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ROYAL INSURANCE (U.K.) LIMITED

Directors’ report
for the year ended 31 December 2008

The directors present their annual report on the affairs of the Company and the audtted financial statements for the year ended 31 December 2008
Business review and principal activity

The Company held a share in an mvestment pool during the year

The Company did not trade dunng the year and consequently no technical account has been prepared

The results for the Company show a profit on ordinary actvities before tax of £380,000 (2007 £280,000) Tha shareholder's tunds of the Company
were £135,468,000 as at 31 December 2008 (31 December 2007 £135,118,000

Future outlook

There 15 not expecied to be any change 1o the busmess 1n the foresesable huture

Pnncipal risks and uncertainties and key parformance Indicators

A discussion on financial risk management is set out below Key performance indicators are not appropriate for the Company and are not
mantained because the Company no longer conducts insurance busmess and nvestment strategy 1 datermmed at Group level Fmancial KPls are
detallad in the Annuai Report & Accounts of the Group (which do not form part of this report) within the Group GED review on pages 6 to 10 and the
regional business reviews on pages 141025

FInancial risk management

The Company s a subsidiary of RSA Insurance Group pic and its management of risk 18 set at Group tevel The Group’s approach to financial nsk,
through its management of credit, market and liquidity nsks, ts set out below

Credit risk

The pnmary sources of cradit nsk within the Group are investment and treasury activities Within the investment management and teasury
activities, a range of bank counterparty concentration and credit quality imits together with other controls are In place to ensuré that exposure IS
managed withun the Group risk appette

Market risk

Market risk arises from the Group's mvestment partiotos The Global Asset Management Committee ls the management committee that oversees
the Group's mvestment slrategy under the oversight of the Investment Committee and operating within nsk imits set by the Board Risk Committee

Liquldity risk

Liquichty nsk 15 considered to be a low nsk catagory Group liquidity is managed by Group Treasury and sach operation is required o maintain a
minimum level of cash or cash egulvalents or highly liquid assets that can be hquidated within a maximum stated penod of time Contingency
funding plans are prepared and monrored to ensure that these minimum levels are met aven In stress conditions

Directors

The names of the current directors are fisted on page 1 P L Miles was appomted as a director of the Company on 22 May 2008 The other directors
served throughout the year

Auditors
Each of the persons who i5 a director at the date of approval of this repost confirms that
«  sofar as the director 1s aware, there 1S no relavant audit information of which the Company's auditors are unaware, and

« the director has taken ali stops that he or she ought to have taken as a director in order to make himself or herself aware of any relevant audit
information, and to establsh that the Company's auditors afe aware of that information

This corfirmation 18 given and shouid be nterpreted n accordance wath the provisions of 6234ZA of the Companies Act 1985

On 1 December 2008 Deloitte & Touche LLP changed fts name to Deloiite LLP Delottte LLP have confumed their willingness to continue In office
as audntors of the Gompany and a rasolution for their reappointment will be praposed at the 2009 Annual General Meeting



—

ROYAL INSURANCE (U.K.) LIMITED

Directors’ report {continued)
for the year ended 31 December 2008

Golng concern

In considerng the appropnatensss of the golng concem basis the Board have reviewed the key risks and uncertainties to which they belleve the
Company is exposed and the Company's ongoing financial commiments for the next twelve months and beyond As 2 rasult of this, the Directors
have a reasonable expectation that the Company has adequate resources to comtinue m operational existence for the foreseeable future and have
satisfied themselves that it is appropniate to prepare these financial statements on a Going Concem basis

By Order of the board,

3

RJC n
Director
9 June 2009
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ROYAL INSURANCE (U.K.) LIMITED

Statement of directors’ responsibilities

The directors are responsibie for preparing the Annual Report and the financial statements in accordance with applicable law and regulations

Company law requires the directors to prepare financial statem ents for each financial year Under that law the dlrectors have glacted to prepare the
financtal statements n accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Siandards and
applicable law} The financial statements are required by law to give a true and falr view of the state of affairs of the Company and of the profit or
loss of the Company for that penad In preparing these financial statements, the directors are required to

select sutable accounting policies and then apply them consistently,

make judgements and estimates that are reasonable and prudent;

siate whether applicable UK Accounting Standards have been followed, and

prepare the financtal statements on the going concem basis unless it is [nappropriate to presume that the company wil continue in business

The directors are respansibie for keeping proper accountng records that disclose with reasonable accuracy at any time the financiat position of the
Company and enable them o ensurc that the financial statemenis comply with the Companies Act 1985 They are also responsible for
safeguarding the assets of the Company and hence for taleng reasonable steps for the prevention and detaction of fraud and other iregulantes



Independent auditors’ report to the members of Royal Insurance (U.K) Limited

We have audited the financial statements of Royal Insurance (U K) Limited for the year ended 31 December 2008 which comprise the protit and
loss account, the balance sheet and the reflated notes 1 to 13 These financial statements have been prepared under the 2ccounting policies set out
therain

This report 18 made solely to the Company’s member, as a body, in actordance with section 235 of the Companles Act 1985 Our audit work has
been undsrtaken so that we might state to the Company’s member those matters wa are required to state to it in an auditors” report and for no other
purpose To the fullest extent permitted by faw, we do not accept or assume responsibdity to anyone other than the Company and the Company's
member as a body, for our audit work, for this report, or for the opinions we have fomed

Respective responsibilities of directars and auditors

The directors' responsibilities for prepanng the Annuai Report and the financial statements In accordance with applicable law and United Kingdom
Accounting Standards [United Kmgdom Generally Accepted Accounting Practice) are set out in the Statemant of directors’ responsibllties

Qur responsibility is to audit the financlal statements in accordance with relevant legal and regulatory requirements and Intemational Standards on
Auditing (UK and Ireland)

We report to you our oplnion as to whether the financlal statements give a true and falr view and are propery prepared In accordance with the
Companies Act 1985 We also report to you whether In our opinion ths Information given in the Directors’ repert 18 consistent with the financial
statements

fn addition we report to you if. im our opinion, the company has not kept proper accounting records, If we have not receved all the information and
explanations we require far our audit, or if information spocified by law regarding directors’ remuneration and other transactions is not disclosed

We read the Directors’ report and consider the implications tor our report it we become aware of any apparent misstatements within it
Basls of audit opinfon

We conducted our audit in accordance with Intemationa! Standards on Auditing (UK and lreland) 1ssued by the Auditing Practices Board An audit
ncludes examination, on a test basis, of evidence relevant to the amounts and disclosures in 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 circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtain all the Information and axplanations which we considered necessary in order ta provide us with
sufficient evidence 1o give reasonabie assurance that the financial statements are free from material misstatement, whether caused by fraud or
other imeguiarity or emor In foming owr apinien we also evaluated the overall adequacy of the presentation of information in the financlal
statements

Opinion
in our opinion

« 1he financial siatements give a trus and fair view, in accordance with United Kingdom Generally Accepted Accounting Practice, of the state of
the Company's affairs as at 31 December 2008 and of its profit for the year then ended,

»  the financial statements have bean properly prepared In acoordance with the Companles Act 1985, and

«  the Information given in the Directors’ report is consistent with the financral statements

Dottt LLP

Delcitie LLP
Chartered Accountants and Regrstered Auditors
London, United Kingdom

I Towx 2009
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Inyastment iIncome

Unrealised gains on mvestments

Profit on ordinary activitles before taxation
Taxation on profit on ordinary actwvities

Profit for the financial year

All figures relate to continuing operations

There have been na recognised galns or losses in either reportmg year other than those recorded in the profit and loss account Accordingly, no

statement of 1olal recogmised gams and losses is presented

The notes on pages 8 to 10 form an iniegral part of these accounts

ROYAL INSURANCE (U.K.) LIMITED

Profit and loss account
for the year ended 31 December 2008

2008 2007

Notes £000 £000
5 230 -
150 280

380 280

6 - .
anD 280

o
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ROYAL INSURANCE (U.K.) LIMITED

Balance sheet
as at 31 December 2008

2008 2007
Notes £000 £000

Assels
Invostments
Participation in investment pool 7 4,188 3,808
Debtors
Amount owed by group undertakings 8 131,310 131,309
Total aasets 135,498 135,118
Liabilltles
Capltal and reserves
Called up share capital g 51,000 51,000
Share premium account 10 150,000 150,000
Profit and loss account 10 {B5,502) {65,862)
Shareholder's tunds 135,498 135,118
Total llabilities 135,498 135,118

The notes on pages & to 10 form an integral part of these accounts

The financial statements were approved by the Board of Directors and are signed on 18 behalf by -

(2 M

P L Miles
Director
g Junse 2609



ROYAL INSURANCE (U.K.) LIMITED

Notes to the accounts
1 Financlal statements

The financial statements of the Company have been prepared n accordance with applicable UK Accounting Standards and in compliance with 5255
of and Schedule 9A to, the Companies Act 1985, and the Statement of Recommended Practica (SORP) on Accounting for insurance Business
issued by the Asspciation of Bribsh Insurers In December 2005 {as amended in December 2006) The financlal statements have been prepared
under the current value rules, as permited by Schedule 9A of the Companles Act 1985, on the going concern basis

In considering the appropriatenass of the going concem bass the Board have reviewsd the key risks and uncertainties to which they betieve the
Company 18 exposed and the Company’s ongaing financial commitments for the next twelve months and beyond As a result of this, the Directors
have a reasonable expectation that the Company has adequate resources to continue in operational existence for the foreseeabla future and have
satisfied themsefves that it 15 appropriate to prepare these financiat statements on a Golng Concern basis

A summary of the major accounting policies, which have peen applied consistently throughout the year and precading year Is set out below
(a} Investmentreturn

Income from investments is Included In the non-technical account on an accruals basts Investment retum compnses all investment income,
realised investment gams and losses and the movements in unrealised gams and losses, net of investment expenses Dividends on equity
nvestments are recognised on the date at which the invastment 1s priced ‘ex-dividend’

Realised gans and lpsses on investments are calculated as the difference between net sales proceeds and purchase price

Movements in unreahised gaine and losses on mvestments represent the difference between thewr camrying value at the batance sheet date and
their purchase price or their camying value at the last balance sheet date, together with the reversal of unrealised galns and losses recognised
in earlier accounting penods 1n respect of Investment disposals in the current penod

{b) Taxatlon

Current tax, based on profits and income for the year, including UK corporation tax and foreign tax, Is provided at amourts axpected to be paid
{or recovered) using the tax rates and laws that have besn enacted or substantively enacted by the balance sheet date

Deferred tax 15 recognised in respect of all timing differences (except as sel out below) that have ariginated but not reversed at the balance
shest date where iransactions or events that result In an obligation to pay more tax in the future or a nght to pay less tax n the fulure have
occurred at the balance shest date  Timing difterences are diferences between the Company's taxable profits and its results as stated in the
tinancial statements that anse from the mclusion of gains and losses in tax assessments in periods ditferent from those in which they are
recogmised in the financial statements

A net deferred tax asset Is regarded as recoverable and therefore recogrised only to the extent that, on the basis of all avallabla evidence, it
can be regarded as more likely than not that there will be suitable taxable profits from which the future reversal of the underlying tming
diierences can be deducted A deferred tax assat is recognised for relief for trading lossas of other losses only to the extent that the directors
anticlpate that suttable profits will absorb such losses in the future

Deferred fax is measured at the tax rates that are expected to apply in the periods in which the timing differences are expected o reverse,
pased on tax rates and faws that have been enacted or substantively enacted by the balance sheet dale Deferred tax Is measured on a non-
discounted basis

(c) Investments

The beneficial mnterest 1n the investment pool is stated at the Company’s share of the value of the underlying assats Movements In carying
valug, togather with profits and losses arising on disposal of any part of the bensficial interest, are taken to the non-technical account.

Within the investment poo), nvestments are valued at market valuas comprising stock exchange values for ligted securities and directors'
valuations for other investments

2. Auditors’ remuneration

Fees payabla to Delaitts LLP for the audr of the Company's annual accounts were £1,100 {2007 £1,100) which were bome by & parent company,
Royal & Sun Alance Insurance pic Detalls of non-audit fees payable 1o Delotte LLP are disclosed in the RSA Insurance Group plc 2008 Anhual
Report & Accounts

4. Directors’ emaluments

None of the directors receved any emoluments from the Company during the year (2007 £ni) Al the directors recemve remuneration from Royal &
Sun Alliance Insuranca plc as employees of that company, and it s not appropnate, because of the non-executive nature af their services, to make
an apportionment of therr emoluments i respect of the Company

4 Employsas and staff costs

The Company did not employ anyane during the year {2007 ni) Al administrative duties are performed by employess of Royal & Sun Allance
Insurance plc at no cost to the Company {2007 £



ROYAL INSURANCE (U.K.) LIMITED

Notes to the accounts (continued)

5. InvestmentIncome

2008 2007

£000 £000

income trom participation In Investment pool 206 -
Gains on the realsation of Investments 24 -
230 -

6 Taxation
Factors affecting the current tax charge

The current tax charge for ihe year 1s less than 26 5% (2007 fess than 30%) due to the items set out in the reconciliation below:

2008 2007
£000 £000
Profit on ordinary activities before tax 380 280
Tax at 28 5% (2007 30%) 108 84
Factors affecting charge
Flscal adjusimants 2,297 2,588
Group rehief received without payment (2,408) {2,672}
Current tax charge for the period - -
There were no deferred tax assets or labillties at 31 Decembser 2008 or 2007
7  Other financlal investments
2008 2007
£000 £000
Participaticn in Investment pool 4,188 3,809
4,198 3,809

The historcal cost of ather investments, which are ali unhsted, Is £3,826,000 (2007 £3,615,000)

The composition of the investment pool Is 77% (2007 93%) British Government Stocks, 18% (2007 0%) cther government and corporate bonds
and 5% (2007 7%} Deposits with credit mstitttions

8 Debtors
2008 2007
£000 £000
Amounts due from group undartakings 131,310 131,309
9 Share capital
2008 2007
£000 £000
Authorised:
300,000,000 ordinary shares of £1 each 300,000 300,000
Allotted, Issued and fuliy paid up
51,000,000 ordinary shares of £1 each 51,000 51,000
10 Movements in sharsholder's funds
Share Profit and loss
Share capital pramium account 2008 2007
£000 £000 £000 £000 £000
Shareholder's funds at 1 January 51,600 150,000 (65,882) 135,118 134,838
Profit tor the financial year - - 380 380 280
Shareholder’s funds at 31 December 51,000 150,000 {65,502) 135,498 135,118




ROYAL INSURANCE (U.K.) LIMITED

Notes to the accounts (continued)
11, Cash flow statement
The Company's uttimate parent is RSA Insurance Group plc and the cash flows of the Company are included In the consoldated cash flow
statement of BISA Insurance Group plc  The Company has thus taken advantage of the exemption permitted by FRS 1 (revised 1996) ‘Cash flow
Statements’ and has elected not to prepare its own cash flow statement.
12 Related party transactions

Advantage has been taken of the exemption provided in FRS 8 'Related Party Disclosures’ from disclosing details of transactions with RSA
Insurance Group pic and Is subsidiaries and associated undertakings

13 Parent companies
The Company's immediate parent company s Royal & Sun Alllance Insurance plc, which Is registered in England and Wales
The Company’s ultimate parent company and contraliing party is RSA Insurance Group pic, which is reglstered In England and Wales and 18 the

parent company of the smallest and largest group o consolidate these financial statements A copy of that company’s accounts can be cbiained
from &° Floor, One Plantation Place, 30 Fenchurch Strest, London EC3M 38D

10



