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DIRECTORS' REPORT - BUSINESS REVIEW

The directors are pleased to subrit their report and the audiled financial statements for the
year ended 315t December 2007

PRINCIPAL ACTIVITY

The Company acts as a Corporate Name at Lioyd s and had an overall prermuum hmit of £52 1 million lor the
2002 year of account The Company prowded funds for Motor Syndicate 2037 which wrote parallel to Syndicate 37
Syndicates 2037 and 37 were managed by a fellow Highway group subsidiary underaking

The Company I1s not underwnting on the 2007 year of account (2006 Enil)

On 31 July 2007 Court approval was obtained for the iranster of the business of Lloyd s Syndicate 2037 to
Highway Insurance Company Limited, pursuant to Part VIl of the Financial Services and Markets Act 2000
{the ‘Transfer) The effective date of the Transter was 2 August 2007

AREVIEW OF BUSINESS

The profit for the tinancial penod amounied to £332,000 (2006 prodit £538,000)

DIVIDENDS

An equity dradend of £5 500,000 was paid during the penod (2006 Enil)

DIRECTORS

The following have been directors dunng the periad from 1st January 2007 to the date of this report unless otherwise stated

COCHM
A Milton

Director of the ultimate holding company Highway tnsurance Holdings Pic
DIRECTORS' INTERESTS

The interests of the directors at 31st December 2007 i the share capital of the wtimate holding company
are shown in the accounts of that company

PROVISION OF INFORMATION TO AUDITORS

The directors who held otfice at the date of approval of this directors report confirms thal s far as they are
each aware there 15 no relevant audit information of which the Company s auditors are unaware and each
director has taken all the steps that he ought to have taken as a direcior to make himself aware of any refevant
audit information and to establish that the Company s auditors are aware of that information

AUDITORS

In accordance with Section 384 of the Companies Act 1985 a resalution for the re appointment of KPMG Audit
Pic as auditors of the company Is to be proposed at the farthcoming Annual General Meeting

By Order of the Beard

Philp Lampshire
Secretary

Highway House
171 Kings Road
Brentwood
Essex CM14 4EJ
1 Apnl 2008
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STATEMENT COF DIRECTORS' RESPONSIBILITIES IN RESPECT OF THE
DIRECTORS' REPORT AND THE FINANCIAL STATEMENTS

The directors are responsible for preparing the Directors’ Report and the financial statements in accordance with apphcable law and regulations

Company law requires the directors 1o prepare financial statements for each hnancial year  Under that law the directors have elected to prepare the
financial statements In accordance with UK Accounting Standards and apphicable law (UK Generally Accepted Accouning Practice)

The inancial statements are required by law to gve a true and fair view of the state of affairs of the company and of the profit or loss of the company lor
that penod

In preparnng these financial statements the directors are required to
select suitable accounting policies and then apply them consisiently
make judgements and estrnates that are reasonable and prudent

state whether applicable UK Accountng Standards have been followed subject fo any matenal departures disclosed and explained in the financial
statements and

prepare the financial statements on the gaing concern basis unless it 1s Inappropnate to presume that the company will continue in business
The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any ume the linancial posiion of the

company and enabfe them to ensure that its inancial statements comply with the Comparues Act 1985 They have general responsibilty for 1aking such
steps as are reasonably open 1o them to safeguard the assets of the company and to prevent and detect fraud and other irreguianties
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INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF HIGHWAY CORPORATE CAPITAL LIMITED

We have audited the linancal statements of Highway Corporate Capital Limited for the year ended 31 December 2007 which compnse the Prolit and Loss
account the Balance Sheet and the related notes These financial statements have been prepared under the accounting policies set out therein

This report 1$ made solely to the company's members as a body 1n accordance with Section 235 of the Companies Act 1985 Our audit work has been
undertaken so that wa might slate to the company’s members those matters we are required to state to them in an auditor's repan and for ng other purpose To
the tullest extent permitted by law we do not accept or assuma responsibility to anyone other than the company and the company's members as a body for
our audit work, for this report or for the opinions we have formed

Respective responsibilities of directors and auditors
The Directors' Responsibilities for prepanng the inancial statements in accordance with applicable law and UK accounting standards (UK Generally Accepted
Accounting Practice) are set out in the Statement of Directors’ Responsibiliies on page 2

Our responsibility ts to audit the fnancial statements in accordance with refevant fegal and regulatory requirements and International Standards on Auditing
{UK and Ireland)

Wa report to you our apimon as to whether the inancial statements give a true and tar view and are property prepared in accordance with the Companies Act
1985 We also repor to you whether in our apimion the nformaton given in the Directors’ Report 15 consistent with the financial statements

in addition we report 10 you If 1n our opinion, the company has not kept proper accounting records, «f we have not recewved all the information and explanations
wa require for our audit or if information specified by law regarding directors remuneration and other transactions 1s not disciosed

We read the Directors’ Report and consider the implications for our report if we become aware of any apparent misstatements within it

Basis of audit opinion

We conducted our audit in agcordance with International Standards on Auditing {UK and Ireland) 1ssued by the Auditing Practices Board An audit includes
examinalion on a test basis, of evidence relavant 1o the amounts and disclosures in the linancial statements It also includes an assessment of the sigruhicant
estimates and judgements made by the directors in the preparation of the financial staterments and of whather the accounting policies are appropnate to the
company's circumstances, consistently appled and adequately disclosed

Wa planned and performed our audit 50 as Lo obtain all the infarmation and explanations which we considered necessary In order to provide us with suificient
awvidence to give reasonable assurance that the financial statements are free from matenal misstatement whether caused by fraud or other rregulanty or error
In ferming our opinicn we also evaluated the averall adequacy of the presentation of information n the linancial statements

Opinion
in aur opinion

the financial statements give a true and far view 1n accordance with UK Generally Accapted Accounting Practice of the state of the company s allaus as at
31 December 2007 and of its profit for the year then ended,

the financial statements have been properly prepared in accordance with the Companies Act 1985 and

the infarmation given in the Directors® Report 1s consistent with the financial statements

PG A«JJF&

KPMG Audn Plc

Chartered Accountants & Registered Audior
8 Salisbury Square

Londan

EC4Y 8BB

1 April 2008




HIGHWAY CORPORATE CAPITAL LIMITED
Profit and loss account
for the year ended 318t December 2007

Techmical Account

Gross premiums wrtian

OCutward reinsurance premiums

Net premiums wntien

Change in the gross prowision for uneamed premiums

Change in the provision tor uneamed premiums reinsurers share

Change in net unearned premiums

Net earned premiums

Altocated investment return transferred from
the non-technical account

Othet 1echnical income

Total technicat income

Gross claims paid
Reinsurers' share

Met paid ctauns

Change in claims provision
Rewnsurers' share

Change in the provision for claims

Nat claims incurred

Net operating expenses

Total tachnical charges

Balance on the technical account - general business

2007
Notes £000's

0

136
298

433

(584)
(35)

(619)

854
(130

724

105

4 (58)

47

480

|
|
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2006

£000s

(101)

(101}

{101)

253
{58}

94

(3 695}
972

{2 723)

5 506
(1 874)

3632

909
(213)

656

780
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HIGHWAY CORPORATE CAPRITAL LIMITED
Profit and loss account continued
for the year ended 31st December 2007

Non-Technical Account

Balance on the general business technical account

Investment return
Investment expenses and charges

Allocated investment return transferred to the general business
technical account

Operating profit

Operating profli based on longer term investment return
Short term lluctuation in investment returns

Prolit on ordinary activities before taxaton

Taxation on proht on ordinary achvities

Profit for the financial year

There are no recogrised gains or lpsses or movements in shareholders' funds other than profit for the inancial year

Accordingly no statement of recognised gains and losses 1s given

Notes

2007
£000's

480

244
(88)

{136)

500

480
20

500

(168)

Page 5

2006
£000's

790
378
{145)
(253)
770
790
(20)
770

(232)




HIGHWAY CORPORATE CAPITAL LIMITED
Balance Sheet at 315t December 2007
Assets

Financial assets

Reinsurers share of technical provisions
Claims outstanding

Debtors
Debtors ansing out of reinsurance operations
Other debtors  amounts lalling due within one year

Other assets
Cash at bank and in hand

Prepayments and accrued income
Other prepayments and accrued income

Total assets

2007

Notes £000's
7 -
8 910
910

910

Page 6
2006
£000s

5115

482

635
4,534

5169

762

a1

11 559




HIGHWAY CORPORATE CAPITAL LIMITED
Balance Sheet at 315t December 2007 continued
Liabuities

Capital and reserves

Called up share capital
Profit and loss account

Equity shareholders funds

Technical provisions

Claims outstanding

Provisions for other risks and charges
Creditors

Greditors ansing out of direct insurance operations

Creditors ansing out of reinsurance operations
Other creditors amounts falling dus within one year

Accruals and deferred income

Total equity and |lzbilities

These financial statements were approved by the board and signed on the 1 Apnl 2008 by

L

A Milton
Director

Notes

1
12

2007
£ 000's

157

158

68

684

684

910

Page 7

2006
£ 000's

5325

5326

3309

598

37

2284

2321

11 559
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Notes to the financlal statements

1

Accounting policies
Accounting convention

The financial statements have been prepared in accordance with applicable accounting standards under the histoncal
cost accounting rules

The audited hinangial statements have been prepared In accordance with he special provisions relating to \nsurance companies
i Section 2554 of, and Schedule 9A to, the Companies Act 1985 The recommendations of the Statement of Aecommended
Practice on Accounting for Insurance Business issued by the Association of Brilish Insurers in December 2007 have been adopted

Cash flow statement

in accordance with Financial Repgrung Standard Number 1 Gash Flow Statements the Company 18 nGt required to prepare
a cash flow statement because more than 80% of the voling nghts of the Company are held within the Group and the Group s
censolidated financal slatements are publicty avalable

Premiums

Gross wniten premiums reprasent premiums {exclusive of IPT) on busingss incepting dunng the year irrespective of whether they refate
in whole or (0 past o a later year together with adjustments fo premiums written In previous years

The provision for unearned premiums represents that part of gross premiums wntten which is estumated to be earned

after the balance sheet date

Outward reinsurance premiums are accounted for in the same accounting year as the gross premiums to whuch they relate

Claims

Claims incurrad nclude all losses occumng dunng the year, whether reported or not, related handhing costs and any adjustments to claims
outstanding from previous years

QOutstanding claims prowisions are based on the estimated ulimate ¢ost of all claims incurred but not settled at tha balance

sheet date whether reporied or not together with related claims handling expenses

Technical provisions - claims outstanding

The ultimate cost of outstanding claims including IBNR 1s estimated by using a range of standard actuarial claims projection techniques
such as the Chain Ladder and Bornhuetter Ferguson methods  Such methods extrapolate the development of paid and

incurred claims, average cost per ¢laim and ultimate claim numbers for gach underwrniting year based upon thg observed

development of earlier years and expected 055 ratics

IBNR provisions and provisions tor outstanding claims are inwially esiimated at a gross lovel and a separate calculation 1s carned out
10 estimate the size of the reinsurance recovenes

Whilst the directors consider that the gross provisions for ctaims and the related seinsurance recovenes are farly stated on the basis
of current information available 1o them , the ultimate habilty will vary as a result of subsequent information and evants and may result
in ssgnificant adjustments to the amount provided Adjustments to the amounts of claims prowisions established in prior years are
reflected in the financial statements for the penod in which the adjustments are made and are disclosed separately if matenal

The methods used and the estimates made, are reviewed regutarly

Unexpired nisk provision

A prowision for unaxpired nsks 1s made when 1t is anticipated that unearmnad premiums will be insuflicient to meet future

claums and ctaims setllement expenses of business in force at the end of the penod after deduclion of any acquisiion costs deferred
The provision tor unexpired nisks 15 calculated atter taking into account the ralevant invesiment return on assets held to back insurance
habilities

Operaung expenses

The company's operations include the control and payment of expenses The residual costs are charges 1o the prolil and loss accown? as
incurrad
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Notes to the financlal statements {continued)

1

Accounting policies {continued)
Acquisition costs

Acquisiion costs compnse of commission and other costs refated 1o the acquisiton of new insurance contracts and the renewal of existing
contracts They are deferred aver the period In which the related premium 1s earned and to the extent 1hat they are recoverable aganst tuture
margins

Investment return

Investment ncome compnses dividends, interest realised and unrealisad gains and losses on assets held at tar value through profit and loss
Farr value realised gains and losses are calculated as the difference betwesn the net sales proceeds and tarr value at acqursition

Farrvalue unrealised gains and losses are calculated as the ditference between the current fair value at batance sheet date and far value

at acquisiion adjusted for previously recognised unrealised gains and losses of those financial assets disposed of in the accounting penod
Dmdend income 15 recognised when the nght to receive payment is established

The Jonger tarm return on nvestments which support the underwrting activities initially allocated 10 the non technical account
1s transferred trom that account to the technical account  The actual net nvestment return from other actmites s included
within the non techmcal account as part of operating profit  The difference betwaen the longar term raturn allocated 1o the
technical account and tha actual return achieved on the underlying assats (s recorded i the non technical account

as Short tarm fluctuations in Investment retum’

Intangible assets

Intangible assets which represent the cost of purchased syndicate capacily, are stated at nistorical values less any amortisation charges
Purchased syndicate capacity 1s amortised over its expected economic ke commencing irom the underwnting year 10 which the purchased
capaciy relates

Investments

Financial assets are designated as at far value through profit or loss on imhal recognition

Financial assets designated as at lair value through profit or loss at inceplion are those that are managed and their performance 1s evaluated
on a fair value basis, in accordance with a documented Group investment strategy  Information about these financial assets 1s provided
nternally on a fair value basts to the Group enuly's key management personnel including the Board and Investment Commitiee

Financial assets carned at fair value through profit ar loss are iniially recogrised at lair value with any associated transaction costs being
expensed through the income statement

The farr value of quoted investments 1s thesr quoted id pnce at the balance sheet date if the market for a hnancial asset 1s nol active the
Company establishes farr values by using vatuation techmques  These include the use of recent arm s length market transactions
references to another transaction that 1s substantally the samae, discounted cash flow analys:s and aption pricing models

If the value of equity instruments cannot be reliably measured they are measured at cost

Realised gains and losses, and unrealised gains and loses arising from changes in the fair value of inancal assets attair value through prefit
or loss are included 1 the Incoma statement 1n the penod In which they anse

The purchase and sales of financial assets are accounted for on a seitlament date basis

Fareign currency

Transactions In currencies other than pounds sterling are recorded at the rates of exchange prevailing at the date of the transaction

Monetary assets and kabilties denominatad in foreign currencies at the balance sheet date are retranslated at the rates prevaing at that date
Forgign exchange cifferences ansing on translaon are recognised in the prolit and loss Non monetary assets and habuities that are measured
in terms of histencal cost in a loreign currency are translated using the exchange rate at the date of transacton Non monetary assets and
Ilabdities denomunated i foreign currencies that are stated at fair value are translated at the rates prevaiing when the fair value was determined
Taxation

Current tax including UK corporation tax Is providad on taxable profits at the rate applicable at the balance sheel ¢ate

Deferred tax 1s recognised in respect of all tming differences that have onginated but not reversed at the balance sheet

date where transachons of events have occurred at thai date that will result in an obligation to pay more or & nght to

pay less or to receve more tax

Deferred 1ax assets are recogrused only lo the extent that the directors consider that it 1S more likely than not that
there will be sutable taxable profts from which the future raversal of the underlying tirming differences can be deducted

Deferred tax 18 measured on an undiscounted basis at the tax rates that are expected 10 apply in the penods in which himing
ditferences raverse, basad on tax rates and laws enacted or subslantively enacted at the balance sheet date
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Notes 1o the financial statements {continued)
2 Segmental analysis

All Insurance business wnttan dunng the penod s direct motor insuranca wntten in the United Kingdom  The directors therelore consider
that the Company only operates in one segment and consequently no segmental analysis 1s presented

3 Directors and employees
(a} The Company has na employees other than directors (2006 - None)
(b} Directors’ emoluments

The emoluments of the directors were pawd by Highway Insurance Holdings Plc or Highway Group Sernces PLC
and are included in the accounts of tus Company as allocated costs within net operating expenses

4 Net ocperating expenses - technical account

2007 2006
£ 000's £ 000's
Administrative expenses 58 213
58 213

Auditors remuneration was bome by the ulumate holding company

5 Netinvestment return

2007 2008
£000s £000's
Investment income 140 137
Realsed gains on investments 495 363
Uinrealised gams/(losses) on investments 9 {122)
Invastment return 244 378
Investment expensas and charges {88} (145}
Net investmen! return 156 233
2007 2006
£000's € 000s

Underwnting investment sncome on a long iemm rate of return basis
transferred to techrucal account 136 253
Short term fluctuation in investment returns 20 {20)
156 233

The transfer to the technical account represents the estimated long term rate of return of 5 5% (2006 5 5%) applied
to the investment assets and solvency capital held by the Company s insurance business

Companson of the longer term investment return credited 1o the general business technical account with the actual return included in the
non-technical account

2003 - 2007 2002 - 2006
Longer term investmant return credited to the general business technical account 2,454 2623
Actual return included in the pon-technical account 2,261 2362
Excess of the longer term investment return over the actual return 193 261

A 1% increase in the long term rate of retusn would result In an increase 10 the allocated investment raturn trom the non technical account of
€25 000 (2008 £47 000)

6 Taxation on profit on ordinary activitles

a) UK carporation tax 2007 2006
£ 000's £ 000's

UK Corporation tax at 30% (2006 30%)

Current tax on profits for the year {684) (424)

Adjustments in respect of prior years (14)

Total current tax charge (698) (424}

Delerrod tax

Curmrent year 527 192

Adjustment in respect of pnor years 3 -

Total deferred tax credi 530 192

Tax on profits on ordnary actvities HEE] i?ﬁ!j

b) Factors affecting tax charge for the current period 2007 2008
£000's £000s

Profit on ordinary actvities before tax 500 770

Currgnt tax @30% {2006 30%) {150) (232)

Etlects of

Adjustments relating to disallowable expenses 12)

Adjustments relauing to iming differences on taxable profits (522) (192)

Adjusiments in respect of prior years {14) -

|

Total current tax charge __@ _ﬂ’.
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HIGHWAY CORPORATE CAPITAL LIMITED

Notes to the financlal statements (continued)

T

Investments

Equities

Debt secunties - fixed rate
Debt secunties - fioatng rate
Collactive invastment schemes
Denvative financial instruments

At 31 December 2006

Equities

Debt secunties - fixed rate
Debt secunties - floating rate
Collective invastment schemes
Denvative financial instrumants

Page 11

2007 2006

€ 000's £ 000's

- 633

- 4125

. 108

- 233

. 16

. 5,115
Quoted  Unquoted Total

£000s €000s £ 000's

633 - 633

4125 . 4125

108 . 108

118 118 233

- 16 16

4984 131 5115

The amount af financial assets that are expacted {o be recovered mare than twelve months after the balance sheet date 1s £nil (2006

Debtors - amounts falling due within one year

Amounts due from fellow group underakings

Amounts due from syndicate
Amounts due from co-insurer
Other debtors

2007
£000's

910

210

2008
£000s

15
3570
914
35

4 534

£233k)



HIGHWAY CORPORATE CAPITAL LIMITED

Notes to the financial statements (continued)

9

10

"

12

13

14

Creditors - amounts falling due within cne year
2007
£000's

Arnounts due to fellow group undentakings -
Corporation 1ax 684
Denvative inancial Instruments -

684
Provisions for other risks and charges
2007
£000's
Dafered taxation 68
There were no unprowided deferred taxation habilites
Deferred tax s in respect of short tarm tming differences for taxable proftits
Called-up share capital
2007
000's
Nurmber of shares
Ordinary sharas 1
2007
£000s
Authonsed allotted, 1ssued and fully paid
QOrdinary sharas of £1 each 1
Reconciltation of movements in shareholder's funds
Share Protit and
capital loss account
£000s £000s
At 1st January 2007 1 5325
Profit for the linancial year 332
Disdends (5 500)
At 31st December 2007 1 157

Related party transactions

The Company has taken advantage of the exemption tn Financial Reporting Standard 8(3) from disclosure of related party transactions

with other entities included in the consolidated financtal statements of Highway Insurance Holdings Pic

Ultimate holding

The ultimate holding Company and controlling party which heads bath the largest and smallest group of undertakings jor which group financal

statements are prepared 1s Highway Insurance Holdings Ple, a company registered in England and Wales

Caoptes ot the consolidated financial statements of Highway Insurance Holdings Plc can be obtained from the Company Secretary, Highway House

171 Kings Road Brentwood Essex CM14 4EJ
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2006
£000s

1445

423
416

2284

2006
£000s

598

2006
000s

Totat
£ 000's

5 326

332
{6 500)

158




