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Directors’ report
for the year ended 31 December 2011

The directors present therr report and the audited financtal stalements of the company for the year
ended 31 Decermnber 2011

Principal activities

The principal activity of LCO Non-Marine and Aviation Limited, registered company 04011200, 1s
the provision of non-marine and aviation claims handling principally to the Lloyd’s insurance market

Our core revenue performed well during the year and 15 expected to continue in 2012 Xchanging
Clams Services Limited, the parent company for LCO Non-Marine and Aviation Limited, has agreed
to provide the funds if required, to enable LCO Non-Manne and Aviation Limited to pay its debts as
they fall due

Principal risks and uncertainties

The management of the business and the execution of the company's strategy are subject 10 a
number of risks

The key business nsks and uncertamnties affecting the company are considered to relate to the
departure of syndicates from the Lloyd's market and the potential for syndicates to start using therr
own methods of resolving claims  Further discussion of these nsks and uncertainties, in the context
of the Xchanging Claims Senvces Limited group {of which LCO Non-Marine and Aviation Limited is
a part), 1s provided on page 3 of the Xchanging Claims Services Limited ("XCS"} group’s directors’
report

Review of business and future developments
The company results are set out in the profit and ioss account on page 8

Both the level of business and the year end position were broadly in line with expectations The
directors believe that XCS will be able to work with Lloyds' and customers to remain successful in
the future as the regulatory environment evolves to promote greater choice

Key performance indicators

The directors of Xchanging Claims Services Limited manage the operations of LCO Marine Limited
and LCO Non-Marine & Aviation Limited on a departmental basis For this reason, the company's
directors believe that analysis using key performance indicators for the company I1s not necessary
or appropnate for an understanding of the development, performance or position of the business of
LCO Non-Marine and Aviation Limited The development, performance and position of the business
of LCO Non-Marine and Aviation Limited are included in the results discussed on page 2 of the
XCS group's directors’ report which does not form part of this report

Financial nsk management

Gwven the size of the XCS group, the directors have not delegated the responsibilities of monitoring
financial nsk management 1o the individual companies’ boards The policies set by the board of
directors are implemented by the group's finance department

The XCS group 1s exposed to a vanety of financial nsks which are reviewed on a regular basis in
order to imit the adverse effects on the financial performance of the company These are set out
overleaf
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Directors’ report
for the year ended 31 December 2011 (continued)

Financial nsk management {continued)

{1} Foreign exchange nisk
The company has no overseas gperations or foreign currency exposures

{n) Interest rate cash flow risk
The company has no interest bearing liabilites The company does not use dervative
financial instruments as exposure levels are not material

() VAT nsk

The EU 1s currently reviewing VAT rules on financial and insurance services, with a view to
modernise and standardise across the EUJ This may lead to some currently exempt
services provided by Xchanging Ciaims Services to become non exempt Any resulting
change 1s nol expected to take effect before 2014 We continue to track these legislative
developments, assess therr ikely impact and seek to mitigate

{v) Credit risk

v)

Credit risk 15 managed on a group basis Credit nsk anses from cash and deposits with
banks and financial institutions, as well as credit exposures to customers, including
outstanding receivables and committed transactions

For banks and financial institutions, only mdependently rated parties with a minimum rating
of 'A’ are accepted The company's credit risk with customers 1s imited as around 77% of
all revenue 1s collected monthly via Central Settlement, through the Lloyd's ARCS system
which automatically debits the syndicates accounts and credits the group’s A weekly credit
control review 15 1n place for the remaining revenue

Liquidity nsk

The company actively monitars that it has sufficient funds for operations and any planned
expansions The company does not currently make use of any financing arrangements but
this will continually reviewed as the business develops and matures

{v1) Capital management risk

The company's objectives when managing capital are to safeguard the company's abiity to
continue as a going concern In order to provide refurns for shareholders and benefits for
other stakeholders and to maintain an optimal capital structure to reduce the cost of capital

In order to maintan or adjust the capital structure, the company may adjust the amount of
dividends paid to shareholders, return capital to shareholders, 1ssue new shares or sell
assets to reduce debl

The principal nsk facing the company 1s iquidity nisk, but this 1s imited as reflecied by the above
comments

Results and dividends

The company’s post tax profit for the year was £7,373,000 (2010 £8,154,000)

Dunng 2011, a dividend of £61 15 per share amounting to £6,115,000 was paid in respect of the
final dividend declared for the year ended 31 December 2010 (2010 final dividend of £53 per share
amounting to £5,300,000 was pad in respect of the dividend declared for the year end 34
December 2009)
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Directors’ report
for the year ended 31 December 2011 (continued)

Directors

The directors who held office during the year and up to the date of sigrung the financial statements
were

Name

[ E Beaton

T A Bolt

P Byrne (resigned 22 December 2011)
M Pell

J Priggen

P Swain

G Brace (appointed 21 June 2011)
J Tutoki {(appointed 31 August 2011)

C Fussell was appointed as company secretary on 22 February 2011
Employment policies

The company 1s committed to employment policies which follow best practice based on equal
opportunities for all employees, irrespective of sex, race, colour, disability, mantal status, age or
religion The company 15 also commitied to providing employees with information on matters of
concern to them on a regular basis, so that the views of employees can be taken into account when
making decisions that are likely to affect their interests

Employees are kept well infformed of performance and objectives of the company through regular
emall commurications and periedic briefings by senior management

The directors consider that the availability of a discretionary bonus scheme has a wvital role In
motivaling and retaining employees In addition certan employees may participate in the
Kehanging pic Group share option plan

Payment of creditors

The company has a vanety of payment terms with its suppliers The company agrees payment
terms with its suppliers when 1t enters into binding purchasing contracts for the supply of goods and
services Its suppliers are made aware of these terms The Company seeks io abide by these
payment terms when it 1s satisfied that the supplier has provided the goods or services In
accordance with the agreed terms and conditions

Disabled persons

It 15 the policy of the company to offer appropriate training and career development to disabled
persons as far as possible that are dentical to other employees, in line with best practice In the
event of a member of staff becoming disabled every effort 1s made by the company to continue
employment and arrange appropriate retraining and offer opportunities for promotion

Qualifying third party indemnity provision

As permitted by the Articles of Association, the Directors have the benefit of an indemnity which 1s a
qualifying third party indemnity provision as defined by the Companies Act 2006 The indemnity was
in force throughout the last financial year and 1s currently in force The group has also purchased
and maintained throughout the year Directors’ and Officers' liability insurance in respect of itself and
its Directors
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Directors’ report
for the year ended 31 December 2011 (continued)

Charitable contributions

During the year the company made no charitable donations {2010 £0).

Statement of directors' responsibilities

The drrectors are responsible for prepanng 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 prepared the company financial statements in accordance with United
Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and
applicable taw) Under company law, the directors must not approve the financial statements
unless they are satisfied that they give a true and farr view of the state of affars of the company and
of the profit or loss of the company for that period In prepanng these financial statements, the
directors are required to

» select suitable accounting policies and then apply them consistently,

« make judgements and accounting estimates that are reasonable and prudent
state whether applicable UK Accounting Standards have been followed, subject to any
matenal departures disclosed and explained in the financial statements, and

+ prepare the financial statements on the going concern basis unless it 1s inappropriate to
presume that the company will continue in business

The directors are responsible for keeping adequate accounting records that are sufficient lo 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
irregulanties

Statement of disclosure of information to auditors

Each director of the company, in office at the time of approval of this report, acknowledges that

o so far as the director 1s aware, there I1s no relevant audit information of which the company's
auditor 1s unaware, and

s he/ she has taken all the steps that he/ she ought to have taken as a direclor in order to
make himself/ herself aware of any relevant audit information and to estabiish that the
company's auditor 1s aware of that information

By order of the board

Do

4 Priggen
Director
30 May 2012
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Independent auditors' report to the members of
LCO NON-MARINE AND AVIATION LIMITED

We have audited the financial statements of LCO Non-Marine and Aviaton Limied for the year
ended 31 December 2011 which compnse the Profit and loss account, the Statement of total
recognised gans and losses, the Balance sheeis and the related notes The financial reporting
framework that has been applied in ther preparation s applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepiled Accounting Practice)

Respective responsibilities of directors and auditors

As explained more fully in the Statement of directors’ responsibilities set out in the Directors’ report,
the directors are responsible for the preparation of the financial statements and for being satisfied
that they give a {rue and far view Our responsibility 1s to audit and express an opinion on the
financial statements in accordance with applicable law and International Standards on Auditing (UK
and lreland) Those standards require us to comply with the Auditing Practices Board's Ethical
Standards for Auditors

This report, incfuding the opinions, has been prepared for and only for the company's members as
a body in accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other
purpose We do not, in giving these opinions, accept or assume responsibiity for any other
purpose or to any other person to whom this report 1s shown or into whose hands it may come save
where expressly agreed by our prior consent in writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
suffictenl to give reasonable assurance that the financial slatements are free from matenal
misstatement, whether caused by fraud or error This includes an assessment of whether the
accounting policies are appropniate o the company's circumstances and have been consistently
applied and adequately disclosed, the reasonableness of significant accounting estimates made by
the directors, and the overall presentation of the financial statements In addition, we read all the
financial and non-financial information in the Annual report to 1dentify matenal inconsistencies with
the audited financial statements If we become aware of any apparent matenal misstatements or
Inconsistencies we consider the implcations for our report

Opinion on financial statements
In our opinion the financial statements

e give a true and farr view of the state of the company's affairs as at 31 December 2011 and
of its profit for the year then ended,

« have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice, and '

* have been prepared In accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the
financral statements are prepared i1s consistent with the financial statements
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Independent auditors’ report to the members of
LCO NON-MARINE AND AVIATION LIMITED (continued)

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006
requires us to report to you if, in our opinion

» adequate accounting records have not been kept, or returns adequate for our avdit have
not been received from branches not visited by us, or

s thefinancial statements are not in agreement with the accounting records and returns, or
¢ certain disclosures of directors’ remuneration specified by law are not made, or

¢ we have not recewved all the information and explanations we require for our audit

Kevin McGhee (Senior Statutory Auditor)
For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

London
30 May 2012
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Profit and loss account
for the year ended 31 December 2011
Note 2011 2010
£000 £'000
Turnover 2 31,968 30,048
Operating costs ~ pre exceptional iem (21,884) {19,496)
Exceptional item 3 {20) -
Total Operating Costs 3 (21,904) {19,496)
Operating profit 10,064 11,452
Interest recevable and similar income 6 34 25
Interest payable and similar charges 7 (38) {15)
Profit on ordinary activities before 10,060 11,462
taxation
Tax on profit on ordinary activities 8 (2,687) (3,308)
Profit for the financial year 7,373 8,154

There 1s no difference between the loss on ordinary activities before taxation and the retained

loss for the penod stated above and their historical cost equivalent

All results presented above refate to continuing operations of the company
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Statement of total recognised gains and losses for the
year ended 31 December 2011

Note
2011 2010
£'000 £000
Profit for the financial year 7,373 8,154
Actuanal loss on pension scheme 16 {83) (46)
Movement on deferred tax relating to pension scheme 12 13 13
Movement on current tax relating to pension scheme 9 -

Total recognised gains relating to the year 7,312 8,121




LCO NON-MARINE AND AVIATION LIMITED

Balance sheet
as at 31 December 2011

Fixed assets
Tangible assets

Current assets
Debtors amounts falling due within one year
Cash at bank and 1n hand

Creditors amounts failing due within one year

Net current assets
Total asset less current liabilities

Creditors amounts falling due after more than
one year

Net assets excluding pension asset

Pension asset

Net assets including pension asset

Capital and reserves
Called up share capital
Share premium account
Profit and loss account
Total shareholders’ funds

Note

10

11

16

13
14
14

15

10
2011 2010
£°000 £'000
47,718 94,283
183 373
47,901 94,656
(34,814) (83,068)
13,087 11,588
13,087 11,588
(644) (378)
12,443 11,210
22 55
12,465 11,265
100 100
278 278
12,087 10,887
12,465 11,265

The notes on pages 11 to 25 are an integral par of these financial statements

The financial statements on pages 8 to 25 were approved by the board of directors on

30 May 2012 and were signed on its behalf by

%/WV’W

J Priggen
Director

Registered number 04011200
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Notes to the financial statements
for the year ended 31 December 2011

1 Principal accounting policies

The financial statements are prepared in accordance with the Compames Act 2006 and
applicable Accounting Standards in the United Kingdom A summary of the most significant
accounting policies, which, unless otherwise stated, have been applied consistently with the prior
year, 1s set out below

Basis of accounting

The financial statements are prepared on a going concern basis, under the histoncal cost
convention

Going concern

The direclors believe that preparing the accounts on the going concern bas:s 1s appropriate based
on projections for the foreseeable fuure

Cash flow statement

The company 1s a wholly owned subsidiary of Xchanging plc and 15 included in the consolidated
financial statements of Xchanging ple, which are publicly avallable Consequently, the company has
taken advantage of the exemption from preparing a cash flow statement under the terms of FRS 1
(revised 1996)

Turnover

Turnover, which 1s stated exclusive of value added tax, principally comprises amaunts recervable for
the provision of clams handling and recoveries services, charged on transactional and commission
bases respectively Turnover 1s recognised in the profit and loss account for the accounting period
in which the insurance clamm 1s processed or claim recovery 1s completed as appropriate  Revenue
from additional services 1s recognised as earned

Tangible fixed assets

Tangble fixed assets are staled at histonc purchase cost less accumulated depreciation Cost
includes the purchase price and the cost attributable to bring the asset to its working condition for its
intended use

Depreciation 1s calculated so as to wnite off the cost of tangible fixed assets, less therr estimated
residual values, on a straight-ine basis over the expected useful economic lives of the assets
concerned The principal annual rates used for this purpose are

Computer equipment 33%
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Notes to the financial statements
for the year ended 31 December 2011 (continued)

Financial instruments

The company does not trade in derivative financial instruments Capital instruments that contain
an obhgation to transfer economic benefit are classified as habilities and are recorded at therr net
proceeds Financial assets are recorded at cost and the return on such assets 1s accrued in the
peried to which 1t relates

The company’s financial instruments comprise cash and vanous items such as trade debtors
and trade creditors that arise directly from its operations The farr value of financial assets
and liabilities 1s approximately equal to ther book values

Trade and other receivables

Trade and other recervables are initially recogmised at fair value and subsequently measured
at amortised cost less provision for impairment

Cash at bank and in hand

Cash includes cash in hand and demand deposits which are readily converlible to cash and are
subject to mimimal nsk of changes in value Cash held in foreign currencies 1s recognised at the
exchange rate ruling on the balance sheet date, with any foreign exchange differences
recogrused (n the profit and loss account

Trade and other payables

Trade and other payables are stated at book value as this 15 approximately equal to ther far
value

Foreign currencies

Transactions denominated n foreign currenctes are translated info stering at the rate of
exchange ruling at the date of the transaction Monetary assets and liabilities are translated at the
rates of exchange ruling on the balance sheet date and any differences ansing are taken to the
profit and loss account

Operating leases

Rental costs under operating leases are charged to the profit and loss account on a straight-line
basis over the lease term
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Notes to the financial statements
for the year ended 31 December 2011 (continued)

Deferred taxation

Deferred tax 1s recognised in respect of all timing differences that have oniginated but not
reversed at the balance sheet date where transachons or events that result m an obligation 1o pay
more, or a nght to pay less, tax n the future have occurred at the balance sheet date However,
deferred tax assets are regarded as recoverable and therefore recognised, only when, on the
basis of afl availlable evidence, the directors consider that it 1s more likely than not that there will
be suitable taxable profits from which the future reversal of the underlying iming differences can
be deducted

Deferred tax 1s measured on a non-discounted basis at the rates that are expected to apply in the
periods i which timing differences reverse, based on tax rates and laws enacted or substantively
enacted at the balance sheet date

Pensions

The company operates a defined benefit pension scheme A professional independent
actuary values the fund tnennially and the valuations were updated at the year-end Scheme
assets are measured at ther far value at the balance sheet date Scheme labiliies are
measured on an actuarial basis using the projected unit method Current and past service
costs are charged to the profit and loss account Expected returns on assets and interest
costs on liabilittes are recognised as other finance income in the profit and loss account

The company also participates in a defined contribution scheme operated by Xchanging UK
Limited, a related company Contributions are charged to the profit and loss account as
incurred

Related party transactions

The company has taken advantage of the exemption avaiable n FRS 8 not to disclose
transactions with related parties that are 100% owned by the Xchanging Claims Services
group All other related party transactions are disclosed in note 18

Provisions

Provisions are recognised when a present obligation exists as the result of a past event and it 15
probable that this will result in an outflow of economic benefit, the amount of which ¢an be reliably
estimated

Restructuring provisions are only recognised If an obligation exists at the balance sheet date, 1 e
a formal plan exists and those affected by that plan have a valid expectation that the restructuring
will be carred out Employee termination payments are included within restructuring provisions
Provisions are not recognised for future operating losses

Exceptional items

Exceptional items are events or transactions that fall within the ordinary activities of the company,
but which by virtue of therr size or incidence, have been separately disclosed in order to improve
a reader's understanding of the financral statements These include items relating to the
restructuring of a significant part of the company
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Notes to the financial statements
for the year ended 31 December 2011 (continued)

2 Turnover

Turnover arises entirely from the company’s activities in the United Kingdom, and 1s derived
solely from the principal activity of the company

Contributions to turnover by geographicat destination are

2011 2010
£000 £000
United Kingdom 31,968 30,948
31,968 30,948
3 Operating costs
Operating costs comprise: Note 201 2010
£000 £'000
Staff costs
Wages and salares 9,954 8,093
Social security costs 1,069 896
Other pension costs 469 6
11,492 8,995
Exceptional item 20 -
Other operating costs 10,392 10,501
21,904 19,496
Operating costs inciude the following
2011 2010
£°000 £'000
Depreciation — owned assets . 15
Rental costs relating to operating leases
- land and buildings 1,599 1,680

The 2011 and 2010 audit fees were borne by Xchanging Claims Services Limited and not
recharged

The exceptional item represents a cost of £20,091 relate to restructuring costs incurred as part of
the wider Xchanging Group lean processor strategy in restructunng operations within the UK and
further increasing offshonng actwities to India
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Notes to the financial statements
for the year ended 31 December 2011 (continued)

4 Directors' emoluments

The remuneration of the Directors 1s borne by Xchanging Clams Services Limited They do
not consider it practical to allocate their remuneration between the various subsidiary entities
and no recharge 1s made for therr services

5 Employees

The average monthly number of persons {including executive directors) employed by the
company during the year was

2011 2010
Number Number
By activity
Service delivery 170 150
Selling and distribution 2 2
Administration 24 12
196 164
6 Interest receivable and similar income
2011 2010
£000 £'000
Expected return on pension scheme assets 34 25
34 25
7 Interest payable and similar charges
2011 2010
£'000 £'000
Interest payable 14 -
interest on pension scheme liabilities 24 15

38 15
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Notes to the financial statements
for the year ended 31 December 2011 (continued)

8 Tax charge on profit on ordinary activities

2011 2010

£'000 £000
Current tax
UK corporation tax on profits for the year 2,672 3,428
Adjustments m respect of prior years (189) -
Total current tax 2,483 3,428
Deferred tax
Changes in tax rate ) .
Adjustments in respect of prior years 203 (118)
Originatron and reversal of timing differences 1 (4)
Total deferred tax (note 12) 204 {120)
Total tax charge for the current year 2,687 3,308

The tax assessed for the year 1s lower (2010 higher) than the standard rate of corporation tax in
the UK (26 5%) (2010 28%) The differences are explained below

Profit on ordinary activities before tax _ 10,060 11462
Profit on ordinary activities multiplied by the standard rate
of corporation tax in the UK of 26 5% (2010 28%) 2,666 3,209
Expenses not deductible for tax purposes 7 5
Capital allowances for the year In excess of depreciation (1 3
Other timing differences - 2
Adjustments to tax charge in respect of previous year {189) 209
2,483 3,428

Factors affecting current and future tax charges

The Finance Act 2011, which was substantively enacted on 5 July 2011, included legislation
reducing the main rate of corporation tax to 25 per cent from 1 Apnl 2012 The relevant
deferred tax balances have been re-measured accordingly

A number of further changes to the UK Corporation tax system were announced in the March
2012 UK Budget Statement Aresolution passed by Parliament on 26 March 2012 reduced
the main rate of corporation tax rate from 24% to 23% from 1 April 2013 1s expected to be
included n the Finance Act 2012 A {further reduction to the main rate 1s also proposed to
reduce the rate to 22% from 1 April 2014 None of these rate reductions had been
substantively enacted at the balance sheet date and, therefore, are not included In these
financial statements
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Notes to the financial statements
for the year ended 31 December 2011 (continued)

9 Tangible fixed assets

Computer
equipment Total
£000 £'000
Cost
At 1 January 2011 56 56
Additions ) )
At 31 December 2011 56 56
Accumulated depreciation
At 1 January 2011 56 56
Charge for the year B B
At 31 December 2011 56 56

Net book value

At 31 December 2011 - -

At 31 December 2010 _ .
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Notes to the financial statements
for the year ended 31 December 2011 (continued)

10 Debtors
2011 2010
£'000 £'000
Amounts falling due within one year:
Trade debtors 2 5
Amounts owed by Xchanging group undertakings 47,564 93,876
Other debtors 77 74
Prepayments and accrued mcome 32 79
Deferred taxation (note 12) 43 249
47,718 94,283

Amounts owed by Xchanging group undertakings are unsecured, interest free and repayable on
demand

11 Creditors: amounts falling due within one year

2011 2010

£'000 £'000

Trade creditors 27 1
Amounts owed 1o Xchanging group underiakings 31,206 79,685
Consortium relief payable - 1,628
Corporation tax 1,358 304
Taxation and social security 280 236
Accruals and deferred income 1,943 1,214
34,814 83,068

Amounts owed to Xchanging group undertakings are unsecured, interest free and are
repayable on demand
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Notes to the financial statements
for the year ended 31 December 2011 (continued)

11 Creditors: Amounts falling due after more than one year

2011 2010

£000 £'000

Accruals and deferred income 644 378
644 378

12 Deferred tax

Deferred tax 1s calculated in full on temporary differences under the habiity method using a
tax rate of 25% (2010 27%) for differences ansing in the UK
The movements in deferred tax assets are shown below
2011 2010
£'000 £'000
Provided
Deferred tax asset at 1 January 227 80
(Charged)/credited to the profit and loss account (nole 8) {204) 120
Deferred iax through the statement of recognised gains and losses
with respect to the pension scheme 13 13
Other deferred tax - 14
Deferred tax asset at 31 December 36 227
Deferred tax asset comprises
Accelerated capital allowances - 7
Other timing differences 43 242
Deferred tax asset {(excluding pensions) 43 249
Pensions (7) (22)
Deferred tax asset {including pensions) 36 227

The company has recognised deferred tax assets where there are forecast taxable profits in
the next 12 months from which the future reversal of the underlying timing difference can be
deducted
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Notes to the financial statements

for the year ended 31 December 2011 (continued)

13 Called up share capital

Allotted and fully paid
100,000 (2010 100,000) ordinary shares of £1 each

14 Reserves

At 1 January 2011
Profit for the financial year
Dividends paid

Actuanal losses

Share options
Deferred tax credited through equity Pensions

Current tax charged through equity Pensions

At 31 December 2011

15 Reconciliation of movements in shareholders’ funds

Opening shareholders’ funds

Profit for the financial year

Dividend paid

Actuanal losses

Share options

Deferred tax credited through equity Pensions
Current tax charged through equity Pensions
Closing shareholders® funds

2011 2010
£000 £000
100 100
100 100
pmf;:;zrrﬁ Ios: ra:)cfti:toa::nnctl
account
£°000 £000
278 10,887
- 7,373
- (6,115)
- (83)
- 3
- 13
- 9
278 12,087
2011 2010
£000 £000
11,265 8,435
7,373 8,154
{6,115) (5,300)
(83) (46)
3 9
13 13
9 -
12,465 11,265
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Notes to the financial statements
for the year ended 31 December 2011 (continued)

16 Pensions

The company participates in a sectionalised multi-employer defined benefit pension scheme
in the UK which was established at 1 July 2007 A full valuation of the pension scheme was
carned out as at 1 July 2008 by a qualfied independent acluary, and the second full
valuation, as at 1 July 2011, 1s currently underway An actuarial report was last prepared at 1
July 2010 The actuary has identified that part of the assets and liabiilies that relate to the
Company Contributions are payable to the pension scheme by members (at the rate of 5% of
salary) and by the company (at the rate of 20% of salary} The company contributed £167,000
to the scheme over the year (2010 £150,000) The scheme is closed to new entrants and the
age profile of the active membership 15 Increasing As a result, under the projected unit
method, the current service cost will increase as the members of the scheme approach
retrement

For any increases to pensions in payment that have siatutory inflation linked increases, the
CP! measure has been used as the basis for determining the assumed rate of pension
increase The effect of this change in assumption 1s £29,000

The following figures have been prepared in complhance with FRS 17 “Retrement benefits”

At 31 At 31

December December

2011 2010

Rate of increase n salanes 38% 42%
Pension increases 16% 2 0%
Discount rate 4.8% 5 5%
Inflation assumption 3.0% 34%

Mortality foliows the standard table known as PNAOQ, using 110% of the base table with CMI
2011 mortality improvements with a 075% long term improvement rate The mortality
assumphons used at the previous year end followed the PNADO iable, using 110% of the
base table with medium cchort mortality improvements subject to a 0 5% minimum to the
annual tmprovements

2011 2010 2009 2008 2007

years years years years years
For a male aged 65 now 220 213 211 210 198
At 65 for a male member aged 45 now 230 226 223 222 211
For a female aged 65 now 238 236 234 234 221

At 65 for a female member aged 45 now 250 248 244 24 4

232
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16 Pensions (continued)

The expected rates of return and the market value of the assets of the pension scheme
related to members and former members of the company were

Long-term rate of
return expected at
31 December
2011 2010 2008 2008 2007
% % % % %
Equties 725% 770% 850% n/a nfa
Bonds 350% 510% 540% 380% n/a

Other 050% 050% 050% nfa 550%
Total market value of assets

Present value of scheme habilities

Related deferred tax asset (note 12)

Net pension surplus

Value at 31 December

Market value 1s considered to be equivalent to the fair value of the assets which are valued at

current mid price

Analysis of the amounts charged to profit and loss account

Charged to operating profit
Current service costs

Charged to Interest receivable and similar income
Expected return on pension scheme assets

Charged to interest payable and simitar charges
Interest on pension scheme habilities

Total

2011 2010 2009 2008 2007
£000 £000 £000 £000  £000
178 128 86 - .
531 384 253 196 -
4 - 2 - 34
713 512 341 196 34
(684)  (435) (262) (115)  (33)
(M) (22) (9) (22) 1
22 55 70 59 2

2011 2010

£'000 £'000

143 116

(34) (25)

24 15

133 106
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16 Pensions {continued)

Analysis of the amounts recognised in the statement of total recognised gains and

losses.

Actual return less expecled return on assets
Experience gains on the habilities

Change Iin assumptions

Actuana! loss recogmsed in statement of total recognised gains
and losses

Movement in surplus during the year'

Surplus at beginning of the year
Movement in the year
Current service cost
Employer contributions received
Other finance costs
Actuanal loss

Surplus at end of the year

Reconciliation of present value of scheme liabilities

1 January

Current service cost
Interest cost
Acluarial loss
Benefits paid

31 December

23
2011 2010
£'000 £000
(1) (0%) (4) (1%)
(15) (2%) - {0%)
(67) (9%) (42) (6%)
(83) (46)
2011 2010
£'000 £'000
78 81
(143) (116)
167 150
10 9
(83) (46)
29 78
2011 2010
£000 £000
435 262
143 116
24 15
82 42
684 435
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16 Pensions (continued)

Reconciliation of fair value of scheme assets

1 January
Expected return on scheme assets
Actuanal (loss)/ gain on scheme assets

Employer contributions (inc employer direct benefit payments)

Benefits pard
31 December

History of experience gains and losses

Difference between the actual and expected return
on assets

Experience gains on liabilities

Total amount recognised in statement of total
recognised gains and losses

Contnbutions by scheme participants:

Contributions

2011
£000

(1)

(15)
(83)

24

2011 2010
£'000 £°000

513 342

34 25

(1) (4)

167 150

713 513

2010 2009 2008 2007
£000 £000 £000 £000
(4) (1 2 -
- 17 1 -
(46) (45) 25 .
2011 2010
£7000 £'000

33 30

The company expects to contribute £170,000 to the scheme 1n 2012

The company also participates in a defined contribution scheme run for the employees of
Xchanging UK Limited Contributions charged against the profit for the period were £326,000
(2010 £308,000) There were nil outstanding contnbutions at the balance sheet date (2010
There were nil outstanding contributions at the balance sheet date)
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17 Parent undertaking and ultimate controlling party

LCO Non-Marine and Awviation Limited 1s a wholly owned subsidiary of Xchanging Claims
Services Limited, a company incorporated in England and Wales Xchanging Claims Services
Limited 1s the parent company of the smallest group to consolidate these financal statements

The ulbmate parent undertaking 1s Xchanging plc, @ company tncorporated in England and
Wales The results of LCO Non-Marine and Aviation Limited are included in the Xchanging plc
consolidated accounts, copies of which may be obtained from Xchanging plc, 34 Leadenhall
Street, London EC3A 1AX, United Kingdem Xchanging plc 1s the parent company of the
largest group to consolidate these financial statements

18 Related party transactions

The Corporation of Lloyd’s 1s a related party by virtue of a 50% interest in Xchanging Claims
Services Limited, the immediate parent of LCO Non-Marine and Aviation Limited During 2011,
£15,591 was charged by Lloyd's to the company in relation to IT infrastructure, premises,
accounting and admimistration, and other services (2010 £13,017) As at 31 December 2011,
nothing was owed to Lloyd's in respect of these services (2010 £0)

The remaining companies are related parties because they all share the same ultimate
controling party, Xchanging plc The companies concerned are, Xchanging UK Limited,
Xchanging Ins-sure Services Limited Group, Xchanging Procurement Services Limited,
Xchanging HR Services Limited, Xchanging Resourcing Services Limited, Xchanging Global
Insurance Solutions Limited, Xchanging Insurance Professional Services Limited, Xchanging
Advisory Services Limited, Ferguson Snell and Associates Limited, Xchanging Broking
Services Limited, Xchanging Technology Services India Private, Cambridge Solutions Europe
Ltd and Cambnidge Solutions India Ltd

A descniption of the nature of the services provided from these companies by/{to) the
company and the amount receivable/(payable) in respect of each at 31 December 2011, are
set out In the table below

Receivable/
Services provided by/(to) the company Revenue/{charge) {payable}
2011 2010 2011 2010
£'000 £'000 £'000 £'000

IT infrastructure, IT support, [T systems, (1,382) (1,239) 2 51
accounting & administration, and other
services In support of operating activities




