered ncome

Payables to related parties

Fellow subsidianes
Less borowings from RBS Group banks

Borrowings

Bank overdrafts from related parties {note 21}
The borrowings are repayable on demand
Share capital and retained eamings

Issued and fully paid
Equity shares
2 ordinary shares of £1 each

Retained earnings

Balance as at 1 January 2011
Profit for the yeor

Dividends paid

Balance as at 31 December 2011

Profit for the year
Dividends paid
Balance as at 31 December 2012
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2012 2011
£000 £000
1617 .
1,617 .
2012 2011
£'000 £'000
7,596 6,595
2656 2552

96 96
139 149

10,487 9,392
2012 2011
£'000 £'000
7,596 6 682

- {87)
7.596 5,595
2012 2011
£'000 £'000

- 87
2012 2011

£ £

2 2

£000
28,858
16 403
{40 000)
5,261
19.519
{4,000)
18,780
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20 Commitments

2]

Cperating lease commitments

The Company leoses certain of iis office properties under non-cancellable operating lease agreements The leases
have varying terms, escalation clauses and renewable nghts The Company also leases vehicles and other assets
under non-cancellable lease agreementis

At 31 December 2012 the Company had obligahons o make non-cancellable operating lease payments as follows

2012 20
Propery Vehicles Property Vehicles
£'000 £000 £'000 £'000
Within 1 year 1142 277 1.626 183
After 1 year but wathuin 5 years 3995 221 5763 -
After 5 years 4,657 - 8,628 -
9.794 498 16,017 183

Related parties

On 1t December 2008 the UK Government, through HM Treasury became the ulhmaote controling party of The Royal
Bark of Scoftand Group plc The UK Government's shareholding 1s managed by UK Financial Investments Limited, a
company wholly owned by the UK Government As a resull, the UK Governrment and UK Government controlled
bodies became related parties of the company

At the 31 December 2012 the Company's ulhmate holding company is The Royal Bank of Scotland Group plc which 1s
incorporated in the United Kingdom and registered in Scotland On 13 March 2013 the ullimate halding company
ceased to be The Raoyal Bank of Scotland Group plc and became Direct Line Insurance Group plc which s also the
immediate parent company and Is Incorporated in the United Kingdem and registered in England and Wates

As at 31 December 2012, The Royal Bank of Scotland Group plc headed the kargest group in whuch the Company 1s
consohdated Copies of the consolidated accounts of The Royal Bank of Scotland Group pic may be obtained from
The Secretary, The Royal Bank of Scotland Group plc Gogarburn, PO Box 1000 Edinburgh EH12 1HGQ Durect Line
tnsurance Group plc heads the smallest group in which the Company 15 consolidated Copies of the consolidated
accounts of Direct Line Insurance Group plc may be obtamned from The Secretary, Churchill Courl, Westmoreland
Road, Bromley, BR1 1DP

The followsng transactions were carried out with other Group compames in the penod 1 January to 31 December 2012

Sales of services

2012 20m
£'000 £'000

Sale of services {note J)

Fellow subsidicines 103,199 97,366
2012 2011
£'000 £000

Sale of other services (note &)

Fellow subsidianes - 1
2012 201
£'000 £'000

Interest receved (note 7}

Fellow subsicianes 175 411

Inferest iIncome received from deposits held with reloted parties was based on o floating rote above LIBOR ranging
from 0 52% to 1 05% (2011 O 71% fo 1 04%)
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21 Relaled pariies (continved)

i Purchases of products and services

Purchases of services
Fellow subsidicnes

Operating lease payments (note 5)
Feliow subsidianes

025468507
2012 20m
£'000 £'000
58,488 54,681
012 20
£'000 £'000
459 504

All employees were employed by Dt Insurance Services Limited, a fellow subsidiary company Total employee costs,
including directors’ remuneration recharged to the company by DL Insurance Services Limited dunng the year were

£44 6m (2011 £43 tm)

Employee cosis recharged by DL Insurance Services Limited include the full costs of key managers and other staff in
respect of share-based payments The atinbuhon among members of The Royal Bank of Scolland Group has regard

to the needs of the group as a whole

i Remuneration of key management personne!

The aggregate reumeration of the dwectors and other members of key maonagerment dunng the year was as follows

Other emoluments

Company pension contributions
Fees as directors

Compensahon for loss of office

iv  Year-end balances arising from sales/purchases of products/services

Cash at bank held with related parhies (note 14)
Bank overdraft held with related parties [note 18)

Recewvables from related parties
Fellow subsidianes

Movements in recevables from relaled parhies were as follows

At ) January
Transachons in the year
Settled dunng the year
At 31 December

30

2012 2011
£'000 £000
390 376

38 45

- 5

94 -

522 426
2012 2011
£'000 £'000
1617 -

- (87
1,617 (87)
2012 2011
£'000 £'000
4,709 4,545
2012 2011
£'000 £'000
4545 4663
103,199 97,366
{101 035) (97.484)
8,709 4,545
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iv Year-end balances arising from sales/purchases of products/services {(continved)

Related parties (continyed)

Payables to related parhies
Fellow subsidianes

Movements In payables to related parties were as follows

At 1 January
Transactions in the yeaor
Settled dunng the year
At 31 December

02548507
2012 2011
£000 £'000
7,596 6,595
2012 201
£'000 £'000
6595 6928
58 488 54 681
(57 487) {55.014)
7.59 4,595

Movements In payables to related parties includes the cost of fixed assets purchased at far value from a fellow subsiciary

v

Loans to related porties

Fellow subsichanes

Movements in loans to related parties were qs foltows

At 1 January

Loans advonced dunng year
Loan repayments receved
Interest receved (note 7)

At 31 December

Kl

2012 201
£:000 £'000
22,648 11,991
2012 2011
£'000 £'000
11 991 36710
104 776 104 606
(94,294) (129 736)
175 4n
22,648 11 991




