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Report of the directors

The directors present their report and the financial statements of the company for the year ended
31 December 2006.

Principal activities and business revioew
The principal activity of the company dunng the year was the provision of insurance services.

The directors are pleased that tumover has increased by 5 7% desprte a competitive insurance market.
This performance has been achieved both through ganing new work and also retairung a high percentage
of existing clients.

The company anticipates improved performance 1n the coming year and wall continue to focus on chent
service.

The directors consider that the man key performance indicator 1s turnover. This increased by 5.7% from
£2,849,590 to £3,012,564 in the year

Results and dividends
The profit for the year, after taxation, amounted to £204,250. The directors have not recommended a

dividend.

Financial risk management objectives and policles
The company uses various financial instruments whuch include cash, trade debtors and trade creditors
The main purpose of these 1s to finance the company's operations and the main risks anising are credrt nsk

and hquudrty nsk.

In order to manage credn nsk, credit checks are undertaken on new customers and aged debtors lisungs
are regularly renewed.

The company seeks to ensure that at all umes, sufficient hquidity 1s avalable to meet foreseeable needs
and to invest cash assets safely and profiably It also ensures that, at all umes, FSA requrements in
respect of client money are met.

Directors
The directors who served the company dunng the year were as follows:

P A Smirth
K F Watson

The company 1s a wholly owned subsidiary and the interests of the group directors are disclosed in the
financial statements of the parent company.
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Directors’ responsibilities
The directors are responsible for preparing the Directors’ Report and the financial statements in
accordance with applicable law and regulations.

Company law requures the directors to prepare financial statements for each financial year Under that law
the directors have elected to prepare the financial statements 1n accordance with Unrted Kingdom
Accounting Standards (United Kingdom Generally Accepted Accountng Practice) The financial
statements are required by law to give a true and fair view of the state of affairs of the company and of the
profit or loss of the company for that period. In preparing these financial statements, the directors are

requured to:
e select sunable accounting policies and then apply them consistently;
s make judgements and estimates that are reasonable and prudent;

»  state whether applicable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explained 1n the financial statements;

e prepare the financial statements on the going concern basis unless 1t 1s nappropnate to presume that
the company will continue 1n business.

The directors are responsible for keeping proper accounting records that disclose with reasonable
accuracy at any tume the financial posiion of the company and enable them to ensure that the financial
statements comply with the Comparies Act 1985. 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
uregulartties.

In so far as the direcrors are aware:
o there 15 no relevant audst information of which the company's audstors are unaware; and

e the directors have taken all steps that they ought to have taken to make themselves aware of any
relevant audit information and to establish that the auditors are aware of that information.

Auditor
Grant Thornton UK LLP offer themselves for reappointment as auditors in accordance with section 385
of the Compames Act 1985.

ON BEHALF OF THE BOARD

i

K F Wafon
Director

N 4?1/&.@ 20077




Grant Thornton &

Report of the independent auditor to the members of
Morgan Law Limited

We have audrted the financial statements of Morgan Law Limnted for the year ended 31 December 2006
which compnse the pnncipal accounting policies, profit and loss account, balance sheet, cash flow
statement and notes 1 to 28. These financial statements have been prepared under the accounting policies
set out therein.

Thas report 1s made solely to the company’s members, as a body, in accordance with Section 235 of the
Companies Act 1985, Our audit work has been undertaken so that we nught state to the company's
members those matters we are requured to state to them in an audrtor's report and for no other purpose.
To the fullest extent permstted 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 opimons
we have formed.

Respective responsibilities of directors and auditor

The directors’ responsibulities for preparing the Report of the Directors and the financial statements in
accordance with Unrred Kingdom law and Accounting Standards (Untted Kingdom Generally Accepted
Accounting Practice) are set out 1n the statement of directors’ responsibilities.

Our responsibility 1s to audr the financial statements 1n accordance with relevant legal and regulatory
requremnents and International Standards on Auditing (UK and Ireland)

We report to you our opmion as to whether the financial statements give a true and far view and are
properly prepared in accordance with the Companies Act 1985. We also report 10 you whether in our
opion the information given 1n the Report of the Directors 1s consistent with the financial statements

In addition we report to you if, in our opinion, the company has not kept proper accounung records, if we
have not recerved all the information and explanations we requure for our audn, or f information speaified
by law regarding directors' remuneranion and other transactions 1s not disclosed.

We read the Report of the Directors and consider the implications for our report if we become aware of
any apparent musstatements withun .




Report of the independent auditor to the members of
Morgan Law Limited (continued)

Basis of opinion

We conducted our audrt in accordance with International Standards on Audting (UK and Ireland) 1ssued
by the Audtting Practices Board. An audtt includes examination, on a test basis, of evidence relevant to the
amounts and disclosures i the financial statements. It also includes an assessment of the significant
estimates and judgements made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropnate to the company's circumnstances, consistently applied and
adequately disclosed.

We planned and performed our audrt so as to obtan all the information and explanations which we
considered necessary in order to provide us wrth sufficient evidence to give reasonable assurance that the
financial statements are free from matenal musstatement, whether caused by fraud or other irregularty or
error In forming our opuuon we also evaluated the overall adequacy of the presentation of information in
the financial statements.

Opinion
In our opiion:

. the financial statements give a true and fair view, 1n accordance with Unnted Kingdom Generally
Accepted Accounting Practice, of the state of the company's affairs as at 31 December 2006 and
of its profit for the year then ended;

’ the financial statements have been properly prepared in accordance with the Comparues Act 1985;
and

. the information given 1n the Report of the Directors 1s consistent wrth the financial starements

@mech

GRANT THORNTON UK LLP
REGISTERED AUDITORS
CHARTERED ACCOUNTANTS

IPSWICH

3’471@44/2007
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Principal accounting policies

B8asis of accounting

The financial statements have been prepared under the historical cost convention, and 1n accordance with
applicable accounting standards

Turnover

Tumover represents brokerage and fees 1n respect of premuums earned from chents net of related taxes in
the Unrted Kingdom. Revenue 1s recognised at the later of the effective date of the policy and the dare
that the policy 1s accepted by the customer.

Fixed assets
All fixed assets are intially recorded at cost.
Depreciation

Depreciation 1s calculated so as to write off the cost of an asset, less its estimated residual value, over the
useful economuc life of that asset as follows:

Computer Equipment - 4 years
Fixtures & Friuings - 4years
Motor Vehicles - 4years

Hire purchase agreements

Assets held under hire purchase agreements are capitalised and disclosed under tangible fixed assets at
their fair value. The capital element of the future payments 1s treated as a hability and the interest 1s
charged to the profit and loss account on a straight line basis.

Operating lease agreements

Rentals applicable to operating leases where substanually all of the benefits and nsks of ownership remain
with the lessor are charged against profits on a straight Line basis over the peniod of the lease.

Pension costs

The company operates a defined contnbution pension scheme for employees. The assets of the scheme
are held separately from those of the company The annual contnbutions payable are charged to the profit
and loss account.
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Deferred taxation

Deferred tax 1s recognised n respect of all ummg differences that have onginated but not reversed at the
balance sheet date where transactions or events have occurred at that date that will result 1n an obligation
to pay more, or a nght to pay less or to recerve more, tax, with the following exceptions:

Deferred tax assets are recognised only to the extent that the directors consider that 1t 1s more likely than
not that there will be surable taxable profits from which the future reversal of the underlymg tumng
cifferences can be deducted.

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply in the
penods in which uming differences reverse, based on tax rates and laws enacted or substanuvely enacted
at the balance sheet date.

Financlal instruments

Financial habilmes and equity instruments are classified according to the substance of the contractual
arrangements entered into An equity instrument 1s any contract that evidences a residual interest in the
assets of the entity after deducting all of 1ts financial liabilites.

Where the contractual obliganions of financial mstruments (including share capral) are equivalent to a
simular debt instrument, those financial instruments are classed as financial habilities Financial habilmies
are presented as such in the balance sheet. Finance costs and gains or losses relatng to financial habilities
are included in the profit and loss account. Finance costs are calculated so as to produce a constant rate of

return on the outstanding Liabiliry.

Where the contractual terms of share caprtal do not have any terms meeting the defintion of a financial
Lability then this 1s classed as an equity instrument. Dividends and distnibutions relating to equity
mstruments are debited direct to equity.

Insurance debtors and creditors

The company acts as an agent in broking insurance nsks for its chents Notwithstanding its legal
relationship with chients and insurance companies, the company has followed generally accepted
accounting practice by showing cash, debtors and creditors relating to nsurance broking business as assets
and Liabilmies of the company rself.
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Profit and loss account

Turnover

Cost of sales
Gross profit

Other operaning charges
Other operating income

Operating profit

Interest receivable

Interest payable and simular charges

Profit on ordinary activities before taxation

Tax on profit on ordinary activites

Profit for the financial year

All of the activities of the company are classed as conunuing

Note

LU ]

20

There are no other gains or losses for the year other than those stated above

2006 2005
£ £
3,012,564 2,849,590
(44,188) 147,574
3,056,752 2,702,016
2,893,074 2,556,161
(10,200) (10,200)
173,878 156,055
123,177 128,533
(6,300) (8,055)
290,755 276,533
86,505 104,266
204,250 172,267

The accompanying accounting policies and notes form part of these financial statements,
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Balance sheet

Fixed assets
Tangible assets
Investments

Current assets
Debtors
Cash at bank

Creditors: amounts falling due within one year
Net current assets/(liabilities)
Total assets less current liabilities

Creditors: amounts falling due after more than one year

Capital and reserves
Called-up equity share capital

Profit and loss account

Shareholders’ funds

Note

10
1

12

13

14

19
20

21

10

2006 2005

£ £
384,201 482,995

1 1
384,202 482,996
1,041,609 1244348
3,029,373 2,448,015
4,070,982 3,692,363
3832276 3,732,074
238,706 (39,711)
622,908 443285
5,767 30,394
617,141 412,891
1,000 1,000
616,141 411,891
617,141 412,891

These financial statements were approved by the directors on S &plete o Tand are signed on their behalf

by:

(I

K F Watsén
Director

The accompanying accounting policies and notes form part of these financial statements.
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Cash flow statement

Note
Net cash inflow/(outflow) from operating activities 22

Returns on investments and servicing of finance
Interest received

Interest pad

Interest element of finance leases and hure purchase

Net cash inflow from returns on investments and servicing of finance
Taxation
Capital expenditure

Payments to acquire tangible fixed assets
Receipts from sale of fixed assets

Net cash inflow/(outflow) from capital expenditure
Equity dividends paid

Financing
Caprtal element of finance leases and hure purchase

Net cash outflow from financing

Increase/(decrease) in cash 23

11

2006 2005

£ £
636,614 (549,358)
123,177 128,533
(195) (790)
(6,105) (7,265)
116,877 120,478
(81,914) (73,692)
(141,730)  (337,700)
163,000 238,000
21,270 (99,700)
- (620,000)
(111,489) (72,284)
(111,489) (72,284)
581,358  (1,294,556)

The accompanying accounting policies and notes form part of these financial statements,
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Notes to the financial statements

Turnover
Turnover is wholly attributable to the pnincipal activity.
An analysis of turnover 1s given below

Untted Kingdom

Other operating charges

Administrative expenses

Other operating iIncome

Rent recervable

Operating profit
Operating profit 1s stated after charging/(credming)

Depreciation of owned fixed assets

Depreciation of assets held under finance leases and hire purchase
agreements

Profit on disposal of fixed assets

Audror's remuneration:

Fees for the audit of the company

Taxanion services

Operating lease costs:

Other

12

2006 2005

£ £
3,012,564 2,849,590
2006 2005

£ £
2,893,074 2,556,161
2006 2005

£ £

10,200 10,200
2006 2005

L £

83,653 105,891
68,097 60,600
(10,394) (18,741)
14,200 11,900
1,850 950
51,000 51,000

———
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Directors and employees

The average number of staff employed by the company dunng the financial year amounted to

2006 2005

No No

Number of administranve staff 34 34
The aggregate payroll costs of the above were

2006 2005

£ £

Wages and salanes 1,811,527 1,459,466

Social secunty costs 240,522 197,688

Other pension costs 145,100 139,491

2,197,149 1,796,645

Directors

Remuneration 1n respect of directors was as follows:

2006 2005

5 £

Emoluments receivable 1,229,567 873,085
Value of company pension contnbutions to money purchase schemes 132,400 127,750

1,361,967 1,000,835

Emoluments of highest pad director

2006 2005

£ £

Total emoluments (excluding pension contrnibutions) 620,396 444,265
Value of company pension contributions to money purchase schemes 66,200 63,875

686,596 508,140

The number of directors who accrued benefits under company
pension schemes was as follows:

2006 2005

No No

Money purchase schemes 2 2
interest payable and similar charges

2006 2005

£ £

Interest payable on bank borrowing 195 790

Finance charges 6,105 7,265

6,300 8,055
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Taxation on ordinary activities

{2) Analysis of charge 1n the year
2006
£
Current tax:
UK Corporation tax based on the results for the year at 30% (2005 - 30%) 108,859
(Over)/under provision in prior year (22,354)
Total current tax 86,505

(b) Factors affecting current tax charge

14

2005

104,266

104,266

The tax assessed on the profit on ordinary activities for the year 1s lower than the standard rate of

corporauon tax in the UK of 30% (2005 - 30%)

2006
£
Profit on ordinary activities before taxation 290,755
Profit/(loss) on ordinary activities by rate of tax 87,227
Expenses not deductible for tax purposes 23,901
Depreciation 1n excess of caprtal allowances 7,483
Marginal rebef (9,752)
{Over)/under provision 1n prior year (22,354)
er .
Total current tax (note 8(a)) 86,505
Dividends
Dividends on shares classed as equity
2006
£

Paid dunng the year:
Equty dividends on ordinary shares -

2005

£
276,533

82,960
16,552
4,597
(2)

159

104,266

2005

620,000
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Tangible fixed assets

Cost

At 1 January 2006
Addmions
Disposals

At 31 December 2006
Depreciation
At 1 January 2006

Charge for the year
On disposals

At 31 December 2006

Net book value
At 31 December 2006

At 31 December 2005

Computer Fixtures & Motor
Equipment Fittings Vehicles
£ £

191,099 19,883 622,003
1,490 725 203,347

- - (274,417)

192,589 20,608 550,933
156,250 15,962 177,778
17,658 2,426 131,666

- - (121,811)

173,908 18,388 187,633
18,681 2,220 363,300
34,849 3,921 444,225

15

Total
£

832,985
205,562
(274,417)

764,130

349,990
151,750
(121,811)

379,929

384,201
482,995

Included within the net book value of £384,201 1s £196,871 (2005 - £281,677) relaung to assets held
under finance leases and hire purchase agreements The depreciation charged to the financial statements 1n
the year 1n respect of such assets amounted to £68,097 (2005 - £60,600)

Investments

Cost
At 1 January 2006 and 31 December 2006

Amounts written off
At 1 January 2006 and 31 December 2006

Net book value
At 31 December 2006

At 31 December 2005

Investments
£

3,185
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Debtors
2006 2005
5 £
Insurance debtors 880,703 1,073,872
Amounts owed by group undertakings 43,646 80,000
Other debtors 87,310 -
Prepayments and accrued income 29,950 90,476
1,041,609 1,244,348

The company has signed formal Loan Subordination agreements 1n respect of £13,000 (2005 - £80,000)
owed by group undertakings The conditions for repayment of this loan have been met since the year end

and hence repayment 1s now due within one year.

Creditors: amounts falling due within one year

2006 2005
£ £
Insurance creditors 2,468,641 2,326,811
Amounts owed to group undertakings 493 44,700
Corporation tax 108,859 104,268
Other taxation and social secunty - 37,250
Amounts due under finance leases and hire purchase agreements 46,932 69,962
Directors current accounts - 162,415
Accruals and deferred income 1,207,351 986,668
3,832,276 3,732,074
Creditors: amounts falling due after more than one year
2006 2005
£ £
Amounts due under finance leases and hire purchase agreements 5,767 30,394
Amounts due under hire purchase agreements are secured on the assets to which they relare.
Commitments under finance leases and hire purchase agreements
Future commmtments under finance leases and hire purchase agreements are as follows
2006 2005
£ £
Amounts payable within 1 year 46,932 69,962
Amounts payable between 1 and 2 years 5,767 30,394
52,699 100,356

Pensions

The company operates a defined contribution pension scheme for the benefit of the directors and staff
The assets of the scheme are admumstered by trustees in funds independent from those of the company.

The pension cost charge for the year was £145,100 (2005 - £139,491).
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Leasing commitments

At 31 December 2006 the company had annual commitments under non-cancellable operating leases as
set out below,

Land & buildings
2006 2005
£ £
Operating leases which expire:
Withun 2 to 5 years 51,000 51,000

Related party transactions

At 31 December 2006, the company had the following balances with related parues-

2006 2005
£ £

Debtors:
Morgan Law (Financial Services) Limited 43,646 80,000
P A Smith 54,733 -
K F Watson 31,025 -

The maxumum amounts outstanding dunng the year were £54,733 and £31,025 by P A Smth and K F
Watson respectively.

Creditors:

Morgan Law (Holdings} Limited (493) (493)
Morgan Law (Financial Services) Limited - (44,207)
P A Smith - (18,207)
K F Watson - (75,771)

Duning the year, the following transactions took place with related parties

Expenses amounung to £7,852 (2005 - £16,377) were paid by Morgan Law Limrted on behalf of Morgan
Law (Financial Services) Limrted, s fellow subsidiary.

Expenses amounung to £INil (2005 - £47,739) were pad by Morgan Law (Financial Services) Luntted on
behalf of Morgan Law Limited.

The company charged Morgan Law (Financial Services) Limuted a management charge of £40,000 (2005 -
£40,000) and rent of £10,200 (2005 - £10,200) dunng the year

Share capital

Authonsed share caprtal.
2006 2005
£ £
10,000 Ordinary shares of £1 each 10,000 10,000
Allotted, called up and fully pad:
2006 2005
No £ No £

Ordinary shares of £1 each 1,000 1,000 1,000 1,000
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Profit and loss account

Balance brought forward as previously reported
Prior year adjustment

Balance brought forward restated
Profit for the financial year
Equity dividends paid

Balance cammed forward

Reconciliation of movements in shareholders® funds

Profit for the financial year
Equty dwvidends pad

Net addrtion/(reduction) to shareholders' funds
Openung shareholders’ funds

Prior year adjustment

Closing shareholders' funds

Reconcliliation of operating profit to
net cash inflow/(outflow) from operating activities

Operatng profit
Depreciation

Profit on disposal of fixed assets
Decrease in debtors
Increase/(decrease) 1n creditors

Net cash inflow/(outflow) from operating activities

Reconciliation of net cash flow to movement in net funds

Increase/(decrease) in cash in the period

Cash outflow 1n respect of finance leases and hire purchase

Change 1n net funds resutung from cash flows
New finance leases

Movement 1n net funds 1n the period
Net funds at 1 January 2006
Net funds at 31 December 2006

18

2006 2005
2 £
411,891 799,624
- 60,000
411,891 859,624
204,250 172,267
- (620,000)
616,141 411,891
2006 2005

£ £
204,250 172,267
- (620,000)
204250 (447,733
412,891 800,624
- 60,000
617,141 412,891
2006 2005

£ £
173,878 156,055
151,750 166,491
(10,394) (18,741)
202,739 296,420
118,641  (1,149,583)
636,614  (549,358)
2006 2005

£ £
581,358  (1,294,556)
111,489 72,284
692,847 (1,222,272
(63,832)  (104,590)
629,015  (1,326,862)
2,347,659 3,674,521
2,976,674 2,347,659
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Analysis of changes in net funds

At Other At
1Jan 2006 Cash flows changes 31 Dec 2006
£ £ 5 £

Net cash:
Cash in hand and at bank 2,448,015 581,358 - 3,029,373
Debr:
Finance leases and hure purchase agreements (100,356) 111,489 (63,832) (52,699)
Net funds 2,347,659 692,847 (63,832) 2,976,674

Non-cash transactions

Duning the year, the company entered into finance lease arrangements in respect of assets with a total
capital value at the inception of the lease of £63,832 (2005 - £104,590).

Contingencies

The durectors have confirmed that there were no contingent habiliies which should be disclosed at
31 December 2006 or 31 December 2005.

Capital commitments

The directors have confirmed that there were no capital commitments at 31 December 2006 or
31 December 2005.

Ultimate parent company

The directors consider that the parent company and controlling related party 1s Morgan Law (Holdings)
Limited due to 1ts shareholding 1n the company.




