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Customer focus, 
granular insight

esure Group plc (“the Group”) is an effi  cient, customer-
focused personal lines insurer, founded in 2000 by 
Chairman, Peter Wood, Britain’s foremost general 
insurance entrepreneur. The Group is one of the 
UK’s leading providers of Motor and Home insurance 
products through the esure and Sheilas’ Wheels brands. 
The Group's fi nancial performance is underpinned by 
precise selection and pricing of risks through granular 
data analysis.
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*  The pro forma earnings per share movement has been calculated using the unrounded 
pro forma earnings per share fi gures for 2013 and 2012. Further information on 
earnings per share can be found in Note 15 to the fi nancial statements.
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Chairman’s statement

Introduction
The Group achieved strong, resilient fi nancial results in 2013, 
a year marked by changes, challenges and opportunities. 
A number of milestones were passed; the Group listed on the 
London Stock Exchange and declared its fi rst dividends for 
shareholders. Furthermore, I am proud that the business my 
team and I have built over the past 14 years has progressed 
from a start-up into an innovative business within the FTSE 250. 
Together with a strong, diverse Board and an experienced 
management team, I look forward to realising further the 
potential of the Group.

Motor market developments
Following Motor market rate reductions experienced during most 
of 2012, rates were relatively benign in Q4 2012 and Q1 2013 
and appeared to stabilise. This gave us the confi dence to deliver 
strong policy and premium growth. This pricing stability was, 
however, short lived. Starting in the latter period of Q2 2013, 
Motor insurance customers saw yet more signifi cant price 
reductions. This was most likely caused by insurers taking 
pre-emptive action in anticipation of potential future indemnity 
benefi ts from the Government’s civil justice reforms to tackle 
the UK whiplash epidemic and the Legal Aid, Sentencing and 
Punishment of Off enders Act 2012, which we collectively refer 
to as the “LASPO Reforms”. 

The full eff ects of these welcome reforms will take some time to 
come to fruition and, whilst early signs are promising, they are not 
yet clear enough or large enough to justify the signifi cant market 
rating shi  in 2012 and 2013. I believe, however, the esure and 
Sheilas’ Wheels brands are both very well placed to benefi t from 
any future improvements.

The UK Motor insurance market remains cyclical and, in my 
experience, history shows that what the market needs is not 
necessarily what guides individual insurer’s decisions. As a result, 
clear movements in the cycle tend to come when a critical mass 
of companies see their combined operating ratios deteriorate and 
their surplus reserves run dry in the same period. I don’t believe 
the market is quite there yet. For now, however, focusing on 
the Group, given our careful monitoring of risks and prudent 
approach to reserving, I believe we are currently well placed to 
capitalise when conditions change.

Home performance
Our Home book is a key factor in the diversifi cation of our 
income and profi t streams. We started 2013 with over half a 
million customers and added more during the year. Over the 
long term, Home insurance is typically more profi table than 
Motor but more vulnerable to signifi cant, unpredictable 
weather events. Our low risk focus helped our Home 
underwriting performance to remain strong despite both 
the adverse weather in Q4 2013 and the competitive 
pricing conditions.

The esure IPO
esure Group plc listed on the London Stock Exchange on 
27 March 2013. This milestone provided the Group with a 
solid platform to take the Business to the next level within one 
of the World’s most competitive general insurance markets.

At IPO, we paid back all remaining debt from our capital structure 
removing the associated costs of servicing this debt. Our Listing 
also increased the profi le of the esure and Sheilas’ Wheels brands 
and provided an opportunity to introduce share ownership and 
retention schemes for the majority of our staff . 

A resilient 
performance in 
tough market 
conditions
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Strong management team
The Group’s management team – under the stewardship of 
CEO, Stuart Vann, and CFO, Darren Ogden – demonstrated 
an exemplary collaborative work ethic throughout a year 
of transition. I am proud of their determination to drive 
the Business forward in what have been challenging 
market conditions. 

Financial strength and dividend
The Group has a strong, debt-free fi nancial position, supported 
by a conservative investment portfolio and a prudent 
reserving policy.

The Board has proposed a fi nal dividend of 13.3 pence per 
share. The full year dividend of 15.8 pence per share represents 
an annualised pro forma payout ratio of 85%. The full year 
annualised pro forma dividend comprises a base dividend 
of 50% and a special dividend of 35% of post tax profi ts. 
The annualised pro forma payout ratio has been grossed up 
to refl ect the fact the Group has not been Listed for a full year 
and as such the dividend pence per share represents 5/6ths 
of the full year dividend that would have been paid had the 
Group been Listed for the full year. 

The full year dividend comprises a base dividend of 9.3 pence 
per share and a special dividend of 6.5 pence per share. The 
special dividend has been set with reference to the Group’s 
capital resource requirements, prospective premium growth 
expectations and a prudent margin for contingencies. It is the 
combination of these factors that the Board has examined 
when setting the fi nal dividend that we have announced today.

 

Summary
The Group’s fi nancial results have been delivered against a 
backdrop of tough market conditions and we are well-placed for 
the future. It would not have been possible to achieve the year’s 
signifi cant milestones without the hard work of the management 
team and all our committed staff , to whom the Board and I would 
like to express our thanks. Personally, I would also like to thank 
esure and Sheilas’ Wheels customers and to confi rm the Group’s 
commitment to act with integrity and fairness at all times to 
safeguard the trust they place in us.

Peter Wood
Chairman

The Board

Stuart Vann
Chief Executive Offi  cer

Anthony Hobson
Non-Executive Director

Darren Ogden
Chief Finance Offi  cer

Mike Evans
Non-Executive Director

Dame Helen Alexander
Deputy Chairman & Senior 
Independent Director

Peter Ward
Non-Executive Director

Anne Richards
Non-Executive Director

Shirley Garrood
Non-Executive Director

María Dolores Dancausa
Non-Executive Director

Full year dividend per share

15.8 pence
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At a glance

Trading profit* (£m)

Motor underwriting 
£41.0m (2012: £30.5m)
Home underwriting 
£9.6m (2012: £4.2m)
Non-underwritten 
additional services 
£52.4m (2012: £51.7m)
Investment income 
£14.7m (2012: £39.4m)
Share of Joint Venture (“JV”)
£12.9m (2012: £12.3m)

Total: £130.6m (2012: £138.1m)  

0

5

10

15

20

25

201320122011

10.3

21.1
22.4 5.8*

%

Earnings per share (pro forma) (pence)*

* The pro forma earnings per share movement has been calculated using the unrounded 

Gross written premiums

 £535.8m
4.0% 
In-force policies

 1.933m
9.9% 
Combined operating ratio

 89.7%
3.1ppts 

2000 2001 2003 2005 2006 2007

Where we have come from
Founded in February 2000 
by Chairman, Peter Wood

Launch of “Calm 
Down, Dear” 
campaign featuring 
Michael Winner

Group fi nancials Group

The Group starts to 
distribute products through 
price comparison websites

esure Motor brand launched 
July 2001

esure Home brand launched 
September 2001

Sheilas’ Wheels brand 
launched off ering 
Motor insurance
October 2005

Investment in start-up 
price comparison website, 
Gocompare January 2007

2013 overview
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Gross written premiums

 £446.5m
4.1% 
In-force policies

 1.385m
10.4% 
Combined operating ratio

 89.9%
2.5ppts 

Gross written premiums

 £89.3m
3.8% 
In-force policies

 0.548m
8.7% 
Combined operating ratio

 88.2%
6.3ppts 

Non-underwritten 
additional services

 £52.4m
1.4% 
Investment income

 £14.7m
62.7% 
Share of JV

 £12.9m
4.9% 

2008 2009 2010 2011 2012 2013

Motor underwriting Home underwriting Non-underwritten additional 
services and investments

Sheilas’ Wheels Home insurance 
launched February 2008

Reached 500k Home 
insurance customers

Management buyout led by founder 
and Chairman, Peter Wood

Group admitted to the 
London Stock Exchange

Prompt management action 
following market personal 
injury phenomenon

esure and Sheilas’ Wheels 
broker proposition launched 
November 2011

First shareholder 
dividend paid
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How we create value

Our business model and strategy 
are designed to deliver sustainable 
value over the long term

Business model

Our strategy

Customer
focus

Technical 
risk focus

Strong brands

Diversifi ed 
income 
streams

Multi-
channel 

distribution

Our culture

Focus on 
underwriting 
performance

Continued 
diversifi cation of 
income streams

Targeted 
growth

Stakeholder 
value
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Introduction – business model and strategy
At esure Group, our objective is to build and safeguard value 
for our stakeholders; to develop strong relationships with 
customers, suppliers and staff ; and to promote and protect 
the reputation of our Business. This objective is delivered 
through a customer-focused business model and promoted 
via a strategy of disciplined underwriting, targeted growth 
and continued diversifi cation of our income streams. This 
strategy is bolstered by a number of hallmark strengths 
including prudent reserving, effi  cient business processes 
and innovative development.

Our strategy is enacted by a team that is guided by Chairman, 
Peter Wood, a strong Board and an experienced management 
team led by CEO, Stuart Vann, and CFO, Darren Ogden. 

Business model
In simple terms, the Group provides Motor and Home 
insurance products and services to mainland UK customers 
through two core brands – esure and Sheilas’ Wheels. There is, 
of course, more to it than that; and our business model has 
been developed over the past 14 years.

Customer focus
Our customers are at the heart of our business model and 
everything we do. We attract and retain them with excellent 
products sold eff ectively and compliantly through strong 
brands at competitive prices. We then seek to service our 
customers with integrity and fairness throughout their 
relationship with the Group. 

Technical risk focus
We have built up discrete books of business that perform 
well, thanks to the tight risk control and rigorous technical 
pricing we employ. Data is collated, modelled and analysed 
at a very granular level to provide powerful insights into the 
risks we underwrite.

Strong brands
Our brands provide colour, meaning and depth to our Business. 
esure and Sheilas’ Wheels embody our promise to our 
customers and remain central to our continued success. 
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Diversifi ed income streams
Diversifi cation of income beyond our Motor book helps to 
mitigate the eff ects of Motor market cyclicality. Our Home 
insurance business reached a critical mass of over half a 
million customers in 2012 and has grown further in 2013. 
We also off er a range of optional additional insurance products 
to both Motor and Home customers to enhance their cover. 

Other income streams include the Group’s income from its 
conservative investment portfolio and the share of profi ts 
from the Group’s 50% investment in the price comparison 
website Gocompare. 

Multi-channel distribution 
Throughout our history, the Group has off ered convenient 
ways for our customers and potential customers to interact 
with us. Policies are currently off ered directly via our websites, 
over the telephone, via price comparison websites and most 
recently via social media. 

Our culture
The Group works hard to encourage and promote the highest 
standards of professionalism and customer service which 
is embedded into our culture for the benefi t of all of 
our customers.

We recognise that it is our people who make the Group a 
success and we strive to provide a rewarding place to work. 
We invest time in training our staff  and encouraging them to 
support and serve our customers accordingly.

Our strategy
We aim to deliver sustainable value for our stakeholders 
via our strategy, that is designed to take advantage of the 
strengths inherent in our business model:

Focus on 
underwriting 
performance

Continued 
diversifi cation 

of income 
streams

Targeted 
growth

Picking up these elements in more detail: 

Focus on underwriting performance
We price products for technical risk which, combined with our 
effi  ciency in running the business, translates as ‘competitive 
pricing’ within our target markets intended to deliver a positive 
contribution to the Group. 

Our underwriting discipline is founded on:

• The active monitoring and management of underwriting 
risk exposure;

• Continued development and enrichment; and

• Tight risk control at policy inception and renewal, including:

•  anti-fraud measures in our sales, policy management and 
claims functions;

•  active management of segment exposure; and

•  effi  cient claims management.

Our underwriting performance is a key driver of the Group’s 
capital requirements, and its control is therefore a key 
foundation for delivering value. This underpins the Group’s 
two other key strategic objectives.

Targeted growth
The UK private Motor insurance market covers 24 million 
vehicles and receives annual net written premiums of over 
£8 billion. The domestic Home insurance market covers over 
19 million homes for buildings insurance and over 16 million 
homes for contents insurance. These markets provide plenty 
of room for the Group to grow from its current position. 

The Group seeks to acquire and retain customers via excellent 
customer service, keen pricing and its strong brands.

The Group pursues targeted growth within market 
segments where we see the opportunity for positive 
underwriting performance. 

Growth needs the right infrastructure and the Group has made 
signifi cant investments in its IT platforms, Claims System and 
business premises in recent years. As a result, the Group was 
comfortably able to accommodate in-force policy growth 
in 2013.

Continued diversifi cation of income streams
The Group places a strong emphasis on diversifying its income 
streams beyond its core Motor insurance business in order 
to mitigate the eff ects of the Motor market’s cyclicality. This 
element of the strategy is discussed further as part of the 
Chief Executive Offi  cer’s statement on pages 10-12.

Summary
The Group’s strong fi nancial position underpins its business 
model and strategy and the Board believes the Group is well 
placed to create and sustain value for all our stakeholders.

How we create value continued
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Financial performance

Nimble, focused, 
adaptable

We move quickly and adapt to a 
changing market while ensuring 
our customers are at the heart of 
everything we do.

2013 Performance overview
Last year was a landmark in esure Group’s history that included 
a strong and resilient fi nancial and operational performance 
within a competitive and changing market landscape. We 
delivered pro forma earnings per share of 22.4 pence, up by 
5.8% on 2012. Despite signifi cant market rating pressures, the 
Group’s combined operating ratio improved from 92.8% in 
2012 to 89.7% in 2013. Both of these metrics – and many 
others you will read in this document – refl ect the resilience of 
our business model and strategy. We have adapted nimbly to 
changing market conditions while forging strong relationships 
with our customers. 

The Group’s technical approach to risk selection and pricing 
is the bedrock of our ability to underwrite Motor and Home 
insurance business at the right price for our customers. We 
review key metrics with daily, weekly and monthly analysis to 
identify market developments and opportunities which we can 
act upon quickly.

Motor underwriting
In 2013, despite all the market challenges, the Group 
maintained a disciplined underwriting approach while 
benefi ting from two specifi c opportunities: the fi rst full year 
of gender-neutral pricing, and segment re-entry following 
the Group’s withdrawal four years ago.

Chief Executive Offi  cer’s statement

“ 9 out of 10 customers would 
recommend us to a friend.”
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Sheilas’ Wheels 
Our Sheilas’ Wheels brand launched in 2005 and grew rapidly 
to become the largest female-focused car insurance brand in 
the UK. This growth was predicated on two key factors – brand 
strength and diff erential pricing by gender. Historical data 
shows that women have less expensive claims than men on 
average. So while the European Court of Justice’s decision to 
outlaw gender pricing has, in our opinion, not been fair for 
all women drivers in the short-term, the Group was able to 
implement the transition for the benefi t of our Sheilas’ Wheels 
customers, and therefore, our Business.

Equalised prices were forecast to favour men more than 
women across the market; however, the female dominant 
Sheilas’ Wheels brand became more competitive for many 
existing customers. 

Following a targeted burst of younger female driver growth 
prior to the gender law taking eff ect on 21 December 2012, 
we have been able to off er keen prices and retain more of 
our existing customers. Our very pink brand has a natural 
attraction within a largely commoditised market place to the 
advantage of our Sheilas’ Wheels customers and our Business.

Segment re-entry and LASPO Reforms
To understand why the Group’s strategy in 2013 was 
particularly eff ective, it is helpful to understand the 
Group’s recent history. In response to our early sight of 
disproportionately high levels of whiplash claims, we took 
the tough decision in 2009 to withdraw completely from 
some previously profi table segments. In the process, we 
temporarily reduced our in-force policies to protect the 
quality of our book.

Since 2009, the market has signifi cantly re-rated these 
segments, with rates now higher than four years ago. In the 
interim, the Group has improved its data-led underwriting, 
bolstered its internal processes and introduced a new Claims 
System, all with the aim of optimally managing segments 
where personal injury frequency may be an issue. In addition, 
from April 2013, the fi rst LASPO Reforms were introduced, 
putting greater market controls in place. 

I believe these factors presented, and continue to present, 
a unique opportunity given our prior withdrawal. In advance 
of the LASPO Reforms and as they started to take eff ect, we 
decided to return cautiously to those segments. There have 
been some encouraging early signs that the re-entry segments 
are delivering a positive contribution; however, the LASPO 
Reforms will take time to have their full eff ect. 

Home underwriting
Our Home underwriting business had a successful year and 
delivered an excellent underwriting result in 2013, despite a 
competitive rating environment and the adverse weather in 
Q4 2013. The adverse weather continued in the early part 
of Q1 2014 and we have taken all steps necessary to assist 
customers who have been aff ected.

The Group’s Home insurance growth has been delivered 
predominantly through price comparison websites, which 
off er homeowners easy ways to compare rates across many 
providers. By encouraging more people to shop around in this 
market, where traditional and mortgage-linked providers are 
still major players, I believe the Group’s competitive Home 
pricing and product quality makes us well-placed to benefi t 
in the future. 
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Diversifi ed income streams
esure Group is now a signifi cant player in the UK Motor 
insurance market with room to grow, even within its core 
markets. As part of our diversifi cation strategy, as well as 
having built a signifi cant book of Home business, we off er a 
range of additional insurance products, derive income from 
our investment portfolio and receive a share of profi ts from 
our 50% investment in price comparison website Gocompare. 
Together, this gives us a diverse range of income streams. 

During 2013, we also launched an enhancement to our 
Motor additional insurance products with a keenly priced 
combination of four products under the name ‘Just in Case’. 
The attractive price – that includes personal accident benefi t, 
misfuelling cover, lost key cover and car hire – enables us to 
reach more customers with a range of enhanced cover at a 
substantial discount to market prices. I am pleased with the 
customer response to date.

Our customers
As the CEO of one of the leading Motor and Home insurers, 
my focus on a quality business starts and ends with a focus 
on our customers. Our job is fi rst to attract and then, work to 
retain customers. We do this by off ering excellent products 
at competitive prices. Each of our staff  then works to serve 
those customers fairly and professionally throughout their 
relationship with the Group.

In 2013, an increasing number of our Motor and Home 
customers chose to renew their policies with esure and 
Sheilas’ Wheels, a testament to the service we provide and 
competitive prices we off er. High retention, in itself, helps 
support growth within the competitive markets in which we 
operate and nine out of ten customers would recommend us 
to a friend.

Our staff  
Following the IPO, over two thirds of our employees were 
granted shares in esure Group plc and even more benefi t 
from our profi t share scheme. We always look for ways to 
ensure that the interests of staff , customers and shareholders 
can be further aligned in the provision of quality products, 
outstanding service and effi  cient working practices.

Summary
We have moved our business forward signifi cantly in 2013 and 
delivered strong, resilient fi nancial results through hard work 
and our customer-focused strategy.

I encourage all my staff  to continually look for new ways to 
improve and adapt for the benefi t of our customers, who are 
at the heart of everything we do. Our marketplace changes 
rapidly, and each year brings new challenges. By remaining 
nimble, focused and adaptable we will continue to rise to 
those challenges for the benefi t of all our staff , customers 
and shareholders alike.

2014 Weather update
Claims from the severe weather events in the fi rst quarter of 
2014 are likely to cost the Group £3 million to £4 million more 
than expected. The Group continues to manage the claims in 
a fast and effi  cient manner to meet the needs of customers 
during their diffi  cult times.

Outlook
The rating environment for both the Motor and Home markets 
remains highly competitive. The Group expects gross written 
premiums in 2014 to be similar to 2013, but may choose 
tactically to reduce or increase premium depending on market 
conditions. As a result, we are targeting a combined operating 
ratio broadly similar to 2013, before adjusting for the impact 
of exceptional Q1 weather and assuming normal weather for 
the remainder of the year. With our nimble and adaptable 
approach, underpinned by our disciplined underwriting, robust 
reserving and strong fi nancial position, we are well placed 
to manage the cycle and poised for profi table growth when 
market conditions permit.

Stuart Vann
Chief Executive Offi  cer

Chief Executive Offi  cer’s statement continued
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Operating review

Gross written premiums and in-force policies
Gross written premiums increased by 4.0% to £535.8m in 
2013, with Motor up 4.1% and Home up 3.8%. In-force 
policies increased by 9.9% in 2013 to 1.933 million, with 
both Motor and Home up, 10.4% and 8.7% respectively. 

Financial position 
The Group has a strong fi nancial position with no debt, robust 
reserves, a conservative investment portfolio and capital 
signifi cantly in excess of the minimum regulatory requirement.

Profi tability
The Group’s profi t a er tax increased by 5.8% to £93.2m, 
with pro forma earnings per share of 22.4 pence. The Group’s 
reported trading profi t declined 5.4%. However, adjusting for 
exceptional items in 2012, as outlined in the fi nancial review 
section on page 18, the Group increased its normalised trading 
profi t by 3.1% to £130.6m (2012: £126.7m). The combined 
operating ratio improved 3.1ppts to 89.7% through a 
combination of focused and disciplined underwriting, 
continued favourable development of prior accident year 
reserves and the Group’s effi  cient cost base. 

Dividend
The Board has proposed a fi nal dividend of 13.3 pence 
per share. The full year dividend of 15.8 pence per share 
represents an annualised pro forma payout ratio of 85%. 
The full year annualised pro forma dividend comprises a base 
dividend of 50% and a special dividend of 35% of post tax 

profi ts. The annualised pro forma payout ratio has been 
grossed up to refl ect the fact the Group has not been Listed 
for a full year and as such the dividend pence per share 
represents 5/6ths of the full year dividend that would have 
been paid had the Group been Listed for the full year. 

The full year dividend comprises a base dividend of 9.3 pence 
per share and a special dividend of 6.5 pence per share. The 
special dividend has been set with reference to the Group’s 
capital resource requirements, prospective premium growth 
expectations and a prudent margin for contingencies.

Our customers
Our customers are at the centre of our business model and 
we strive to meet their individual needs by providing quality 
products and services which are competitively priced, easy 
to understand and deliver to expectation.

The Group aspires to achieve the highest level of customer 
service and satisfaction at all contact points from new business 
sales through to its fast and effi  cient claims settlement 
systems and processes.

During the adverse weather conditions of December 2013, 
the Group received almost double its normal call volumes into 
the Claims department. The Group activated its surge plan, 
deploying employees with the appropriate skillset from, not 
only Claims, but also other functions, to meet the needs of its 
customers during that diffi  cult time.

Group 
performance

Group fi nancials

2013 2012 Movement

Gross written premiums (£m) 535.8 515.0 4.0%

Trading profi t (£m) 130.6 138.1 (5.4)%

Profi t before tax (£m) 118.4 115.5 2.5%

Profi t a er tax (£m) 93.2 88.1 5.8%

Combined operating ratio 89.7% 92.8% 3.1ppts

Loss ratio 65.9% 69.2% 3.3ppts

Expense ratio 23.8% 23.6% (0.2)ppts

Investment return 2.2% 5.2% (3.0)ppts

In-force policies 
(IFPs) (millions) 1.933 1.759 9.9%

Pro forma earnings 
per share (pence) 22.4 21.1 5.8%*

Dividend per share (pence) 15.8 nil –

Return on capital employed 37.7% 37.0% 0.7ppts

*  The earnings per share movement has been calculated using the earnings 
per share for 2013 and 2012 to two decimal places. Further information on 
earnings per share can be found in Note 15 to the fi nancial statements.

Trading profit

Motor underwriting £41.0m
Home underwriting  £9.6m
Non-underwritten ASR £52.4m

Investment income  £14.7m
Share of JV £12.9m
Total £130.6m
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Introduction
Our largest underwriting business is the provision of Motor 
insurance policies. We take a conservative approach to risk 
selection and target lower risk drivers. Extensive management 
information is examined and tracked by the Group’s 
management team and this analysis underpins a highly 
focused and disciplined approach to underwriting, pricing 
and decision making. 

Market
Gender Directive 
As a result of developments in EU law, 2013 was the fi rst 
full year of gender-neutral pricing across the UK insurance 
industry. 

LASPO Reforms
The LASPO Reforms were implemented with the aim of 
reducing claims costs and came in to force in 2013 in two 
main tranches. 

Tranche 1: Certain civil justice reforms came into force in the 
UK from April 2013, including: (i) a prohibition on the payment 
and receipt of referral fees in personal injury cases; (ii) a 
reduction in the fi xed costs permitted to be recovered by 
solicitors for conducting claims under the Ministry of Justice’s 
pre-action protocol for low-value personal injury claims in 
road traffi  c accidents (‘Pre Action Protocol’) (£1,200 to £500); 
(iii) the withdrawal of the ability for successful claimants to 
recover a er-the-event insurance premiums and success fees 
under conditional fee arrangements; (iv) an increase of 10% to 
the level of general damages.

Tranche 2: Further reforms were implemented in July 2013, 
including: Stage 1 fi xed costs permitted to be recovered by 
solicitors for conducting claims under the Ministry of Justice’s 
‘Pre-Action Protocol’. These are now payable a er receiving the 
Stage 2 Settlement Pack; and the extension of the Ministry of 
Justice Claims Portal limit from £10,000 to £25,000 for road 
traffi  c accidents occurring a er 31 July 2013. 

Rating
According to public data, UK Motor market rates in 2013 were 
down between 8.8% and 14.1% year-on-year and the rates 
fl uctuated throughout the year. Rates were relatively benign 
in Q4 2012 and Q1 2013, however from the later part of 
Q2 2013 onwards there were signifi cant Motor market 
rate reductions. 

Performance
The Group achieved gross written premiums of £446.5m, 
an increase of 4.1%, in highly competitive market conditions. 
The in-force policy growth of 10.4% was delivered through 
continued focus on the core underwriting book and two 
specifi c opportunities: (i) Segment re-entry aided by the LASPO 
Reforms and (ii) The fi rst full year of gender-neutral pricing. 

Motor

Highlights

 2013 2012 Movement

Gross written premiums (£m) 446.5 429.0 4.1%

Trading profi t (£m) 41.0 30.5 34.4%

Loss ratio (%) 67.2 70.0 2.8ppts

Expense ratio (%) 22.7 22.4 (0.3)ppts

Combined operating ratio (%) 89.9 92.4 2.5ppts

IFPs (millions) 1.385 1.255 10.4%

ASR per IFP (£) 70.5 75.3 (6.4)%

excluding Claims Income 64.3 62.9 2.2%

Financial highlights

• Growth in gross written premiums of 4.1% achieved 
through market opportunities

• Loss ratio improvement of 2.8ppts driven by focused and 
disciplined underwriting and no exceptional weather costs 
impacting the Motor account in 2013

• Additional Services Revenue (“ASR”) per IFP, excluding 
Claims Income, has increased 2.2% in a continuously 
evolving market place
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In response to early identifi cation of the personal injury 
phenomenon, in 2009 the Group withdrew from certain 
previously profi table segments of the UK motor market. 
Since this time, the market has re-rated these segments and 
the Group has improved its data-led underwriting, internal 
processes and introduced a new Claims System. In 2013, the 
LASPO Reforms, as referred to in the industry update, came 
into force. The combination of these factors helped facilitate 
the Group to successfully re-enter into certain segments of 
the market that it had previously exited. 

In addition, Sheilas’ Wheels, which is predominantly 
female, benefi ted from increased retention rates a er 
the implementation of gender-neutral pricing. 

Trading profi t for Motor grew 34.4% to £41.0m, as a result of 
the Group’s good risk selection and disciplined underwriting 
approach. The strong performance was aided by a combination 
of the Group’s new Claims System, that has provided both 
indemnity and effi  ciency cost benefi ts, continued favourable 
development of prior accident years and no exceptional 
weather events in Motor in 2013, compared to the £4.0m 
cost of exceptional weather in 2012. All these factors have 
contributed to the combined operating ratio improving 
2.5ppts to 89.9%. 

The Group provided its Motor customers with the opportunity 
to enhance their core Motor policy cover via optional 
additional insurance products.

At the beginning of 2013, the Group off ered seven additional 
insurance products to its Motor policyholders.

In August 2013, the Group consolidated four Motor additional 
insurance products into one convenient, discounted, easy to 
understand product called ‘Just in Case’. This new product 
comprises car hire benefi t, enhanced personal injury cover, 
keycover and misfuelling cover at a signifi cant discount to 
the individual constituents, which are also available on an 
individual basis.
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Operating review continued

Introduction
The Group has grown its Home insurance customer base 
strongly in recent years and, in 2013, Home delivered a good 
contribution to the Group’s performance. As with Motor, our 
risk selection is conservative and backed by similarly extensive 
management information to aid our disciplined underwriting 
and decision making. Our results refl ect the quality of this 
approach. 

Market
Weather
Compared to 2012, the weather in 2013 was more typical of 
a normal year, albeit with some signifi cant and high profi le 
weather events in the fourth quarter. In both October and 
December, some parts of the UK experienced over twice 
the ‘normal’ amount of rainfall and December was also the 
windiest on record since 1969, contributing to the largest tidal 
surge since January 1953, which hit mainly the east coast of 
England. The Group is participating in the development of the 
Flood Re industry initiative, led by the Association of British 
Insurers. Flood Re should provide a new approach to off ering 
aff ordable home cover to those living in fl ood risk areas. 

Rating 
According to public data, the UK Home Market rates in 2013 
were down between 5% and 10% year-on-year for a buildings 
and contents policy.

Home
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Highlights

2013 2012 Movement

Gross written premiums (£m) 89.3 86.0 3.8%

Trading profi t (£m) 9.6 4.2 128.6%

Loss ratio (%) 59.3 64.5 5.2ppts

Expense ratio (%) 28.9 30.0 1.1ppts

Combined operating ratio (%) 88.2 94.5 6.3ppts

IFPs (millions) 0.548 0.504 8.7%

ASR per IFP (£) 19.2 22.8 (15.8)%

Financial highlights

• Increase in gross written premiums of 3.8% primarily 
through targeted in-force policy growth

• Trading profi t increased to £9.6m through improved claims 
frequency and continued favourable development of prior 
accident year reserves

• Combined operating ratio improvement of 6.3ppts 
underpinned by better loss and expense performance
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Performance
The Group has increased gross written premiums by 3.8% to 
£89.3m, primarily through targeted in-force policy growth and 
the use of its additional insurance product pricing strategy to 
aid customer conversion and retention. 

The Group has delivered trading profi t growth of 128.6% to 
£9.6m, despite the severe weather events in the fourth quarter. 
The Group’s Home combined operating ratio improved 6.3ppts, 
benefi ting from: lower claims frequency; no exceptional 
weather costs impacting the Home account in 2013; and 
continued favourable development of prior accident 
year reserves. 

The Group provides its customers with the opportunity to 
enhance their own core Home policy cover via the purchase 
of optional additional insurance products to meet their own 
individual needs.
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Financial review

Strong results 
built on a solid 
fi nancial footing

Darren Ogden
Chief Finance Offi  cer

• Gross written premiums up 4.0% to £535.8m

• Profi t a er tax growth of 5.8% to £93.2m

• Strong fi nancial position demonstrated by Insurance 
Group Directive (“IGD”) coverage of 308%

• Final dividend of 13.3 pence per share proposed. 
Full year dividend of 15.8 pence per share represents 
an annualised pro forma payout ratio of 85%

Highlights

Income Statement
2013

£m
2012

£m

Gross written premiums 535.8 515.0

Gross earned premiums 526.1 511.7

Earned premiums, ceded to reinsurers (36.9) (31.5)

Earned premiums, net of reinsurance 489.2 480.2

Investment income and instalment 
interest 45.5 67.9

Fees for additional services 38.8 44.4

Total income 573.5 592.5

Claims incurred and claims handling 
expenses (341.6) (413.4)

Claims incurred recoverable from 
reinsurers 3.9 64.0

Claims incurred, net of reinsurance (337.7) (349.4)

Insurance expenses (100.9) (96.1)

Other operating expenses (22.8) (29.6)

Total expenses (461.4) (475.1)

Share of profi t a er tax of joint venture 8.5 7.3

Finance costs (2.2) (9.2)

Profi t before tax 118.4 115.5

Taxation expense (25.2) (27.4)

Profi t attributable to the owners of 
the parent 93.2 88.1

Key performance indicators
2013 2012 Movement

Gross written premiums (£m) 535.8 515.0 4.0%

Trading profi t (£m) 130.6 138.1 (5.4)%

Profi t before tax (£m) 118.4 115.5 2.5%

Profi t a er tax (£m) 93.2 88.1 5.8%

Combined operating ratio 89.7% 92.8% 3.1ppts

Loss ratio 65.9% 69.2% 3.3ppts

Expense ratio 23.8% 23.6% (0.2)ppts

Investment return 2.2% 5.2% (3.0)ppts

IFPs (millions) 1.933 1.759 9.9%

Pro forma earnings per share 
(pence) 22.4 21.1 5.8%*

Dividend per share (pence) 15.8 nil –

Return on capital employed 37.7% 37.0% 0.7ppts

*  The pro forma earnings per share movement has been calculated using 
the unrounded pro forma earnings per share fi gures for 2013 and 2012. 
Further information on earnings per share can be found in Note 15 to the 
fi nancial statements.
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Financial Performance

Gross written premiums and in-force policies
2013 2012 Movement

Gross written premiums (£m) 535.8 515.0 4.0%

Motor 446.5 429.0 4.1%

Home 89.3 86.0 3.8%

In-force policies (millions) 1.933 1.759 9.9%

Motor 1.385 1.255 10.4%

Home 0.548 0.504 8.7%

Gross written premiums increased by 4.0% to £535.8m in 
2013, with Motor up 4.1% and Home up 3.8%. In-force 
policies increased by 9.9% in 2013 to 1.933 million, with 
both Motor and Home up 10.4% and 8.7% respectively.

The growth in Motor gross written premiums and in-force 
policies has been delivered through a continued focus on the 
core underwriting book and two specifi c market opportunities. 
The LASPO Reforms and re-rating in the market allowed the 
Group to re-enter certain segments of the market that it had 
previously exited in 2009, in response to disproportionately 
high levels of whiplash claims. Also, Sheilas’ Wheels 
benefi ted from increased retention due, in part, to gender-
neutral pricing.

The Group has grown Home gross written premiums and 
in-force policies through competitive pricing and its additional 
insurance product pricing strategy to aid customer conversion 
and retention.

Trading profi t
2013

£m
2012

£m Movement

Trading profi t 130.6 138.1 (5.4)%

Motor underwriting 41.0 30.5 34.4%

Home underwriting 9.6 4.2 128.6%

Non-underwritten 
additional services 52.4 51.7 1.4%

Investments 27.6 51.7 (46.6)%

Investment Income 14.7 39.4 (62.7)%

Share of JV 12.9 12.3 4.9%

2012 normalised trading profi t of £126.7m (£7.0m exceptional cost relating 
to above average weather – £4.0m attributed to Motor and £3.0m attributed to 
Home, £23.6m exceptional investment income gain, £0.9m incremental broker 
expenses and £4.3m loss on a claims supplier entering administration).

Trading profi t
The Group’s normalised trading profi t increased by 3.1% to 
£130.6m (2012: £126.7m). In 2012, the Group experienced 
exceptional investment returns, above normal weather 
compared to 2013, a claims supplier entering administration 
and incremental broker expenses compared to 2013. The 
Group’s reported trading profi t has fallen 5.4% to £130.6m. 

A reconciliation of trading profi t to profi t before tax can be 
found on page 21.

Underwriting 
The Group’s underwriting trading profi t increased 45.8% to 
£50.6m on a reported basis. Underwriting profi t, adjusted for 
the exceptional weather events of 2012 (cost of £7.0m) and 
a claims supplier going into administration in 2012 (cost of 
£2.3m), increased by 15.0% to £50.6m. 

The Motor underwriting trading profi t increased 34.4% to 
£41.0m through focused and disciplined underwriting, 
continued favourable development of prior accident year 
reserves, the Group’s new Claims System and no exceptional 
weather costs impacting the 2013 Motor result. 

The Home underwriting trading profi t increased 128.6% to 
£9.6m benefi ting from lower claims frequency, no exceptional 
weather costs impacting the 2013 Home result, despite the 
severe weather events in Q4; and continued favourable 
development of prior accident year reserves. 

Combined operating ratio
2013 2012 Movement

Combined operating ratio 89.7% 92.8% 3.1ppts

Motor 89.9% 92.4% 2.5ppts

Home 88.2% 94.5% 6.3ppts

The Group’s combined operating ratio improved by 3.1ppts 
to 89.7%. 

The Motor combined operating ratio improved 2.5ppts to 
89.9%, driven by a 2.8ppts improvement in the loss ratio to 
67.2%, off set slightly by a 0.3ppts increase in the expense 
ratio to 22.7%.

The Home combined operating ratio improved 6.3ppts to 
88.2% underpinned by an improvement in the loss ratio of 
5.2ppts to 59.3%, and an improvement in the expense ratio 
of 1.1ppts to 28.9%.

Net loss ratio
Motor Home

2013 2012 2013 2012

Reported net 
loss ratio 67.2% 70.0% 59.3% 64.5%

Prior year 
reserve releases 17.5% 14.7% 13.6% 12.5%

Current year net 
loss ratio 84.7% 84.7% 72.9% 77.0%

Adjustments – (1.6)% (1) – (3.9)% (2)

Current year 
adjusted net 
loss ratio 84.7% 83.1% 72.9% 73.1%

1  Adjustments made for exceptional weather events, above those expected by 
the Group, and a claims supplier entering administration.

2  Adjustments made for exceptional weather events, above those expected by 
the Group.
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The Group continues to apply a prudent approach to reserving, 
as demonstrated by the favourable development of prior 
accident years. The small deterioration in the Motor current 
year adjusted net loss ratio largely refl ects the market rating 
environment in 2013, which is partly off set by strategic actions 
of the Group. The Home current year adjusted net loss ratio 
has benefi ted from a lower claims frequency compared to 
2012, despite the competitive rating environment.

Prior-year reserve releases
2013

£m
2012

£m

Motor 71.3 59.3

Home 11.1 9.6

Total 82.4 68.9

Prior year reserve releases increased to £82.4m in 2013 (2012: 
£68.9m) refl ecting the continued favourable development of 
prior accident year reserves across both Motor and Home.

The Group has always had a prudent approach to reserving 
and total net reserves remain comfortably in excess of the 
actuarial best estimate.

Expense ratio
The Group’s net expense ratio remained broadly fl at in 2013 
at 23.8% (2012: 23.6%) despite the impact of the rating 
environment on both Motor and Home earned premiums. 

Additional services revenues
2013

£m
2012

£m

Non-underwritten additional 
insurance products1, 6 9.8 9.8

Policy administration fees and 
other income2 20.8 19.2

Claims income3 8.2 15.4

Fees for additional services 38.8 44.4

Instalment income 30.8 28.5

Non-underwritten additional services4 69.6 72.9

Underwritten additional 
insurance products5 34.3 31.2

Total income from additional services 103.9 104.1

1  Non-underwritten additional insurance products revenue represents the 
commission margins for the Group generated from sales of such products.

2  Policy administration fees comprise income received as a result of 
administration charges, e.g. as a result of mid-term alterations to policy 
details by the policyholder and cancellation charges. Other income includes 
introduction fees where the Group does not have a continuing relationship 
with the customer.

3  Claims income comprises income generated by the Group from legal panel 
membership fees and fees generated from the appointment of fi rms used 
during the claims process, including medical and car hire suppliers.

4  Total income from the Group’s non-underwritten additional services 
reporting segment. 

5  Underwritten additional insurance products is calculated by deducting the 
Group’s claims costs associated with its underwritten additional insurance 
products from the gross written premiums relating to these products in a 
particular period.

6  Pet, Pest and Travel additional insurance products have been reclassifi ed 
from policy administration fees and other income to non-underwritten 
additional insurance products in 2013.

The Group’s total income from additional services is broadly 
fl at compared to 2012, despite the implementation of the 
Legal Aid, Sentencing of and Punishment of Off enders Act 
2012, which aff ected the Group’s receipt of legal panel 
membership fees.

Non-underwritten additional insurance products income has 
remained level with 2012 as a result of the tactical pricing of 
the Home additional insurance products to aid Home gross 
written premiums growth. This strategic action reduces 
the level of income from non-underwritten additional 
insurance products.

The Group has grown its additional services revenues in 
underwritten additional insurance products, instalment income 
and policy administration fees which are primarily linked to 
the Group’s in-force policy growth.

Investments
The Group derives income from its investment portfolio and 
receives a share of profi ts from its 50% investment in the 
price comparison website, Gocompare.

Investment income
2013

£m
2012

£m Movement

Investment income 14.7 39.4 (62.7)%

Interest and other income 16.9 17.1 (1.2)%

Investment charges (2.5) (1.7) 47.1%

Net gains and losses on 
investments 0.3 24.0 (98.8)%

Investment return 2.2% 5.2% (3.0)ppts

Investment return 
excluding equities 1.5% 3.6% (2.1)ppts

The investment portfolio has performed broadly in line with 
the Group’s expectation and delivered an investment return of 
2.2%. Interest and other income is broadly fl at year-on-year 
but the exceptional fair value gains of £23.6m in 2012, as 
expected, have not been repeated.

The fi xed income portfolio represents 79.9% of the portfolio 
and at year end had a yield of 1.6%.

Gocompare
2013

£m
2012

£m Movement

Share of Gocompare profi t 
(gross of tax and amortisation) 12.9 12.3 4.9%

Share of Gocompare profi t 
a er tax and amortisation 8.5 7.3 16.4%

Dividends received 6.0 5.5 9.1%

The Group’s share of profi t from Gocompare increased 4.9% to 
£12.9m and the Group received £6.0m of dividends in 2013. 
The investment continues to provide a strong return. 
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Profi t before tax
2013

£m
2012

£m Movement

Trading profi t 130.6 138.1 (5.4)%

Amortisation of acquired 
intangibles (4.3) (5.2) 17.3%

Non-trading costs (2.8) (5.2) 46.2%

Finance costs (2.2) (9.2) 76.1%

Share of tax of joint venture (2.9) (3.0) 3.3%

Profi t before tax 118.4 115.5 2.5%

Profi t before tax is up 2.5% to £118.4m. The Group has 
seen a reduction in its fi nance costs to £2.2m, driven by the 
repayment of all the Perpetual Subordinated Loan Notes in 
March 2013. Non-trading costs are down 46.2% to £2.8m as 
costs relating to Admission in 2013 were recognised directly 
in equity. The Group also recorded a small gain on its property 
revaluation in 2013. The amortisation charge on acquired 
intangible assets has reduced 17.3% to £4.3m. 

Taxation
The Group’s tax expense was £25.2m compared with 
£27.4m in 2012. The decrease in the Group’s tax expense was 
largely due to a reduction in the UK Corporation Tax rate from 
24.0% to 23.0% with eff ect from 1 April 2013; and a prior 
year tax benefi t relating to the treatment of costs incurred 
in 2012 in respect of the Group’s Admission.

The Group incurred an eff ective tax rate of 21.3% (2012: 
23.7%).

Pro forma earnings per share 
Pro forma earnings per share increased 5.8% to 22.4 pence 
per share. This is in line with the growth in profi t a er tax.

Dividend per share
The Board has proposed a fi nal dividend of 13.3 pence 
per share. The full year dividend of 15.8 pence per share 
represents an annualised pro forma payout ratio of 85%. 
The full year annualised pro forma dividend comprises a base 
dividend of 50% and a special dividend of 35% of post tax 
profi ts. The annualised pro forma payout ratio has been 
grossed up to refl ect the fact the Group has not been Listed 
for a full year and as such the dividend pence per share 
represents 5/6ths of the full year dividend that would have 
been paid had the Group been Listed for the full year. 

The full year dividend comprises a base dividend of 9.3 pence 
per share and a special dividend of 6.5 pence per share. 
The special dividend has been set with reference to the 
Group’s capital resource requirements, prospective premium 
growth expectations and a prudent margin for contingencies.

The ex-dividend date is 9 April 2014, the record date is 
11 April 2014 and the payment date is 23 May 2014.

Return on capital employed
The Group has delivered a high return on capital employed of 
37.7% (2012: 37.0%) refl ecting its strong, resilient fi nancial 
result and effi  cient capital base.

Financial Position
The Group has a strong fi nancial position with no debt, robust 
reserves, a conservative investment portfolio and capital 
signifi cantly in excess of the minimum regulatory requirement.

Investments and cash
The Group deploys a conservative investment strategy with the 
primary objective of capital preservation.

Asset allocation
2013

£m
2012

£m Movement

Total 768.8 818.6 (6.1)%

Fixed income 614.1 617.4 (0.5)%

Cash and liquidity funds 127.4 171.8 (25.8)%

Equities 27.3 29.4 (7.1)%

The reduction in investments to £768.8m is predominantly 
driven by the repayment of £84.9m of capital instruments 
prior to and immediately on Admission. The Group continues 
to have no direct exposure to peripheral Eurozone countries 
sovereign debt. The total portfolio remains of short duration, 
approximately one year.

Fixed income portfolio
2013

£m
2012

£m Movement

Fixed income 614.1 617.4 (0.5)%

Corporate bonds 231.1 239.9 (3.7)%

Covered/residential mortgage 
backed securities 143.3 174.6 (17.9)%

Government bonds 115.2 85.1 35.4%

Floating rate notes 124.5 117.8 5.7%

Consistent with the Group’s conservative investment strategy, 
the duration of the fi xed income funds remains short at 
approximately one year.

Fixed income credit risk quality
2013 2012

AAA 32% 38%

AA 27% 16%

A 23% 26%

BBB or below 18% 20%

The Group continues to hold the majority of its assets in 
investment grade instruments with 82% of the fi xed income 
portfolio having a credit rating of "A" or above. 
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Reserving
The Group holds claims reserves, to cover the future cost of 
settling claims that have occurred prior to and at the balance 
sheet date, whether already known to the Group or not yet 
reported, net of associated reinsurance recoveries.

The ultimate costs and expenses of the claims for which 
these reserves are held are subject to a number of material 
uncertainties. As time passes between the reporting of a claim 
and the fi nal settlement of the claim, circumstances can 
change that may require established reserves to be adjusted 
either upwards or downwards. Factors such as changes in the 
legal environment, results of litigation, propensity of personal 
injury claims, changes in medical and care costs, and costs of 
vehicle and home repairs can all substantially impact overall 
costs and expenses of claims, and cause a material divergence 
from the bases and assumptions on which the reserves were 
calculated. These factors can cause actual developments to 
vary materially from the projections and assumptions on which 
the Group’s technical reserves were calculated.

Given this uncertainty, the Group looks to maintain a 
consistent and prudent reserving philosophy and the Group 
has always established its Claims Outstanding Reserves and 
Incurred But Not Reported (“IBNR”) Reserves at a prudent level 
in excess of the ‘best estimate’ level determined through 
standard actuarial techniques. 

This prudent approach to reserving has meant that the Group 
has historically experienced favourable development in its 
claims reserves over time as claims have ultimately settled 
at a lower cost than initially calculated for the purposes of 
its booked Claims Outstanding Reserves and IBNR Reserves. 
This prudent approach can be evidenced by the gross and 
net claims development triangles that are shown in Note 19 
to the fi nancial statements. The triangles illustrate, that for 
all accident years, the latest booked loss ratio is lower than 
the initial booked loss ratio. In 2013, the total release from 
prior accident year reserves was £82.4m (2012: £68.9m) 
representing 16.8% of net earned premiums (2012: 14.3%). 

The amount of the Group’s Claims Outstanding Reserves 
and IBNR Reserves, net of outward reinsurance, salvage and 
subrogation, together with the related reserve in respect of 
the requirement for claims handling expenses, is comfortably 
in excess of the actuarial best estimate.

Reinsurance 
The Group purchases reinsurance as a risk transfer mechanism 
to mitigate risks that are outside the Group’s appetite for 
individual claim or event exposure and to reduce the volatility 
caused by large individual and accumulation losses. By doing 
so, the Group protects its capital and the underwriting result of 
both Motor and Home.

Currently the Group has in place non-proportional excess 
of loss reinsurance programmes for its Motor and Home 
underwriting activities. The purpose of these programmes is to 
provide cover for both individual large losses, for Motor and 
Home, and accumulation losses arising from natural and other 
catastrophe events for Home. Motor reinsurance treaties are in 
place covering all years in which the Group has underwritten 
Motor policies. At the present time the Group has no quota 
share reinsurance or co-insurance arrangements in place.

The Group’s reinsurance programmes are reviewed on an 
annual basis and capital modelling is used to identify the most 
appropriate structure and risk retention profi le, taking into 
account the Group’s business objective of minimising volatility 
and, the prevailing cost and the availability of reinsurance in 
the market.

Cash fl ow 
2013

£m
2012

£m

Profi t a er tax 93.2 88.1

Net cash generated from:

Operating activities 88.8 45.1

Investing activities 3.5 4.0

Financing activities (104.1) (42.2)

Net (decrease)/increase in cash and 
cash equivalents (11.8) 6.9

Cash and cash equivalents at the end 
of the period 27.6 39.4

The operating activities of the Group are highly cash 
generative. The Group has made a net reduction in its fi nancial 
investments of £38.0m and raised £50.0m in proceeds from 
Admission in 2013. These signifi cant cash infl ows, in addition 
to its operating activities, funded the £84.9m repayment 
of capital instruments, £50.0m repayment of Perpetual 
Subordinated Loan Notes and the Group’s maiden interim 
dividend of £10.4m. 

Capital
Capital management
The Group maintains a capital structure consistent with the 
Group’s risk profi le and the regulatory and market 
requirements of its business.

The Group’s objectives in managing capital are:

• To match the profi le of its assets and liabilities, taking 
account of the risks inherent in the business;

• To maintain fi nancial strength to support business growth;

• To satisfy the requirements of its policyholders and 
regulators; and

• To retain fi nancial fl exibility by maintaining strong liquidity 
and access to a range of capital markets.

The Group manages, as capital, all items that are eligible to be 
treated as capital for regulatory purposes. This includes equity, 
allowing for regulatory adjustments and mark to model based 
valuation of the Group’s interest in Gocompare. Following the 
repayment of the Perpetual Subordinated Loan Notes in March 
2013, none of the Group’s capital is in the form of debt. 



esure Group Annual Report 2013 23

Strategic Report
Governance
Financial Statements

Insurance Group Directive
The Group has a strong capital position and has an IGD 
coverage ratio of 308% (2012: 350%).

2013
£m

Pro forma
2012*

£m
2012

£m

Statutory solvency capital

Ordinary shareholders’ equity 274.2 190.2 231.1

Regulatory adjustments 61.4 56.3 56.3

Final dividend (55.4) – –

Total tier 1 capital 280.2 246.5 287.4

Tier 2 capital – – 50.0

Total regulatory capital 
resources 280.2 246.5 337.4

European Insurance Groups 
Directive (IGD)

IGD required capital 90.9 96.4 96.4

IGD excess solvency 189.3 150.1 241.0

IGD coverage ratio 308% 256% 350%

*  The pro forma 2012 position has been amended to refl ect the capital 
structure of the Group following Admission.

Economic capital
In addition to Group capital requirements established under 
the IGD, the solo insurance company, esure Insurance Limited, 
is also subject to Individual Capital Guidance (“ICG”) set by the 
Prudential Regulation Authority (“PRA”). The guidance is set 
by the PRA on a periodic basis following the submission of 
a risk-based Individual Capital Assessment (“ICA”). The ICA, 
and thus ICG, are typically greater than the IGD and it is with 
reference to these that the Group determines its economic 
capital requirements. 

This approach indicates that the economic capital requirement 
for the Group, inclusive of an appropriate buff er, is currently 
broadly equivalent to 40% of net written premiums.

Capital structure

2013
£m

Adjusted
2012*

£m
2012

£m

Share capital and 
share premium 44.3 44.3 85.2

Capital redemption reserve 44.9 44.9 0.0

Retained earnings 185.0 101.0 145.9

Total equity 274.2 190.2 231.1

Subordinated Debt 0.0 0.0 50.0

Total Capital 274.2 190.2 281.1

* The adjusted 2012 position assumes that the capital transactions 
undertaken by the Group in anticipation of and on Admission occurred 
on 31 December 2012. 

The Group undertook a number of capital actions, in 
anticipation of Admission to the London Stock Exchange, 
to restructure the capital base and thereby improve 
capital effi  ciency.

On 21 February 2013, the capital of the Company was reduced 
by the cancellation of 4,000,000,000 Non-Voting Old Ordinary 
Shares of £0.01 each and £40.0m cash was paid out of existing 
fi nancial resources.

On 25 February 2013, each A, B and C Ordinary Share was 
subdivided into 12 shares of the same class. Immediately 
prior to Admission, these 399,600,000 shares of 1⁄12 pence, 
were converted into a single class of ordinary shares. 

On Admission, the Group repurchased the remaining 
4,485,014,000 Non-Voting Old Ordinary Shares of £0.01 
each at par (amounting, in total, to £44.85m) and the 1,000 
Redeemable Priority Return Shares of £0.01 each. A capital 
redemption reserve was created for the £44.85m share 
repurchase.

The Group also issued 17,241,380 new shares with a nominal 
value of 1⁄12 pence each on 27 March 2013 for £50.0 million, 
with associated transaction costs of £6.0m debited directly 
to share premium. The £50.0m of proceeds were used 
to repay the Perpetual Subordinated Loan Notes following 
Admission and the Group continues to remain debt free.

Solvency II
Solvency II is scheduled for implementation on 1 January 
2016, following the agreement on Omnibus II. However, there 
are remaining uncertainties around some specifi c details and 
the phasing of the implementation. The Group is focused on 
developing its business processes to refl ect and further embed 
the known Solvency II requirements. These include evolution 
of the governance and framework for risk management 
and development of the internal and external reporting 
requirements – in particular, the FLAOR (Forward Looking 
Assessment of Own Risks) based on the ORSA principles (Own 
Risk and Solvency Assessment). The Group is also enhancing 
its Internal Economic Capital Model to support its business 
and strategic decisions, including assessment of the regulatory 
and business capital requirements. In addition, the Group will 
continue to calculate its likely capital requirements using the 
Solvency II standard formula approach.

Darren Ogden
Chief Finance Offi  cer
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Risk
management

The Board is responsible for prudent oversight of the Group’s 
business and fi nancial operations, ensuring that they are 
conducted in accordance with sound business principles 
and with applicable law and regulation. This encompasses 
a responsibility to articulate and monitor adherence to 
quantifi able and measurable statements of the Board’s 
appetite for exposure to all risk types. The Board also has 

oversight to ensure that measures are in place to provide 
independent and objective assurance on the eff ective 
identifi cation and management of risk and on the eff ectiveness 
of the controls in place to mitigate those risks.

In order to set boundaries to the acceptance of risk exposures, 
the Board has set out the following Strategic Risk Objectives 
that underpin our risk appetite and how the Group operates:

Shareholders Earnings Our goal is to manage volatility within a cyclical market for our shareholders 
through targeted growth opportunities, continuous adaptation in our 
underwriting and a focus on expense management.

Customers Capital and Liquidity We ensure there are appropriate fi nancial resources in place to deliver on 
our corporate and policyholder obligations.

Reputation Our brands represent our promise to our customers and are central to our 
continued success.

Conduct How we treat our customers is at the core of everything we do and, through 
our strategy, culture and service delivery, we aim to deliver fair outcomes 
for them.

Culture People Our people are what makes us a success and we aim to continue to invest in 
our employees and make the Group a rewarding place to work.

The Board has set a robust risk management strategy and 
framework as an integral element in its pursuit of business 
objectives and in the fulfi lment of its obligations to all 
stakeholders – policyholders, shareholders, regulators, 
customers and staff .

The Group’s risk management framework is proportionate to 
the risks that we face and organised around the core elements 
of Risk Strategy and Appetite, Risk Governance, and the 
associated Risk Reporting.

The Group’s risk management framework is dynamic and 
continues to be enhanced and developed to ensure it meets 
the needs of the Group.

“ Our strategic risk objectives are 
focused on delivering long-term 
returns for our shareholders and 
ensuring that our customers 
have a positive experience 
with esure Group – we see these 
as complementary objectives.”
Darren Boland
Chief Risk Offi  cer
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Risk Strategy and Appetite
The Group’s Risk Appetite incorporates a range of quantitative 
and qualitative measures of risk supporting our Strategic Risk 
Objectives, against which the actual or planned exposures and 
uncertainties can be monitored. This monitoring is refl ected 
in regular reporting to the Executive Risk Committee and the 
Board Risk Committee.

The Risk Appetite forms a fundamental part of the way we 
think about and assess risk, setting out the types and level of 
risk that we are looking to accept or avoid in the pursuit of our 
strategy. These are considered within our strategic decisions 
and business planning but also form a critical element in the 
way that we think about risk within the Business. This ensures 
that our staff  understand how their day-to-day decisions 
support the Risk Appetite and Strategic Risk Objectives 
through our business risk dashboard. This feedback loop 
ensures that our Risk Appetite is cascaded and embedded 
within the Group.

Risk reporting
The risk management framework is designed to ensure that 
the Risk Committee receive timely and appropriate reporting 
on our exposure to existing and emerging risks in each of the 
core risk categories – insurance, market, counterparty credit, 
operational, regulatory and liquidity. Strategic risks and 
the reputational consequences of these risk exposures 
are considered within this risk reporting.

Such reporting is supported by: 

• Updates to the Group’s risk registers covering current and 
emerging risks; 

• Reports on events that have resulted in actual or potential 
fi nancial or reputational losses to the Group or its customers; 
and 

• The results of stress, scenario and sensitivity testing and the 
fi ndings, recommendations and management actions arising 
from reviews conducted by the compliance and internal 
audit functions.

Earnings

Capital and Liquidity

Reputation

Conduct

People

Strategic DecisionsBusiness Plan

Our Board and senior 
management have confi dence 
in how we are embedding our 
strategic risk objectives.

There is a clear linkage 
between our Strategic 
Risk Objectives and our 
Risk Appetite.

Our strategic decisions and 
plans are aligned to and 
support our Risk Appetite.

The Risk Appetite is cascaded 
down to our Business units and 
their performance on a daily 
basis supports this.

Key Risk 
Indicators

Reportable 
Events and 

Incident 
Management

Risk Register 
and 

Assessments

Emerging 
Risks

Risk and 
Compliance 

Reviews

Business Risk Dashboard

Risk Appetite

CRO Report

Strategic Risk 
Objectives
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Risk management and principal risks continued

A key strength of the Group’s risk management strategy is the 
integration of risk assessment and evaluation into the Group’s 
business planning and capital management processes.

Risk governance
The Board ensures that measures are in place to provide 
independent and objective assurance on the identifi cation and 
management of risk and on the eff ectiveness of the processes 
and controls in place to mitigate those risks. To achieve this 
objective, and in accordance with recognised good practice, 
the Group operates a ‘three lines of defence’ governance 
framework. This is set out below:

The Group’s risk governance is underpinned by a risk 
management function headed by the Chief Risk Offi  cer, a 
member of the Executive team reporting to the CEO, but 
with independence assured through direct and independent 
access to the Chairmen of the Audit Committee and the 
Risk Committee.

The Risk Strategy, Appetite and framework are articulated in a 
suite of policies covering material risks that we face. Each of 
these policies is subject to annual review and approval.

Executive Committees 
and Management

Risk Management and 
Compliance Team

Internal Audit Team
(outsourced to Mazars LLP)

Management Committees 
and Operational Teams

1st Line of Defence 2nd Line of Defence 3rd Line of Defence

Operational Business area

Risk ownership and management
Primary responsibility for the risks that 
we take in the pursuit of our business 
objectives, and for due observance of 
risk management practices, processes 
and controls.

Risk Management and Compliance Team

Oversight, challenge, embed, educate 
and co-ordination of Risk and 
Compliance Activities 
Design, co-ordinate and embed a consistent 
framework for taking risks and monitoring 
compliance, but without being directly 
responsible for the assumption of exposure 
to business risks.

Internal Audit

Independent assurance
Independent, objective assurance on the 
internal control environment, focusing on 
the design and operating eff ectiveness 
of the governance processes, risk 
management procedures, internal 
control and information systems.

Board of Directors

Risk Committee Audit Committee

Board and Board 
committees

Strategy and oversight
setting of and ensuring 
the adherence to the 
company risk strategy 
and independent 
risk oversight.
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Principal risks
The Directors consider that the material risks and 
uncertainties facing the Group are as follows:

Insurance Risk
Risk
Underwriting risk from pricing 
strategy – the risk of an 
inappropriate pricing strategy could 
lead to business being written at 
uneconomic rates and result in 
lower than expected profi tability. 
This includes the risk of an inaccurate 
pricing approach following the 
gender pricing changes, the 
LASPO Reforms and the rating 
and competitive landscape.

Impact
If these changes, and the Group’s general pricing 
strategy, are not managed correctly, it could result 
in an unintended change in the Group’s risk profi le, 
market share and loss ratio.

Mitigation and management
The Group continues to monitor developments through 
regular sensitivity testing of the key variables aff ecting 
loss performance, including loss ratios, risk mix, pricing, 
quote conversion and renewal retention ratios, claims 
costs, claims frequency and the adequacy of reserves.

Action regarding these risks is taken in an integrated 
approach between the executive team, underwriting, 
claims and risk management.

There is strong and regular monitoring in place to 
understand and react to the changing market rating 
environment, ensuring that we are well placed to 
benefi t from these movements.

Risk
Underwriting risk from claims 
costs – the risk that a material 
increase in claims costs could 
negatively impact the Group’s 
fi nancial performance. This includes 
risks arising from adverse claims 
litigation outcomes, increases in 
frequency of Periodic Payment 
Orders (“PPOs”) and potential 
changes to the Ogden discount rate.

Impact
An unplanned deterioration in the loss ratio, arising 
from infl ation in claims costs beyond planned and 
achievable increases in premiums.

Mitigation and management
Loss ratio risk is managed through a robust claims 
management process and regular monitoring and 
sensitivity testing of the key variables aff ecting loss 
performance, including; risk mix, pricing relative to the 
market, quote conversion and renewal retention ratios, 
claims costs, claims frequency and the adequacy 
of reserves.

Risk
Reserving risk – the risk that 
insuffi  cient funds have been set 
aside to settle and handle claims 
as the amounts fall due.

Impact
Adverse development in prior year reserves resulting 
in deterioration of fi nancial performance.

Mitigation and management
We have a prudent approach to reserving risk – the 
Group’s actuarial function analyses and projects 
historical claims development data and uses a number 
of actuarial techniques to both test and forecast claims 
provisions. In addition, the Group also provides data 
to independent external actuaries who assess the 
adequacy of the Group’s claims provisions.

Apart from historical analyses, the Group also takes 
into account changes in risk profi le and underwriting 
policy conditions, changes in legislation or regulation 
and changes in other external factors (including 
assumptions on PPOs) and potential changes to 
the Ogden discount rate.

Financial Risk
Risk
Financial risk – the risk that 
inaccurate fi nancial estimates or 
judgements, could misrepresent 
our fi nancial position and change 
key strategic decisions.

Impact
The preparation of fi nancial information requires 
management to make judgements, estimates and 
assumptions. Actual results may diff er from these 
estimates, which could impact key business decisions.

Mitigation and management
The Group reviews fi nancial estimates and underlying 
assumptions on an ongoing basis taking into account 
changes in underwriting conditions, changes in 
legislation or regulation, and market movements. 

In addition, independent external actuaries assess the 
adequacy of the Group’s technical provisions. 

Ultimately, the oversight of the Group’s fi nancial 
estimates and judgements resides with the 
Audit Committee.
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Market Risk
Risk
Market risk from investment 
activity – the risk that a negative 
fi nancial impact arises from holdings 
in interest rate, currency and 
equity products, all of which are 
exposed to general and specifi c 
market movements.

Impact
Changes in UK interest rates or investment markets 
impact the return on and market valuation of the 
Group’s investment portfolio.

Mitigation and management
Our investment strategy does not expose the Group 
to material currency risk or the risks arising from 
active trading of derivatives. Market risk is managed 
through regular monitoring – including the drivers 
of investment return and value at risk measures, 
counterparty exposures and interest rate sensitivities.

Risk 
Default risk from investment 
counterparty – the risk that an 
investment counterparty will not be 
able to pay amounts in full when 
due in accordance with the term of 
the contract, causing the Group to 
incur a fi nancial loss.

Impact
Defaults from investment counterparties impact both 
the income from, and market valuation of, the Group’s 
investment portfolio.

Mitigation and management
The Group manages the level of investment 
counterparty credit risk it accepts by placing limits 
on its exposure to a single counterparty or groups of 
counterparties, and on geographical counterparties 
and geographical segments. Such risks are subject to 
regular review within the Investment Committee.

At 31 December 2013, the Group had no direct 
exposure to peripheral Eurozone countries 
sovereign debt.

Counterparty Credit Risk
Risk
Credit risk from reinsurance 
counterparty – The largest 
counterparty credit risk we are 
exposed to relates to reinsurers; 
this risk arises if they are not able 
to pay amounts in full when due in 
accordance with the terms of the 
contract, causing the Group to 
incur a fi nancial loss.

Impact
Reinsurance counterparty defaults reduce the 
protection provided through our prudent reinsurance 
structure; this will have a direct impact on the 
reinsurance asset and earnings in the year of default. 
In addition, the reduction in the level of reinsurance 
due to the default may increase the volatility in 
earnings in subsequent years.

Mitigation and management
The creditworthiness of reinsurers is managed on an 
annual basis by reviewing their fi nancial strength prior 
to fi nalisation of any contract. In addition, management 
assesses the creditworthiness of all reinsurers by 
reviewing credit grades provided by rating agencies 
and other publicly available information. An analysis 
of reinsurers by Standard & Poor’s (S&P) and AM Best 
ratings is produced and reviewed on a monthly basis.

Conduct Risk
Risk
Regulatory or legal intervention or 
changes – the risk that other legal 
or regulatory reforms impacting 
premium rates, ASR and claims costs 
across the market, could negatively 
impact the Group’s fi nancial position.

Impact
There are a number of ongoing and future reviews 
from the FCA regarding the general insurance retail 
sector. There is specifi c focus on the sales and renewal 
process, incentives for sales staff  and the sale of 
additional insurance products that complement the 
core products being sold. These reviews could have an 
impact on the revenue streams that we currently have 
in place or future revenue streams. 

The outcome of an investigation by the Competition 
Commission into certain aspects of the UK private 
Motor insurance market, may lead to market reforms 
that aff ect the way the Group sells or prices Motor 
insurance products or manages the payment or 
receipt of fees generated from the appointment of 
service providers used during the claims process.

Mitigation and management
The Group continues to monitor legal and regulatory 
developments in the UK and Europe, through our close 
relationship with our regulators and other offi  cial 
bodies (e.g. FCA, PRA and the Competition Commission) 
and the use of proactive risk management tools and 
processes to mitigate our exposure to regulatory risk.

There is continued focus on the evolution of additional 
insurance products and how we sell these products 
with the customer in mind. The roll out of the ‘Just In 
Case’ product shows our innovation within this area .

Risk management and principal risks continued
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Liquidity Risk
Risk
Liquidity risk – the risk that the 
Group, although solvent, does not 
have available suffi  cient fi nancial 
resources to enable it to meet its 
obligations as they fall due or can 
only secure them at excessive cost.

Impact 
A reduction in liquidity could have an impact on 
our ability to meet our fi nancial commitments as 
they fall due or restrict our ability to pay dividends 
to shareholders.

Mitigation and management
The Group continues to monitor its liquidity risk by 
considering the Group’s operating cash fl ows; stressed 
for catastrophe scenarios, dividend payouts, liquidity 
strains and investment strategy to mitigate this risk. 
In addition, the Group considers the matching of the 
Investment Portfolio with its insurance liabilities to 
mitigate and manage this risk.

In addition to monitoring cash fl ows, the matching of 
the duration of assets and liabilities is also monitored 
within the Investment Committee.

Oversight of the Group’s investment strategy and 
the associated liquidity risk is undertaken by the 
Investment Committee.

Operational Risk
Risk
Financial crime – the risk that 
there is an increase in losses 
through crime.

Impact
Increased exposure to actual or attempted fi nancial 
crime activity could result in fi nancial loss, reputational 
impact or regulatory intervention.

Mitigation and management
A range of preventative, monitoring and detective 
controls are in place to combat such fraudulent activity 
at the key points of entry – policy inception and claims.

The monitoring and mitigation of fi nancial crime 
is managed by the Group’s fi nancial crime team 
supported by the rest of the Business.

Risk
Data Security – the risk of 
compromise to the integrity, 
confi dentiality or availability 
of customer or staff  personal 
information, or of commercially 
sensitive information.

Impact
This could have a detrimental impact on our customers 
or staff , on the reputation of the Group, or on our 
profi tability and share price. There is also the potential 
for regulatory intervention or fi nes resulting from such 
a compromise.

Mitigation and management
The Group has robust systems in place to mitigate 
such risks, including; perimeter fi rewalls and intrusion 
detection systems, anti-virus protection, laptop 
encryption, logical and physical access restrictions, 
rigorous vetting of new and existing staff  and a clear 
desk policy. These controls are rigorously enforced 
within the Group.

Risk
Systems failure – the risk that the 
current systems fail to deliver the 
expected performance.

Impact 
The failure or degradation of our key platforms 
(including websites from which the majority of new 
business is sourced), compromise of corporate data 
or, in particular, the personal data with which we are 
entrusted and material performance failures by key 
infrastructure suppliers.

Mitigation and management
The Group has systems monitoring and incidence 
management processes in place to mitigate this risk. 
A key element to the prevention of this risk is a robust 
change management programme which is subject 
to rigorous project management disciplines from 
programme development through to deployment.

The Group has a Reportable Events process which 
reports and manages any systems failure, which is 
reported to the Board Risk Committee.
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Corporate 
responsibility 

In 2013, we became a proud 
sponsor of Macmillan Cancer 
Support.

Corporate responsibility

The Group is a major UK insurer with nearly 2 million 
customers who are served by a workforce of around 1,600 
people based in three offi  ces, in Glasgow, Manchester 
and Reigate. We are committed to corporate and social 
responsibility in four key areas:

• Our people;

• Community and issues engagement;

• Charitable involvement; and

• Our impact on the environment.

Our people
We value and reward our staff . They are our primary asset. 
Our service to our customers rests in their hands and is 
improved when they are engaged and motivated. This starts 
with our recruitment approach and the environment, rewards, 
training, policies and the engagement we off er to make 
esure Group a great place to work. 

Our approach to equality and diversity, set out on Page 60 
of this report in the Employees section, is central to our 
Business. All staff  inductions include equality and diversity 
training with each new starter signing our Equality and 
Diversity policy (100% compliance in 2013). We seek the 
same standards from our human resource suppliers and 
outsourced service providers. Every employee also receives 
refresher training and accreditation when signing our Code of 
Conduct annually. 

We recognise and reward our employees with a wide range of 
benefi ts and initiatives that include: a performance and Group 
award scheme for management, a Profi t Share scheme for all 
other eligible staff , a Sharesave scheme, Childcare Vouchers, 
subsidised Cafes, interest-free season ticket loans, fl exible 
working practices, long service awards for staff  and dress-
down days for charities. 

Communication is also at the heart of our engagement. 
Stuart Vann, our CEO, along with other members of the 
executive team, carry out face-to-face staff  briefi ngs and 
‘Q&A’ sessions at least twice a year, plus other Q&A lunches 
in-between. The Group maintains an intranet news system to 
keep staff  informed, providing access to all its policies and 
key documentation. 
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Human rights 
The Group resides and off ers its products only within 
mainland UK. We are subject to both the European 
Convention on Human Rights and the UK Human Rights 
Act 1998. We respect all human rights and enact these 
particularly in relation to fair treatment, the avoidance of 
discrimination and privacy for our customers, suppliers 
and staff . We aim to ensure that employees comply with 
all relevant UK legislation and regulations; and this is 
underpinned by the policies in place and managed by 
our Human Resources function. 

Community and issues engagement
The Group encourages staff  to nominate local causes as 
benefi ciaries of staff  fundraising and engagement activities. 
This local engagement dovetails with our work with charities 
such as BRAKE and Road Peace, and organisations such as 
the Parliamentary Advisory Committee for Transport Safety 
and Thatcham so that we can engage directly with those 
promoting values congruent with our Business. 

Linking with our charitable involvement below, one of our key 
areas of community and issue engagement is our support for 
the ‘Safe Drive, Stay Alive’ campaign, launched by Surrey Fire 
and Rescue to educate and engage novice and new drivers in 
schools based around our Reigate offi  ce. We were founding 
sponsors of this initiative eight years ago and are proud of 
its achievements, which have now been replicated in other 
regions around Britain. 

Charitable involvement
During 2013, our primary charitable giving and engagement 
involved our new partnership with Macmillan Cancer Support. 
We became the proud, founding sponsor of their ‘Night In’ 
fundraising initiative that persuades donors to turn an 
expensive night out into an equally engaging and fun night 
in, and then donate the diff erence in cost to a cause that 
provides crucial help to tens of thousands of people aff ected 
by cancer each year.

Through our Sheilas’ Wheels brand, we worked closely 
with Macmillan to make this event a notable new initiative 
in the annual calendar of charitable events. ‘Night In’ has 
congruence with our brand and it generated strong support 
among the Group’s staff . We raised money to supplement 
our giving and also encouraged our customers to join with 
Macmillan to raise funds. Cancer aff ects one in two people 
in Britain during their lives and Macmillan Cancer Support 
is there to provide services following diagnosis when many 
people feel lost and confused.

In 2014, we are delighted to have secured the chance to 
continue this relationship. 

In addition, we support local charities and initiatives that 
can positively impact the lives of those who live in our 
communities. Fundraising initiatives in all of our offi  ces 
focus on causes that are nominated by our staff  so that 
their eff orts are realised locally. 

 

Our impact on the environment
General insurance is an environmentally-light fi nancial 
services product; but extended areas of our Business and 
fulfi lment can adversely aff ect the environment; and we seek 
to limit these. We work to minimise the environmental impact 
of our buildings, sourcing all electricity from renewable 
sources, and invest in our systems – such as auto-shutdown 
facilities and our new, effi  cient thin-client desktop 
environment - to ensure these buildings run effi  ciently. 

We are working towards paper reduction in our offi  ces and 
for our customers. At work, we have increased the use of 
electronic documentation and teleconferencing. Every fl oor 
of each esure Group building features recycling bins and our 
offi  ce waste is separated into recycling streams. 

The absolute carbon footprint of the Group in terms of 
emissions was 3,574 tCO2e. Our chosen metric is tonnes of 
CO2 emissions per £m of turnover; and in 2013, we were 
measured with a creditable 6.23 tCO2 per million pounds. 
We will continue to monitor environmental metrics by offi  ce 
and activity, recording and reporting on these each year, 
while complying with environmental legislation and 
relevant environmental, energy and pollution reduction 
or prevention regulations.

One of the largest environmental impacts of the Group is 
the despatch of insurance documents to our customers. 
We embarked on a major programme of IT work in 2013 
to progressively migrate our provision of paper policies, 
booklets and schedules to e-channels, so that we print and 
post signifi cantly less. 

We beat our targets for customer migration during the year 
by over 15%, saving 130 tonnes of printed materials. This 
use of emailed documents reduced our postage costs with 
commensurate reductions in the associated environmental 
impact of postal delivery. This initiative will expand further 
in 2014.

Through our approved repairers we undertake many 
thousands of repairs each year for customers. We have 
mandated compliance with PAS125 for all our approved 
repairers providing quality guarantees for our customers, 
but also setting safety standards for the qualifi ed staff  who 
conduct repairs.

Summary
Overall, we are proud of our achievements. There is more 
we can do in each aspect of our Corporate and Social 
Responsibility. Now, as a plc, we will work towards 
improvements in every aspect of our business, employment, 
charitable giving, community involvement and environmental 
impact reduction and report our progress each year. 

This section, together with the reports set out on pages 1 
to 29 of the Annual Report constitute the Strategic Report. 

Signed on behalf of the Board.

Stuart Vann Darren Ogden
Chief Executive Offi  cer Chief Finance Offi  cer
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Board of Directors

1. Peter Wood
Chairman
Peter Wood founded the Group in February 
2000. Peter has served as the Group’s 
Chairman since February 2000 and was the 
Group’s Chief Executive Offi  cer from 2006 
until 2012.

Previously, Peter founded the Direct Line 
general insurance business in 1985, 
retiring as Chairman in 1997. Peter also 
founded Privilege Insurance with Royal 
Bank of Scotland, together with two other 
insurance companies in the US and one 
in Spain.

Peter was a non-executive director of 
Centrica plc from 1996 to 2000, he was a 
non-executive director of the Economist 
Group from 1998 to 2004.

In 1996, Peter received the honour of 
Commander of the British Empire in 
recognition of his services to the UK 
fi nancial services industry.

Committees: Nomination (Chairman), 
Disclosure

2. Stuart Vann
Chief Executive Offi  cer
Stuart was appointed to the Board in 
September 2011 and Chief Executive 
Offi  cer in February 2012. Stuart joined the 
Company in 2000 and has held various 
roles including Head of Insurance Risk and 
Acquisition and Chief Operating Offi  cer. He 
is a qualifi ed accountant, with approaching 
two decades of experience in the sector.

Stuart led the Group’s response to the 
personal injury claims phenomenon and 
has been the driving force behind the 
Group’s earnings diversifi cation strategy. 

Stuart is a member of the ABI’s General 
Insurance Council. He is also a member of 
the Worshipful Company of Insurers.

Committees: Executive, Disclosure, 
Investment

6. Mike Evans
Non-Executive Director
Mike was appointed to the Board as a 
Non-Executive Director in June 2013. He is 
also chairman of Hargreaves Lansdown plc 
and a non-executive director of Chesnara 
plc and CBRE Global Investors Group (UK) 
Limited. Mike, who is a qualifi ed actuary, 
is also a member of the advisory board of 
Spectrum Corporate Finance and chairs 
the board of Trustees of Wessex Heartbeat. 
Mike was formerly chief operating offi  cer 
at Skandia UK Limited.

Committees: Audit, Remuneration, Risk

7. Shirley Garrood
Non-Executive Director
Shirley was appointed to the Board in 
July 2013. She is also a non-executive 
director of Hargreaves Lansdown plc 
and a governor of Peabody Trust.

Shirley is a Chartered Accountant and 
Corporate Treasurer, having trained with 
KPMG. She was appointed chief operating 
offi  cer of Henderson Group plc in 2001 
and then chief fi nancial offi  cer from 2009 
until 2013. Shirley was an executive 
director at Morley Fund Management 
(Aviva) from 1998 to 2001 and also chief 
operating offi  cer from 2000 to 2001.

Committees: Audit, Remuneration, 
Investment

Board balance and diversity

Balance of Non-Executive and 
Executive Directors

Chairman

1 

Executive Directors

2 

Non-Executive Directors

7
Board gender balance

Female (4)

40% 
Male (6)

60% 

Length of tenure of 
Non-Executive Directors

0-3 years

70% 

9 years and over

30% 

An experienced 
and balanced 
leadership team
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9. Anne Richards
Non-Executive Director
Anne was appointed to the Board in 
November 2012. 

Anne is a director and the chief investment 
offi  cer and head of the EMEA region 
for Aberdeen Asset Management PLC. 
Her career has included research analysis, 
portfolio management and global asset 
allocation and includes time with 
JP Morgan and Mercury Asset Management, 
later Merrill Lynch Investment Managers.

She holds non-executive positions with 
the University of Edinburgh, the Scottish 
Chamber Orchestra and the Duchy of 
Lancaster, and is a member of the FCA 
Practitioner Panel. Anne is a Chartered 
Engineer, a Fellow of the Chartered 
Institute for Securities and Investment and 
holds a Certifi ed Diploma in Accounting 
and Finance (ACCA).

Committees: Audit, Risk, Investment

5. María Dolores Dancausa
Non-executive Director

María Dolores was appointed to the 
Board as a Non-Executive Director in 
December 2013. 

María Dolores is the chief executive offi  cer 
and managing director of Bankinter SA, a 
leading Spanish bank. She was previously 
chief executive offi  cer and managing 
director of Linea Directa Aseguradora 
in Spain, the third largest Spanish 
motor insurer.

She has received several awards in her 
business career, including being awarded 
the Aster-Esic Prize for “Outstanding 
Career Achievement” and “Financial 
Executive of the Year” from Ecofi n 
magazine; nominated as “Infl uential 
Woman” in the list of the Top 100 Spanish 
Women Leaders; the award for Best 
Executive of the Year in 2010 by FEDEPE.

3. Darren Ogden
Chief Finance Offi  cer
Darren is a qualifi ed accountant with over 
20 years’ experience of working within the 
insurance industry. He spent 13 years at 
Legal & General, primarily in the general 
insurance division. 

Darren joined the Group in 2003. He was 
promoted to the position of Head of 
Finance in 2007 and was appointed to 
the Board as Chief Finance Offi  cer in 
November 2012.

Committees: Executive, Disclosure, 
Investment

4. Dame Helen Alexander
Deputy Chairman and Senior 
Independent Director
Dame Helen joined the Board in December 
2011. She is chairman of UBM plc, the Port 
of London Authority and Incisive Media, 
and a non-executive director of Rolls-
Royce Group plc. She is a senior adviser 
to Bain Capital and Chancellor of the 
University of Southampton. Dame Helen 
was chief executive of the Economist 
Group until 2008, a former non-executive 
director of Northern Foods, BT and 
Centrica, and president of the CBI from 
2009 to 2011.

Dame Helen is also currently involved with 
not-for-profi t organisations in media, the 
internet, the arts and education.

She was awarded a CBE in 2004 and in 
2011 was made a Dame Commander of the 
Order of the British Empire.

Committees: Remuneration (Chairman), 
Nomination

8. Anthony Hobson
Non-Executive Director
Anthony has been a Non-Executive 
Director since September, 2003. He is the 
senior independent director of Dyson 
James Group Limited and chairman 
of Changing Faces, the leading UK 
disfi gurement charity. 

Anthony was group fi nance director of 
Legal & General Group plc from 1987 to 
2001. He is a Chartered Accountant and 
holds an MBA from the Darden Graduate 
Business School. He was chairman of The 
Sage Group plc from 2007 to 2012 and of 
Northern Foods plc from 2005 to 2011; 
and he has held a range of non-executive 
director roles including Thames Water plc, 
Glas Cymru, HBOS plc, and JLT Group plc.

Committees: Investment (Chairman), Audit, 
Remuneration, Risk, Nomination

10. Peter Ward
Non-Executive Director
Peter was appointed to the Board as a 
Non-Executive Director in 2001. Peter is an 
actuary who spent his career in insurance 
working for Commercial Union in Australia, 
South Africa and the UK. In 1994, Peter 
was appointed as a group executive 
director of Commercial Union plc, a 
position from which he retired in 2000. 
Peter is a Fellow of the Institute of 
Actuaries and of the Chartered Insurance 
Institute, a Past President of the Insurance 
Institute of London and a Past Master of 
The Worshipful Company of Insurers.

Committees: Audit (Chairman), Risk 
(Chairman), Remuneration, Investment
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Chairman’s letter

Dear Shareholder

On 27 March 2013, the Group passed a signifi cant milestone 
in its 14 year history with a successful listing on the London 
Stock Exchange. Becoming a public limited company was a 
natural step for a company of our size, infl uence and ambition. 
Furthermore, it enabled the Group to enter the market free of 
debt and well-placed to deliver for its shareholders. 

I would therefore like to welcome you to our fi rst corporate 
governance report as a public limited company and stress our 
commitment to the high standards of corporate governance 
that underpin our sound framework for the control and 
management of our Business. 

As a major UK general insurer, the Group has, since 2000, 
been regulated, most recently by the Financial Conduct 
Authority (“FCA”) and the Prudential Regulation Authority 
(“PRA”). We are, therefore, familiar and comfortable with the 
corporate governance practices and principles expected of 
a listed company as many have been long established in 
the Business. 

The Group also complies fully with the UK Corporate 
Governance Code and the corporate governance requirements 
of the Companies Act 2006 and Financial Services and 
Markets Act 2000 (“FSMA”) (and regulations made thereunder) 
applicable to it as a result of its insurance and insurance 
mediation businesses.

I would like to take this opportunity to thank all my colleagues, 
suppliers, partners and stakeholders on behalf of the Board 
for their commitment and hard work throughout the year. 
Our people are central to our ongoing success. We continue 
to invest in their training and development, and in their 
environment and well-being to make the Group a great 
place to work.

As part of our succession planning, and as previously 
announced, Andrew Whitehouse stepped down as an 
Executive Director of the Company in February 2013. 
Andrew remained a member of the Executive Committee 
until his retirement from the Group in November 2013. 
David Calder and Charles Schrager von Altishofen resigned 
as Non-Executive Directors upon our Admission on 27 March 
2013. I would like to take this opportunity to thank all of 
them for their support over the years.

In order to facilitate the transition of the Board post IPO, it 
remains important to retain both Peter Ward and Anthony 
Hobson as Non-Executive Directors owing to their extensive 
experience and detailed knowledge of the Business.

I am very pleased to report that during 2013 we appointed 
three new Directors. On 10 June, Mike Evans was appointed 
as a Non-Executive Director; he is a member of the Audit, 
Remuneration and Risk Committees. On 31 July, we appointed 
Shirley Garrood as a Non-Executive Director; she is a member 
of the Audit, Remuneration and Investment Committees; and 
on 9 December we appointed María Dolores Dancausa as 
a Non-Executive Director. As you will see from our Annual 
Report, these additions give the Board impressive breadth 
and depth. 

Peter Wood
Chairman

A strong and 
diverse Board

Governance contents

Leadership Page 36

Eff ectiveness Page 38

Accountability Page 40

Directors’ Remuneration Report Page 48
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Audit 
Committee

Remuneration 
Committee

Investment 
Committee

Nomination 
Committee

Risk
 Committee

The Board

Our governance structure

Following the appointments of Shirley Garrood and María 
Dolores Dancausa, the percentage of women on the Board 
has increased to 40% this year. This compares extremely 
favourably with our peers in the FTSE 100 and FTSE 250 
indices of companies. We remain committed to advocating 
diversity and equality at the top of our organisation while 
continuing to make appointments based on objective criteria 
to ensure we appoint the best individuals with diverse 
experience and backgrounds for the role. We will continue 
to ensure such considerations remain a focus when making 
any new appointments to the Board in future.

Peter Wood
Chairman

We are fi rmly committed to high standards of corporate 
governance and maintaining a sound framework for the 
control and management of the Business. The Group has 
been subject to the UK Corporate Governance Code from 
its date of Admission on 27 March 2013. However, in 
anticipation of Listing, the Board adopted a number of 
measures with regard to its governance arrangements in 
order to be in a position to comply with the principles and 
provisions of the UK Corporate Governance Code from 
that date. Throughout the period from 27 March 2013 to 
31 December 2013, the Group has been in compliance 
with the principles and provisions of the UK Corporate 
Governance Code.

Further information on the UK Corporate Governance Code 
can be found at www.frc.org.uk

The UK Corporate Governance Code
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Leadership

The Board is responsible for leading and controlling the Group 
and has overall authority for the management and conduct of 
the Group’s business, strategy and development. The Board 
is also responsible for ensuring the maintenance of a sound 
system of internal control and risk management (including: 
fi nancial, operational and compliance controls, and for 
reviewing the overall eff ectiveness of systems in place), and 
for the approval of any changes to the capital, corporate and 
management structure of the Group.

To assist the Board in carrying out its functions and to ensure 
there is independent oversight of internal control and risk 
management, the Board has delegated certain responsibilities 
to Board committees, which, except for the Investment 
Committee and the Nomination Committee, are comprised 
of Independent Non-Executive Directors. The Nomination 
Committee is comprised of a majority of Independent 
Non-Executive Directors. The Chairman of each Board 
committee reports to the Board on the matters discussed 
at Board committee meetings. Each Board committee has 
agreed Terms of Reference approved by the Board.

The full schedule of matters reserved for the Board’s 
decision along with the Terms of Reference of the 
Board’s key committees is available to view online at 
www.esuregroup.com/investors 

Board Meetings
The Board holds regular scheduled meetings throughout the 
year. A er Listing on 27 March 2013, four scheduled Board 
meetings were held. Prior to Listing, six Board meetings were 
held. In future, there will be seven scheduled Board meetings 
held each year, plus an annual strategy meeting. 

When necessary, we hold additional Board meetings, and in 
2013, we held two additional meetings primarily to discuss our 
IPO. If unable to attend a meeting, Directors are encouraged to 
give their views and comments on matters to be discussed to 
the Chairman in advance. Meeting attendance by each of the 
Directors is shown opposite.

At each meeting, the CEO and CFO reported on operational 
and fi nancial performance. Reports were also provided on 
the activities of the Board’s Audit, Nomination, Investment, 
Risk and Remuneration Committees by the Chairman of 
each committee.

Directors’ attendance
Meetings 
attended

Possible 
attendance

Name of Director

Peter Wood (Chairman) 10 10

Stuart Vann (CEO) 10 10

Darren Ogden (CFO) 10 10

Dame Helen Alexander 9 10

David Calder1 6 6

María Dolores Dancausa2 1 1

Mike Evans3 3 3

Shirley Garrood4 3 3

Anthony Hobson 9 10

Anne Richards 9 10

Charles Schrager von Altishofen5 6 6

Peter Ward 10 10

Andrew Whitehouse6 3 3

1 David Calder resigned from the Board on 27 March 2013.

2 María Dolores Dancausa was appointed to the Board on 9 December 2013.

3 Mike Evans was appointed to the Board on 10 June 2013.

4 Shirley Garrood was appointed to the Board on 31 July 2013.

5 Charles Schrager von Altishofen resigned from the Board on 27 March 2013. 

6 Andrew Whitehouse resigned from the Board on 25 February 2013. 

Diversity
esure Group is strongly committed to the merits of diversity at 
Board level and throughout the Business. We are committed 
to carrying out candidate searches across the widest possible 
pool of talent against a set of objective criteria based on merit; 
but with due regard to the benefi ts of diversity, including 
gender. Currently 40% of the Board is female.

Our Executive Committee has two women on a committee 
of 11 members (19%). Of our senior managers, 27.7% are 
female; this increases to 39.3% for managers. Our overall 
percentage of female staff  is 51.3%.

We shall continue to develop the potential of women 
throughout the corporate pipeline.
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The roles of the Chairman and the CEO are separate with 
responsibilities clearly divided.

The Chairman and the CEO meet regularly and keep in 
close contact as they are a critical link between the Board 
and senior management. They also liaise on strategic and 
other issues.

The Chairman is responsible for the leadership of the 
Board and ensuring its eff ectiveness in all aspects of its 
role. He is also Chairman of the Nomination Committee.

The CEO is responsible for the performance and 
management of the Group’s Business. In addition to 
membership of the Board, the CEO leads the Executive 
Committee, the Group’s most senior operational body, 
charged with recommending and then implementing the 
Board’s strategy.

The Non-Executive Directors bring a very broad level of 
experience and independent judgement to the Board and 
make a valuable contribution to achieving our objectives. 
They provide a strong independent element on the Board 
and are well placed to challenge constructively and help 
develop proposals on strategy.

Dame Helen Alexander is the Deputy Chairman and also the 
Senior Independent Director.

Company Secretary
The Company Secretary provides administrative and 
logistical support to the Board. Advice and support are also 
given on governance, compliance and regulatory matters. 
The Company Secretary is available to advise all Directors 
and ensure that Board procedures are complied with. 
The Directors may also seek independent professional 
advice at the Company’s expense. No such advice was 
sought during the year.

Directors’ external activities and confl icts of interest
Directors have a statutory duty to avoid situations in which 
they have or may have interests that confl ict with those of the 
Company, unless that confl ict is fi rst authorised by the Board. 
This includes potential confl icts that may arise when a Director 
takes up a position with another company. The Company’s 
Articles of Association allow the Board to authorise such 
potential confl icts; and there is, in place, a procedure to deal 
with any actual or potential confl ict of interest. The Board 
deals with each appointment on its individual merit and takes 
into consideration all the circumstances. Prior to taking on 
additional responsibilities or external appointments, Directors 
are obliged to obtain authorisation from the Chairman and it 
is their responsibility to ensure that they will be able to meet 
the time commitment expected of them in their role at esure 

Group. All potential confl icts approved by the Board are 
recorded in an Interests Register, which is reviewed on an 
annual basis by the Board to ensure that the procedure is 
working eff ectively. 

Executive Directors may take up only one FTSE 100 non-
executive directorship and are allowed to retain any fees 
they receive for such appointments. Stuart Vann and Darren 
Ogden do not hold any such directorships.

Executive Committee
The CEO and CFO are complemented by a strong and 
experienced senior management team comprising nine 
executives with an average of 20 years’ experience in the 
insurance industry.

The Chairman and the Chief Executive Offi  cer Non-Executive Directors

Gordon Hannah
Chief Operating

Offi  cer

Sue Inglis
Head of Claims

Jon Morrell
esure broker MD

(Deputy COO)

Darren Ogden
Chief Finance 

Offi  cer

Adrian Webb
Head of Marketing

and Communications

Darren Boland
Chief Risk Offi  cer

Nick Edwards
General Counsel and 
Company Secretary

Mark Foulsham
Chief Information

Offi  cer

Stuart Vann
Chief Executive 

Offi  cer

Jon Wilshire
Chief Underwriting

Offi  cer

Carole Timms
Head of HR

Executive Committee
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Eff ectiveness

The Board
The Board comprises ten members: the Chairman, two 
Executive Directors and seven Non-Executive Directors. 
The Chairman, Peter Wood, has served in this role since 2000 
and, on appointment, was not independent. Of the seven 
Non-Executive Directors:

• Dame Helen Alexander, Mike Evans, Shirley Garrood, Anne 
Richards and María Dolores Dancausa are considered by 
the Board to be independent for the purposes of the UK 
Corporate Governance Code; and

• Anthony Hobson and Peter Ward have served on the 
Board for more than nine years from the date of their 
respective fi rst elections, but are considered by the 
Board to be independent for the purposes of the UK 
Corporate Governance Code notwithstanding the length 
of their service.

In reaching these conclusions regarding the independence 
of Anthony Hobson and Peter Ward, the Board has:

• Considered the requirements of the UK Corporate 
Governance Code and the nature of the relationships and 
circumstances outlined above which are relevant to the 
Board’s determination of independence; and

• Evaluated the historic contribution of these Directors to 
the Group in scrutinising the performance of management, 
monitoring the reporting of performance and constructively 
challenging and assisting the development of the Group’s 
proposals on strategy.

In addition to the assessment of independence pursuant to 
the UK Corporate Governance Code, the Board also believes 
that the ongoing involvement of Anthony Hobson and Peter 
Ward as Non-Executive Directors (and their fulfi lling roles 
recommended for independent non-executives by the UK 
Corporate Governance Code) is in the best interests of the 
Group and shareholders bearing in mind their extensive 
experience of, and detailed knowledge of, the Business.

The Company therefore considers that it complies with the 
relevant requirements of the UK Corporate Governance Code 
in relation to the balance of Executive and independent 
Non-Executive Directors on the Board and with the 
requirements for composition of the Group’s Audit Committee, 
Remuneration Committee and Nomination Committee.

Directors election and re-election
Shirley Garrood, Mike Evans and María Dolores Dancausa will 
stand for election at the Annual General Meeting, to be held 
on 13 May 2014. All other Directors are being proposed for 
re-election at the AGM. 

Biographical details of each of the Directors, together with 
details of their skills and experience, may be found on pages 
32 to 33. Following a performance evaluation of each Director 
and the Board as a whole, all Directors are considered by the 
Board to be fully eff ective.

Executive Directors service contracts and Non-Executive 
Directors’ terms of appointment
The Chairman and each of the Executive Directors have a 
service contract with the Group. The service agreements of 
the Chairman and the Executive Directors can be terminated 
by not less than 12 months’ notice by the Chairman or the 
Executive Director (as appropriate) and 12 months’ notice 
by the Group. The Non-Executive Directors have a letter of 
appointment that sets out the terms and conditions of their 
Directorship, including the fees payable and the expected 
time commitment. Each Non-Executive Director is expected 
to commit suffi  cient time as is reasonably necessary for 
the proper performance of their duties. Additional time 
commitment is required to fulfi l the roles of Chairman or 
Board committee member. 

Succession planning and Board appointments
The Nomination Committee has continued to work on 
ensuring an appropriate mix amongst both the Executive 
and Non-Executive Directors.

On 25 February 2013, Andrew Whitehouse stepped down as 
a Director; as part of the succession planning he had already 
relinquished his role as Finance Director. On 27 March 2013, 
following the Company’s IPO, as Tosca Penta Investment LP’s 
representatives, David Calder and Charles Schrager Von 
Altishofen resigned as Non-Executive Directors. The Group 
appointed Mike Evans as a Non-Executive Director in June 
2013, Shirley Garrood in July 2013 and María Dolores 
Dancausa in December 2013. 

Board induction and professional development
On joining the Board, Directors take part in an induction 
programme to increase their knowledge and understanding 
of the Business. They are provided with information about the 
Group, the role of the Board and the matters reserved for its 
decision. Each Director is provided with the terms of reference 
and membership of the main Board committees as well as 
corporate governance policies and procedures. Meetings are 
arranged with each of the Executive Directors, members of the 
Executive Committee and senior managers across the Business 
as part of the induction programme.

The induction programme also includes training on:

• Directors’ duties and responsibilities;

• Board procedures and governance related issues;

• Confl icts of interest; and

• Procedures for dealing in esure Group plc shares.
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Evaluation of Board performance
The Chairman and Company Secretary carried out a Board 
performance evaluation in November 2013 comprising written 
questionnaires followed by one-to-one meetings with the 
Chairman. In addition, the Audit, Nomination, Investment, Risk 
and Remuneration Committees undertook an evaluation of 
their eff ectiveness.

The resulting report was presented and discussed at the Board 
meeting in January 2014.

The Senior Independent Director met with the Non-Executive 
Directors to review the Chairman’s performance and then 
discussed the feedback with the Chairman.

Shareholder engagement
The Chief Executive Offi  cer and Chief Finance Offi  cer, as well 
as other senior executives, held meetings with a number 
of the Group’s institutional shareholders and prospective 
shareholders to discuss the Group’s strategy and fi nancial 
performance. The Chairman met with a number of the largest 
shareholders during the year. All Non-Executive Directors, 
including the Senior Independent Director have an invitation 
to attend investor meetings if they wish. During the year Dame 
Helen Alexander, as Chairman of the Remuneration Committee 
and Senior Independent Director had meetings with several 
of the Group’s largest institutional shareholders to discuss 
remuneration issues and associated governance.

The Directors are provided with regular reports on 
shareholders’ and analysts’ views and of changes in the 
holdings of the principal shareholders.

esure Group has established procedures to ensure the timely 
release of inside information and the publication of fi nancial 
results and regulatory fi nancial statements. The Disclosure 
Committee, a Committee of senior executives and chaired 
by the Company Secretary, also reviews all signifi cant 
announcements for accuracy and compliance requirements.

Substantial shareholdings
The holdings of our major shareholders can be found in the 
Directors’ Report on page 62.

Shareholder services
The share register is managed on the Group’s behalf by 
Equiniti. Shareholders are able to carry out a number of online 
administrative transactions, such as checking their holdings 
and dividend accounts, changing address details and arranging 
for dividends to be paid directly into a bank account.

Website
The Group’s website www.esuregroup.com provides a source 
of information for shareholders about the Group and contains 
fi nancial presentations and investor publications, including the 
online Annual Report and recent press releases. Our fi nancial 
reporting is presented in such a way as to provide a fair, 
balanced and understandable assessment of our position 
and prospects for future growth.

Further information about our registrars, shareholder services, 
Investor Relations and our principal shareholders can also be 
found on the website.

Additional information
The following information, which is required to be disclosed 
within the Corporate Governance Report, can be found in the 
Directors’ report and is incorporated by reference:

• Substantial Shareholdings page 62

• Special Rights page 63

• Appointment, retirement and removal of Directors page 63

• Purchase of own shares page 61

Annual General Meeting
The Company’s Annual General Meeting (“AGM”) will be held 
on 13 May 2014 at the Hilton Hotel, Gatwick, West Sussex, 
RH16 0NP. It provides all shareholders with the opportunity 
to develop their understanding of the Group’s strategy and 
operations, and to ask questions of the full Board on the 
matters to be put to the meeting, including the Annual Report. 
All Board members attend the AGM; and in particular, the 
Chairmen of the Audit, Nomination and Remuneration 
Committees are available to answer questions.

The Notice of AGM is sent out at least 20 working days before 
the meeting.

The Notice of AGM and the accompanying circular, which 
sets out a clear explanation of each resolution to be 
proposed at the meeting, can also be found at 
www.esuregroup.com/investor

To ensure that the views of shareholders are refl ected 
proportionately, all resolutions will be voted on a poll and 
the results will be announced via the Regulatory News 
Service and made available on the Group’s website.

Shareholders unable to attend the AGM are encouraged 
to submit proxy voting instructions electronically at 
www.sharevote.co.uk
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Board Committees

Directors’ attendance

Director Meetings Attended Possible Attendance

Peter Ward (Chairman) 7 7

Anthony Hobson 7 7

Anne Richards1 4 4

Shirley Garrood2 2 2

Mike Evans2 2 2

David Calder3 3 3

1 Anne Richards was appointed to the Committee on 25 February 2013.

2  Mike Evans and Shirley Garrood were appointed to the Committee on 
1 October 2013.

3 David Calder stepped down from the Committee on 26 February 2013. 

Audit Committee

Role of the Audit Committee 
The key responsibilities of the Audit Committee, as set out in 
its terms of reference, are to assist the Board in discharging its 
duties in respect of: 

• Receiving and reviewing reports from the Group’s external 
auditor’s, monitoring their eff ectiveness and independence, 
and making recommendations to the Board in respect of 
their remuneration, appointment and dismissal;

• Monitoring and reviewing internal audit activities;

• Reviewing the Annual Report and Accounts of the Group;

• Overseeing the Group’s procedures for detecting fraud, 
preventing bribery and non-compliance; and

• Reviewing the eff ectiveness of the Group’s system of 
internal fi nancial controls and internal control systems. 

The Committee is authorised to investigate any activity 
within its terms of reference and to seek any information 
that it requires from any employee. It has the right to consult 
professional advisers and, if it is not satisfi ed with the advice 
received, seek further independent professional advice. 

The terms of reference and the eff ectiveness of the 
Audit Committee are reviewed annually and any 
recommendations referred to the Board. The Committee 
is subject to an evaluation every year as part of the Board 
Performance Evaluation. 

The Audit Committee’s terms of reference can be viewed on 
our website at www.esuregroup.com/investors 

Composition
There are currently fi ve serving members of the Audit 
Committee, all are independent Non-Executive Directors. 
The membership of the Committee and attendance at 
meetings in 2013 is set out opposite. The Board considers 
that all members of the Committee have recent and relevant 
fi nancial experience and that the skills, qualifi cations and 
commercial experience of its members are suffi  cient for it to 
be able to perform its duties. The UK Corporate Governance 
Code recommends at least one member to have recent and 
relevant fi nancial experience.

Although not members of the Committee, the Chairman, CEO, 
CFO, Chief Risk Offi  cer, Chief Operating Offi  cer, and Company 
Secretary are invited to attend each meeting as well as senior 
representatives from both external and internal audit. Other 
members of senior management are invited to present reports 
as necessary to enable the Committee to discharge its duties.

Further, the Committee is kept up to date with fi nancial 
reporting and other developments through presentations 
from the Group’s external auditor’s and senior management. 

The biographies of the Committee members can be found on 
pages 32 to 33.

Corporate governance report continued

Peter Ward
Chairman, Audit Committee
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Meetings
The Committee meets at least four times a year, or more 
frequently if required.

All the Committee meetings that took place in 2013 were 
scheduled meetings and attended by all members.

Activities
External fi nancial reporting
The Committee is responsible for monitoring, reviewing and 
challenging the integrity of the fi nancial statements of the 
Group and any other formal announcement relating to its 
fi nancial performance, reviewing signifi cant fi nancial reporting 
issues and judgements they contain. 

This includes compliance with legal, regulatory, statutory and 
accounting requirements giving due consideration to the 
provisions of the UK Corporate Governance Code and the 
requirements of the UK Listing Authority’s Listing, Prospectus 
and Disclosure and Transparency Rules and any other 
applicable rules as appropriate. 

The Committee has considered, challenged and reviewed 
fi nancial reporting for the Group including:

• Changes to the Group’s capital structure in preparation 
for IPO, including a capital reduction and repurchase and 
cancellation of Non-Voting Ordinary Shares and Priority 
Return Shares from existing capital resources; 

• Financial reporting and regulatory reporting relating to the 
IPO, including the Historic Financial Information included in 
the Price Range Prospectus;

• The interim fi nancial statements and results announcement 
for the six months ended 30 June 2013, including 
accounting and disclosures relating to the new fi nancial 
reporting standard “IFRS 13 – Fair Value measurement” 
and the Group’s new share-based employee 
remuneration schemes;

• The Annual Report for the year ended 31 December 2013; 

• That the Annual Report for the year ended 31 December 
2013 was fair, balanced and understandable;

• The regulatory reports for the year ended 31 December 
2013, specifi cally the PRA and IGD returns;

• Critical estimates and judgements;

• Principal risks and uncertainties; and

• Going concern assumption.

A er discussion with both management and the external 
auditor, the Committee determined that the key risk of 
misstatement for the Group’s fi nancial statements related 
to technical provisions. This risk was discussed with 
management during the year and with the external auditor 
when the Committee reviewed and agreed the Group audit 
plan, when the external auditor reviewed the interim fi nancial 
statements and also at the conclusion of the audit of the 
fi nancial statements.

Technical provisions – claims outstanding and claims 
outstanding recoverable from reinsurers – see Note 19 in the 
fi nancial statements
As an insurance entity, technical provisions form a signifi cant 
part of the liabilities of the Group. The Group’s policy is to hold 
suffi  cient provisions including those to cover claims which 
have been incurred but not reported to meet all liabilities as 
they fall due. Apart from the provisions relating to Periodic 
Payment Orders, claims provisions are not discounted.

Management confi rmed to the Committee that they remain 
satisfi ed that technical provisions included in the fi nancial 
statements provide an appropriate margin over projected 
ultimate claims costs and none of the Committee’s other 
enquiries, nor the external auditor’s work, identifi ed any 
errors or inconsistencies that were material in the context 
of the fi nancial statements as a whole. 

Management also confi rmed to the Committee that it had 
considered the appropriateness of the key assumptions used 
in the calculation of technical provisions by the independent 
external actuary. The Committee considered the qualifi cations 
and experience of the external actuary by examining the 
qualifi cations and experience of the appointed fi rm and 
its representatives.

The external auditor explained to the Committee the work 
they had conducted during the year, including how their 
audit procedures were focused on those areas of technical 
provisions that involve the most judgement. On the basis 
of their audit work, the external auditor reported no 
inconsistencies or material misstatements in the context of 
the fi nancial statements; and in the Committee’s view this 
supports the appropriateness of the Group’s reserving 
methodology and valuation. 

Internal audit 
The internal audit function is fulfi lled by a third-party 
organisation, Mazars LLP. The Committee’s responsibilities 
include:

• Review of the activities, resources, organisational structure 
and the operational eff ectiveness of the internal audit 
activities, including ensuring adequate standing and 
freedom from restriction;
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• Monitoring and reviewing internal audit activities, reports 
and fi ndings including management responses;

• Approval of the annual internal audit plan to ensure 
adequate coverage and consideration of the Group’s 
key risks;

• An assessment of the performance of the internal auditor 
to ensure that the function remains eff ective and fi t for 
purpose; and

• Annual review and approval of the internal audit charter.

Key areas covered by the internal audit function in 2013 were:

• Claims reserves – review of: processes and controls around 
the setting of case reserves, adequacy and timeliness of 
relevant management information and settlement protocols;

• Sales incentives – design and implementation of the Group’s 
sales incentive schemes to ensure compliance with new 
FCA guidelines;

• Anti-money laundering, bribery and corruption – review of 
the Group’s processes, systems and controls in place to 
ensure compliance with applicable legislation and FCA 
requirements; and 

• Incident and change management procedures at the Group’s 
IT outsource partner – review the adequacy of the design 
and operating eff ectiveness of the outsourcers procedures 
to ensure eff ective risk management in line with the 
Group’s requirements.

External audit
The Committee oversees the Group’s relationship with the 
external auditor and formally reviews the relationship, policies 
and procedures to ensure independence.

During the year the Committee considered:

• The independence, objectivity and performance of KPMG 
Audit Plc; 

• The Committee welcomes KPMG’s policy of audit partner 
rotation every fi ve years, which facilitates independence 
and objectivity within the external audit team. The current 
external audit engagement partner is Murray Raisbeck, who 
was appointed to lead the audit in 2010;

• The eff ectiveness of the 2013 audit processes, including 
KPMG’s reports and updates which summarised their 
conclusions and contained feedback on the Group’s control 
environment; 

• KPMG’s proposed fee and audit plan; and

• KPMG’s notifi cation that KPMG Audit Plc has instigated 
an orderly wind down of its business. The Committee has 
recommended to the Board that KPMG LLP be put forward 
to be appointed as auditor and a resolution concerning 
their appointment will be put to the forthcoming AGM of 
the Group.

The Committee meets separately at least once a year 
with the Group’s internal and external auditors without 
management present.

The Committee has considered and adopted a policy on the 
provision of non-audit services by the external auditor and 
procedures to protect the external auditor’s independence 
and objectivity.

The external auditor is prohibited from carrying out the 
following services: 

• Work relating to the preparation of accounting records and 
fi nancial statements that will be subject to external audit;

• Internal audit services;

• Audit or management of IT systems and services where 
these form any part of the accounting system and where 
the external auditor places reliance upon them as part of 
the audit;

• Tax services where the calculations are or may be 
expected to be used for material entries in the fi nancial 
statements; support in any litigation where this would 
involve the estimation of the likely outcome of a pending 
legal matter which could have a material eff ect on the 
fi nancial statements;

• Any form of management role; and

• Arrangements where fees are contingent to a future audit 
judgement and will or are likely to have a material impact 
on the fi nancial statements. 

The appointment of the external auditor for the following work 
requires specifi c approval: 

• Any work that may be thought to give rise to the threat of 
auditor independence will require prior approval; 

• Any service that is of a signifi cant size, ‘outside of scope’ in 
nature or attaching special terms and conditions, will require 
prior approval from the Committee;

• Acquisition structuring and due diligence work with a fee 
in excess of £50,000;

• Corporation Tax compliance work with a fee in excess 
of £50,000;

• Tax planning with a fee in excess of £50,000; and

• Any service with a contingent fee arrangement. 

The Committee receives reports twice a year detailing the fees 
paid to the external auditor for the provision of non-audit 
services and where non-audit fees exceed one third of external 
audit fees, including amounts relating to Listing, non audit 
fees paid to the external auditor were £480,000, considerably 
higher than the Group audit fee. 

Corporate governance report continued
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IPO services are typically performed by auditors as they are 
mostly assurance related and the fee was not contingent or 
success based.

For the purposes of evaluating the independence of the 
external auditor, the Committee classifi es the interim review 
fee as an external audit fee. Excluding the work performed in 
respect of the IPO, non-audit fees paid to KPMG were 43% 
of external audit fees in the year. Non-audit fees were 
principally related to tax advisory and compliance services. 
A full breakdown of non-audit fees paid during the year is 
disclosed within the notes to the fi nancial statements on 
page 83.

No confl icts of interest were found to exist between the work 
performed for the purpose of an external audit and non-audit 
services provided by KPMG. 

The Committee considers the requirements of the UK 
Corporate Governance Code and the appropriateness of 
tendering the external audit contract as part of normal 
business practice. Based on its ongoing assessment, for 
example through the quality of the external auditor’s report 
to the Committee, and the audit partner’s interaction with 
the Committee, the Committee remains satisfi ed with the 
effi  ciency and eff ectiveness of the audit. The Committee 
therefore has not considered it necessary to require the audit 
to be put to tender.

Conclusion
As a result of its work during the year, the Committee has 
concluded that it has acted in accordance with its terms 
of reference.

The Chairman of the Committee will be at the Annual General 
Meeting to answer any questions about the activities of the 
Committee from shareholders. 

On behalf of the Audit Committee:

Peter Ward
Chairman of the Audit Committee
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Directors’ attendance

Director Meetings Attended Possible Attendance

Peter Wood (Chairman) 4 4

Dame Helen Alexander 4 4

Anthony Hobson 4 4

David Calder stepped down from the Committee on 25 February 2013.

Composition
The Nomination Committee comprises a majority of 
independent Non-Executive Directors. The membership of the 
Committee and attendance at scheduled meetings in 2013 are 
set out above.

Nomination Committee

Peter Wood
Chairman, Nomination Committee

Responsibilities
The responsibilities of the Committee include reviewing the 
size, structure and composition of the Board and ensuring that 
the Board comprises the right balance of skills, knowledge 
and experience, and making recommendations about any 
adjustments considered necessary.

Activities
The Committee oversees the search and selection process 
for new Directors. During the year the Chairman led the 
Committee’s successful search in the appointment of three 
new Non-Executive Directors. The services of Zygos, external 
independent professional advisers, were used to assist in the 
search for two of the appointments. As part of the recruitment 
process, the candidates met with the Chairman, Deputy 
Chairman, CEO and a number of other Directors before 
being appointed. The Board confi rms that Zygos has no 
other connection with the Group.

In conjunction with these appointments, we have also 
reviewed our Committee composition during the year, 
recommending the appointments of Mike Evans, Anne Richards 
and Shirley Garrood to the Audit Committee; Mike Evans and 
Shirley Garrood to the Remuneration Committee; Shirley 
Garrood, Anne Richards and Peter Ward to the Investment 
Committee; and Mike Evans and Anne Richards to the 
Risk Committee.

The Committee also reviews succession planning for our most 
senior executive positions. Our policy is designed to ensure 
leadership continuity over the medium and long term and to 
identify and develop individuals with the potential to take on 
key or critical management positions in the future.

Diversity
The Board has 40% women members and all future 
appointments will be made with regards to diversity, including 
gender, as recommended in Lord Davies’ “Women on Boards” 
report (February 2011).

Meetings
Two members, both of whom must be independent Non-
Executive Directors, constitute a quorum. Other Directors 
attend by invitation.

The Committee meets at least twice a year, or more frequently 
if required.

Terms of reference 
The Nomination Committee’s terms of reference can be viewed 
on our website at www.esuregroup.com/investors

Corporate governance report continued
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Investment Committee

Anthony Hobson
Chairman, Investment Committee

Directors’ attendance

Director Meetings Attended Possible Attendance

Anthony Hobson 
(Chairman) 6 6

Shirley Garrood2 2 2

Darren Ogden 6 6

Anne Richards3 5 5

Stuart Vann 6 6

Peter Ward 5 5

Andrew Whitehouse1 5 5

David Calder4 1 1

Charles Schrager 
von Altishofen4 1 1

1 Andrew Whitehouse stepped down from the Committee on 
31 October 2013.

2 Shirley Garrood was appointed to the Committee on 2 October 2013.

3 Anne Richards and Peter Ward were appointed to the Committee on 
25 February 2013.

4  David Calder and Charles Schrager von Altishofen stepped down from 
the Committee on 25 February 2013.

Composition
The Investment Committee is chaired by Anthony Hobson 
and its membership comprises at least three Non-Executive 
Directors and three Executive Directors (or other members of 
senior management). The membership of the Committee and 
attendance at scheduled meetings in 2013 are set out above.

Nick Wrighton, Deputy CFO, was appointed a member of the 
Committee in December 2013.

The Investment Committee was established to oversee the 
Board’s investment strategy and meets at least four times a 
year, or more frequently if required.

Activities
The primary purpose of the Committee is to review the 
performance of the outsourced investment managers and 
to ensure that there are eff ective investment policies and 
strategies in place; that the outsourced investment managers 
are working within the investment guidelines of the Group 
and that they are regularly challenged; and that the guidelines 
refl ect the Board’s Risk Appetite.

Terms of reference
The Investment Committee’s terms of reference can be viewed 
on our website at www.esuregroup.com/investors 
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Directors’ attendance

Director Meetings Attended Possible Attendance

Peter Ward (Chairman) 4 4

Mike Evans3 1 1

Anthony Hobson 4 4

Anne Richards1 3 3

David Calder2 1 1

1 Anne Richards was appointed to the Committee on 25 February 2013.

2 David Calder stepped down from the Committee on 25 February 2013.

3 Mike Evans was appointed to the Committee on 1 October 2013.

Risk Committee

Peter Ward
Chairman, Risk Committee

The Risk Committee was established in anticipation of our 
IPO. It meets at least four times a year, or more frequently 
if required.

Composition
The Risk Committee is comprised of independent 
Non-Executive Directors and is chaired by Peter Ward. 
The membership of the Committee and attendance at 
scheduled meetings in 2013 are set out opposite. 

Although not members of the Committee, the Chairman, 
CEO, CFO, Chief Risk Offi  cer, Head of Regulatory Risk and 
Compliance and Company Secretary attend each meeting.

The Committee meets with the Chief Risk Offi  cer without other 
Executive Directors or other management present, at least 
once a year.

Activities
The responsibilities of the Risk Committee include:

• Advising the Board on the Group’s risk strategy, risk policies 
and current risk exposures, including any prudential risks;

• Overseeing the implementation and maintenance of the 
overall risk management framework and management 
systems; and

• Reviewing the Group’s risk assessment processes and 
capability to identify and manage new risks.

The Committee’s Chairman reports formally to the Board on 
its proceedings a er each meeting.

Key achievements
Development, agreement and oversight of the:

• Risk Appetite statement;

• Risk governance framework;

• Customer focus within the Business;

• Material and emerging risks that the Group faces as 
a Business;

• ICA submission process; and

• Stress and scenario testing.

Terms of reference
The Risk Committee’s terms of reference can be viewed on our 
website at www.esuregroup.com/investors

Corporate governance report continued
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Directors’ attendance

Director Meetings Attended Possible Attendance

Dame Helen Alexander 
(Chairman) 5 5

Mike Evans1 2 2

Shirley Garrood1 2 2

Anthony Hobson 5 5

Peter Ward 5 5

David Calder2 2 2

Charles Schrager 
von Altishofen2 2 2

1 Mike Evans and Shirley Garrood were appointed to the Committee on 
2 October 2013.

2 David Calder and Charles Schrager von Altishofen stepped down from the 
Committee on 25 February 2013.

Remuneration Committee

Dame Helen Alexander
Chairman, Remuneration Committee

Composition
The Remuneration Committee is comprised of independent 
Non-Executive Directors and is chaired by Dame Helen 
Alexander. The membership of the Committee and attendance 
at scheduled meetings in 2013 are set out opposite. 

The Chairman, CEO and the Head of Human Resources may, 
by invitation, attend Committee meetings, except when their 
own remuneration is discussed. No Director is involved in 
determining his or her own remuneration. None of the 
Committee members have had any personal fi nancial 
interest, except as shareholders, in the matters decided.

The role
The role of the Committee is to determine the terms and 
conditions of employment, remuneration and benefi ts of 
each of the Chairman, Executive Directors, senior executives 
and other members of the executive (senior management).

Activities
The activities of the Remuneration Committee include: 

• Determining and agreeing with the Board the remuneration 
policy and total individual remuneration packages of the 
Chairman and other Executive Directors and other senior 
management, including where relevant, benefi t and 
pension arrangements;

• Determining and agreeing with the Board any performance-
related pay schemes for senior management; and

• Overseeing any major changes in employee benefi t 
structures throughout the Group.

The Committee takes into consideration the pay and 
conditions of employment for employees when considering 
executives’ remuneration.

The Committee is authorised to investigate any activity 
within its terms of reference and to seek any information that 
it requires from any employee. It has the right to consult 
professional advisers or, if it is not satisfi ed with the advice 
received, seek further independent professional advice at the 
Company’s expense. 

Meetings 
The Committee meets at least four times a year and any two 
members constitute a quorum.

The Directors’ Remuneration Report, which describes the 
Committee’s functions and its remuneration policies in more 
detail, is set out on pages 48 to 59.

Terms of reference
The Remuneration Committee’s terms of reference can be 
viewed on our website at www.esuregroup.com/investors
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objectives and ultimately delivers returns for our shareholders. 
I look forward to continued and regular engagement such 
as this. 

As was set out in the Company’s prospectus at the time of 
Listing, the balance between annual and long-term variable 
pay is currently weighted to the long-term. Flexibility has 
been incorporated into the maximum limits to allow for this 
weighting to be adapted, if appropriate, during the life of this 
remuneration policy. However, the Committee would engage 
with major shareholders before changing the annual bonus 
or performance share award limits from their current levels.

Payments for 2013 and 2014
The salaries for the Chairman and Executive Directors and the 
fee levels for the Non-Executive Directors were set on Listing 
and no changes are proposed to these for 2014. 

The annual bonus for 2013 was calculated in two parts, 
refl ecting the diff erent plans in place pre and post-Listing. 
The bonus for 2013 was based on trading profi t performance 
and aggregate bonuses of 32% and 24% of salary have been 
awarded to the CEO and CFO respectively. There is no change 
to the maximum bonus opportunity for 2014 (which is 75% of 
salary for the CEO and 50% of salary for the CFO). However, 
personal and customer measures have been introduced which 
will account for 25% of the overall bonus opportunity for 
2014 (the remainder will continue to be based on trading 
profi t performance). 

The Company operates a Performance Share Plan (“PSP”) as 
its long-term incentive vehicle. The fi rst awards were granted 
under the plan on Admission and are subject to challenging 
Earnings per Share (“EPS”) and relative Total Shareholder 
Return (“TSR”) targets. The awards for 2014 will also be based 
on EPS and TSR. In 2014, the TSR condition, which accounts 
for one-third of the award, will be the same as that set for the 
2013 award. The EPS target for the 2014 awards will require 
EPS growth of 15% to 39% over the three-year performance 
period, before payment. The Remuneration Committee 
considers these targets to be challenging given the current 
market conditions, providing the opportunity for management 
to receive some reward if they do very well in diffi  cult 
conditions but with exceptional performance required for full 
vesting. These targets should not be interpreted as providing 
guidance on the Group’s performance over the relevant period.

The Executive Directors have agreed to retain any shares 
vesting under the PSP (net-of-tax) for a six-month period 
post-vesting and in 2014 the Remuneration Committee will 
review the holding requirement again. 

I believe that the remuneration received by our Executive 
Directors in respect of the fi nancial year 2013 fairly rewards 
them for the business performance achieved, and also that 
their remuneration arrangements for the year ahead will 
appropriately incentivise and reward them to deliver our 
business strategy and returns for our shareholders.

I trust that this report provides a clear and helpful explanation 
of our remuneration policy and that we will receive your 
support at our AGM to be held on 13 May 2014. 

Yours sincerely

Dame Helen Alexander
Chairman of the Remuneration Committee

Directors’ remuneration report

Annual 
statement

As Chairman of the Remuneration Committee, I am pleased to 
introduce our report on Directors’ Remuneration for this, the 
fi rst year of being listed. In accordance with the new directors’ 
remuneration reporting regulations, the report is divided into 
three sections:

1. This Annual Statement which summarises the major 
decisions taken in respect of the Directors’ remuneration; 

2. The Directors’ Remuneration Policy setting out the 
remuneration policy for the Company’s Directors; and

3. The Annual Report on Remuneration. This sets out how the 
Committee will implement the Directors’ Remuneration 
Policy for the fi nancial year ending 31 December 2014 and 
also the remuneration payable in respect of the fi nancial 
year ended 31 December 2013.

The Directors’ Remuneration Policy will be subject to a binding 
shareholder vote and this Annual Statement and the Annual 
Report on Remuneration will be put to an advisory shareholder 
vote at our forthcoming AGM on 13 May 2014.

Our remuneration policy
2013 has been a year of great change for the Group. 
In preparation for Listing, the Committee gave careful 
consideration to the revision of the Group’s remuneration 
policy to ensure that it was appropriate for the listed 
company environment and to drive our business strategy. 
I would like to take this opportunity to explain some of the 
key elements of our remuneration policy.

Through its overall remuneration policy, the Group seeks to 
attract and retain the best talent for the benefi t of the Business 
and to align the interests of Executive Directors, senior 
management and employees with the long-term interests of 
shareholders and other stakeholders. To that end, the policy 
aims to provide appropriate reward for good performance 
without creating incentives that will encourage excessive 
risk taking.

The Committee is conscious that there should be no reward 
for failure. To this end annual bonus payments and the 
vesting of long-term incentive awards can be scaled back if 
the Committee believes that they represent an excessive 
proportion of the Group’s overall profi t. The Committee can 
also scale back annual bonus payments in the event of, inter 
alia, risk or regulatory compliance issues and claw back annual 
bonus and long-term incentive awards paid in the event of 
fi nancial misstatement, an error in the performance condition 
assessment or gross misconduct.

During the latter part of 2013 and early part of 2014, I met 
with a number of our largest institutional shareholders to 
discuss our remuneration policy and respond to any queries 
that they had. This provided an excellent opportunity to have a 
full and open dialogue with some of our investors, to explain 
our remuneration strategy and how the Committee believes 
this supports and drives the Group’s strategic business 
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This Directors’ Remuneration Policy (the ‘Policy’) will operate 
from 1 January 2014 and become formally eff ective on 
13 May 2014, subject to approval from shareholders through 
a binding vote at the 2014 Annual General Meeting (“AGM”). 

Policy overview
The Group seeks to attract and retain the best talent for the 
benefi t of the Business and to align the interests of Executive 
Directors, senior management and employees with the 
long-term interests of shareholders and other stakeholders. 
To that end, the Group’s remuneration policies aim to provide 
appropriate reward for good performance without creating 
incentives that will encourage excessive risk taking. In setting 
the Policy, the Remuneration Committee has regard to the 
provisions within the FCA’s Remuneration Code (even though 
the Group is not required to comply with that code) and to 
the anticipated requirements of Solvency II. In particular, the 
Committee considers carefully the link between remuneration 
and risk and there is cross-membership of the Risk Committee 
and the Remuneration Committee. As well as fi nancial risk, 
this also ensures that there is an appropriate focus on 
Environment, Safety and Governance (“ESG”) issues.

Consideration of shareholder views
The Committee has discussed with major shareholders the 
Policy to be put to shareholders at the 2014 AGM. In the event 
that future changes to the Policy are proposed, the Committee 
would consult with its major shareholders in advance of 
changes being made. The Committee will also consider any 
shareholder feedback received in relation to the AGM at the 
next scheduled meeting a er the AGM and any other feedback 
received at any other time as part of the review of Executive 
Directors’ remuneration.

Consideration of employment conditions elsewhere in 
the Company
The Committee regularly reviews remuneration trends across 
the Group, including the diff erential between the total 
remuneration at the highest and lowest levels of employees 
within the Group; and these were taken into account when 
setting the Policy. However, there has been no formal 
consultation with employees in determining the Policy. 

The table overleaf summarises the key elements of the Policy.
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Purpose and link to strategy Operation
Salary
To pay Executive Directors at a level 
commensurate with their contribution 
to the Group and appropriately 
based on skill, experience and 
performance achieved.

Set at a level that maintains an 
appropriate balance between fi xed 
and variable pay ensuring good risk 
management and no undue emphasis 
on variable pay.

Takes account of individual performance, experience and responsibilities and pay as well as 
conditions in the workforce.

Set with reference broadly to mid-market levels and to remuneration generally within the Group 
and other appropriate comparator companies. 

Normally reviewed annually with changes eff ective from 1 January.

Paid monthly in cash three weeks in arrears and one week in advance.

Annual bonus
Incentivises and rewards annual 
delivery of fi nancial and non-fi nancial 
objectives.

The Committee sets the performance measures, targets and the weighting between them annually to 
refl ect the key priorities for the Business for the year ahead and may vary them from year-to-year. 

All or a majority of the annual bonus will be weighted to one or more fi nancial measures set on a 
sliding scale basis. Non-fi nancial metrics (up to a maximum of 25% of the total bonus) may be set 
by the Committee if it determines it appropriate.

The Committee has overriding discretion to scale back annual bonus payments in the event of, 
inter alia, risk or regulatory compliance issues and in the event that the level of bonus represents 
an excessive proportion of the Group’s overall profi t.

The Committee may claw back bonuses already paid in the event of fi nancial misstatement, an error 
in the performance condition assessment or gross misconduct.

Bonuses are paid in cash.

Performance Share Plan (“PSP”)
To encourage and reward delivery 
of the Group’s longer-term 
strategic objectives.

Aligns the interests of Executive 
Directors with the interests of 
shareholders through the use of shares.

EPS is a measure of the Company’s 
overall fi nancial success and TSR 
provides an external assessment of the 
Company’s performance. It also aligns 
the rewards received by Executive 
Directors with the returns received 
by shareholders.

Awards are made annually. Awards vest subject to continued employment and satisfaction of 
applicable performance measured over three years.

Rewards can be made as contingent share awards or nil cost options.

Performance conditions are based on relative TSR and growth in EPS. The Committee may use 
alternative measures for future awards if it deems this appropriate. However not less than one-third 
of the total award will be determined by relative TSR.

The Committee has an overriding discretion to scale back vesting of the awards in the event that the 
level of vesting represents an excessive proportion of the Group’s overall profi t.

The Committee may claw back awards paid in the event of fi nancial misstatement, an error in the 
performance condition assessment or gross misconduct.

Dividend equivalents may be payable on vested shares in respect of dividends earned over the 
vesting period.

50% of any vested awards (net of tax) must be held until the minimum shareholding requirement 
is met (see below). 

Pension
Provided on a market-competitive basis, 
aids retention and follows the general 
reward structure.

Encourages and assists with responsible 
provision for retirement.

Pension contributions and/or a cash allowance (where the lifetime allowance or annual contribution 
limit is exceeded) of 16% of salary.

Benefi ts
To provide market-competitive benefi ts.

To ensure well-being of Executive 
Directors.

To aid retention of our best people.

Benefi ts include but are not limited to:

• Family private health care;

• Death in service life assurance; and

• Participation in HMRC all-employee share plans.

Shareholding guidelines
Alignment of interests of Executive 
Directors and shareholders.

Executive Directors are required to build up shareholdings through the retention of vested PSP 
awards. 50% of any vested PSP awards (net of tax) must be retained until the share ownership 
guidelines has been achieved.

Chairman’s remuneration and 
Non-Executive Director fees
To remunerate the Chairman and 
Non-Executive Directors in an 
appropriate way.

Chairman
The salary and any contractual benefi ts for the Chairman are determined by the Remuneration 
Committee.

Non-Executive Directors
Fees for Non-Executive Directors are determined by the Chairman and the Executive Directors.

The Chairman and Executive Directors are guided by market data for similar Non-Executive roles in 
other companies of a similar size and complexity as well as the experience and time commitment 
of its Non-Executive Directors.
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Opportunity
Details of the current salaries for the CEO and CFO are set out in the 
Annual Report on Remuneration. There is no prescribed maximum 
annual increase. However, the Committee is guided by the general 
increase for the broader employee population.

Larger increases may be awarded where the Committee 
determines it appropriate to take into account a change in role 
and/or responsibilities, a signifi cant change in the size, composition 
and/or complexity of the Group, the increased experience or 
performance in role of the Executive or where other exceptional 
circumstances exist.

The maximum bonus opportunity under the Policy has been set at 
125% of salary for the CEO and 100% of salary for the CFO.

Bonuses for 2014 will be a maximum of 75% of salary for the CEO 
and 50% of salary for the CFO.

No more than 25% of the maximum opportunity is payable for 
threshold performance.

The maximum award limit under the Policy is 200% of salary (face 
value at date of grant) being the maximum under the plan rules.

25% of the award vests for threshold performance with a sliding 
scale of targets to 100% vesting for maximum performance. 

Threshold vesting under the relative TSR measure is for median 
ranking or above.

Award levels for 2014 will be limited to 175% of salary for the 
CEO and 150% of salary for the CFO.

Maximum is 16% of salary.

There is no prescribed maximum value. The value is the cost to 
the Group. The cost of the benefi ts provision is reviewed by the 
Committee on a periodic basis.

All employee share plans are subject to maximum limits as set 
by HMRC.

150% of base salary for all Executive Directors.

Details of the current salary of the Chairman and the fee levels 
for the Non-Executive Directors are set out in the Annual Report 
on Remuneration.

There is no prescribed maximum annual increase. Total fees will not 
exceed the amount specifi ed in the Group’s Articles of Association 
of £2,000,000.

Notes to the Policy Table

(1)  A description of how the Committee intends to 
implement the Policy in 2014 is set out in the Annual 
Report on Remuneration page 54.

(2)  EPS is a key fi nancial performance for the Group 
providing a good assessment of profi tability, dividend 
cover and effi  cient use of share capital to fund the 
Business. TSR is measured against other companies 
and therefore provides a good measure of relative stock 
market performance, with management only being 
rewarded for the delivery of superior stock market levels 
of return. A blend of these measures is considered to be 
a complementary mix of fi nancial and stock market 
performance and focuses on sustainable increases 
to profi tability and superior stock market returns. 
The Committee, in selecting performance measures 
and setting targets, ensures that there is a strong link 
between the strategies adopted for the Business and 
the targets set for each PSP award and annual bonus 
cycle. Performance targets will be set annually prior 
to awards being made with regard to the business 
strategy and economic and market environment at 
that time. The Committee has the discretion to vary 
the performance conditions and vesting periods set for 
an existing PSP award in exceptional circumstances 
provided an event has occurred which causes the 
Committee to consider that it would be appropriate 
to do so and provided that the altered performance 
condition is, in the reasonable opinion of the 
Committee, not materially less diffi  cult to satisfy than 
the unaltered condition would have been but for the 
event in question. The Committee shall act fairly and 
reasonably in making the alteration.

(3)  The PSP plan rules contain various discretions which 
may be exercised by the Committee in the operation 
of the plan. Those discretions were set out in the 
Prospectus for the Group’s Listing and are incorporated 
into the Policy by reference. 

(4)  Where appropriate the Committee aims for as much 
consistency as possible between the remuneration 
policy for Executive Directors and for employees across 
the Group as a whole. For example all employees 
(including Executive Directors) participate in similar 
pension and benefi ts arrangements, and all participate 
in an annual bonus plan or profi t sharing plan. The key 
diff erence is that only senior employees participate in 
the PSP, which is considered appropriate as senior 
executives are more able to infl uence the long term 
strategic (as opposed to operational) success of the 
Business, as evidenced by long-term EPS and TSR 
performance. The Company encourages and helps 
facilitate share ownership by all employees by off ering 
participation in the Company’s Save As You Earn Plan. 

 For the avoidance of doubt, in approving this Policy, 
authority is given to the Company to honour any 
commitments entered into with current or former 
Directors (such as, the payment of a pension or the 
vesting or exercise of past share awards) that have 
been disclosed in the prospectus for the Company’s 
Listing and/ or the Company’s Annual Report on 
Remuneration. Details of any payments to former 
Directors will be set out in the Annual Report on 
Remuneration as they arise. 
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Illustrations of application of remuneration policy
The following chart provides an indication of the remuneration 
that each Executive Director might receive in accordance with 
the Policy to be implemented in 2014 in respect of minimum 
(fi xed pay), on-target and maximum performance. 

The following assumptions have been made in compiling these 
illustrations of remuneration.

1. Fixed pay for all three scenarios is based on salary levels for 
2014, the cost of supplying the benefi ts received for 2013 
and the current pension Policy applied to 2014 salary;

2. For illustrative purposes on-target performance under the 
annual bonus and PSP is shown at 50% of maximum; 

3. Consistent with the Policy to be applied in 2014, the 
maximum bonus opportunity is shown as 75% of salary 
for the CEO and 50% of salary for the CFO. The PSP grant 
level is 175% of salary for the CEO and 150% of salary for 
the CFO; and

4. No assumptions are made as to share price growth and 
dividend accrual, and these have been excluded from 
the analysis.
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Approach to recruitment remuneration
The Committee will aim to set a new Executive Director’s 
remuneration package in line with the Policy approved by 
shareholders.

In arriving at a total package and in considering quantum 
for each element of the package, the Committee will take 
into account the skills and experience of a candidate, the 
market rate for a candidate of that experience, as well as the 
importance of securing the preferred candidate. Annual bonus 
potential will not exceed 125% of salary and long-term 
incentives will not exceed 200% of salary (not including any 
arrangements to replace forfeited deferred remuneration). 
Participation in the annual bonus plan will normally be 
pro-rated for the year of joining and diff erent performance 
measures may be set from those applying to the other 
Executive Directors, if it is appropriate to do so to refl ect 
the individual’s responsibilities and the point in the year 
in which they joined the Board. 

The Committee may make additional cash and/or share-based 
awards (on a one-off  basis) as it deems appropriate and if the 
circumstances so demand to replace deferred pay forfeited 
by an Executive Director on leaving a previous employer. 
The Committee has the discretion to make these awards under 
the PSP in excess of the 200% of salary limit or as permitted 
under the Rule 9.4.2 of the Listing Rules (which allows 
companies to make one-off  share awards in exceptional 
circumstances, including recruitment). Awards to replace 
deferred remuneration forfeited would, where possible, be 
consistent with the awards forfeited in terms of delivery 
mechanism (cash or shares), time horizons, attributed expected 
value and whether or not they were subject to performance 
conditions. Other payments may be made in relation to 
relocation expenses, recruitment from abroad, legal and 
other costs reasonably incurred by the individual in relation 
to their appointment or the relocation of an existing Executive 
Director. In the case of an internal appointment, any variable 
pay element awarded in respect of the prior role would be 
allowed to vest according to its original terms, or adjusted if 
appropriate to take into account the appointment.

For the appointment of a new Chairman or Non-Executive 
Director, the fee would be set in accordance with the approved 
Policy in force at that time. The length of service and notice 
periods shall be set at the discretion of the Committee 
taking into account market practice, corporate governance 
considerations and the particular candidate at that time. 

Service contracts and policy on payment for loss of offi  ce
The Company’s policy is that service contracts do not have 
a specifi c duration but may be terminated with 12 months’ 
notice from the Company or the Executive Director. 

Under their letters of appointment Non-Executive Directors 
serve for an initial three-year period subject to annual 
reappointment at the AGM. Non-Executive Directors’ 
appointment is terminable by either party on three months’ 
written notice except where the Director is not reappointed 
by shareholders, in which case termination is with immediate 
eff ect. The appointment letters for the Non-Executive Directors 
provide that no compensation is payable on termination, other 
than for accrued fees and expenses. 

The Directors’ service contracts and letters of appointment are 
available for inspection at the Group’s registered offi  ce.

The obligations of the Group in respect of remuneration and 
payments for loss of offi  ce are set out on the next page. 

Under their service contracts the Executive Directors are 
entitled to salary (reviewed annually), pension contributions 
and benefi ts. The Chairman is entitled to salary (reviewed 
annually), private health cover and use of a driver (for business 
and a portion of personal travel) and these are payable for 
their notice period with an obligation to mitigate. 

The service agreements of the Chairman and the Executive 
Directors can be terminated by not less than 12 months’ notice 
by either party. The Company may put the Chairman and the 
Executive Directors on gardening leave during their notice 
period, and can elect to terminate employment by making a 
payment in lieu of notice equivalent to up to 12 months’ 
salary. This payment may be made as either a lump sum on 
termination or with an amount equivalent of up to six months’ 
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salary payable in a lump sum on termination and six months’ 
salary payable in monthly instalments from the seventh month 
to the twel h month, subject to off set against any earnings 
elsewhere during that period in any new role. In addition, 
statutory entitlements or sums to settle or compromise claims 
in connection with a termination would be paid as necessary.

The Committee has a policy framework for payments for loss of 
offi  ce by an Executive Director, both in relation to the service 
contract and incentive pay, which is summarised below. 

The recent performance of the Executive Director will be 
taken into account as a determining factor in the reason for 
the cessation and, therefore, the termination payment and 
exercise of the Committee’s discretion as are set out below. 

Category A Category B Category C

Voluntary resignation and 
termination for cause

Agreed terms Death or cessation by reason of 
disability, injury, or where the 
individual’s employing 
business leaves the Group 

Base salary, pension 
and benefi ts.

Paid only until employment 
ceases.

Paid for the notice period, 
subject to mitigation.

Paid only until employment 
ceases or for notice period 
(subject to mitigation) 
depending on the reason 
for cessation.

Annual bonus. No entitlement. Treatment will normally fall 
between A and C, subject to 
the discretion of the Committee, 
the terms of any termination 
agreement and the reasons 
for the Executive Directors’ 
departure.

Cessation during the fi nancial 
year or a er the fi nancial year 
end, but before payment date, 
may result in bonus being 
payable (pro-rated for the 
proportion of the fi nancial year 
worked unless the Committee 
determines otherwise).

PSP awards. Vested unexercised, and 
unvested long-term incentive 
awards lapse on cessation 
of employment.

Treatment will normally fall 
between A and C, subject to 
the discretion of the Committee, 
the terms of any termination 
agreement and the reasons 
for the Executive Directors’ 
departure.

Awards will normally vest 
at the usual time subject to 
performance conditions 
being met. 
In the event of death of a 
participant, awards will typically 
vest early. In other exceptional 
circumstances, awards may vest 
early subject to performance 
at the date of cessation 
of employment.
Awards are usually scaled back 
pro rata to refl ect the shorter 
period of service (but with the 
Committee having discretion 
not to scale back or to reduce 
the scale back).

Other payments. None. Possible disbursements such as legal costs and 
outplacement services.

Note 1 – If the Committee determines, in the circumstances of a leaver, that a PSP award shall vest before the end of the full performance period then (where the 
performance condition does not specifi cally provide for early measurement), the Committee has the discretion to determine, on such reasonable basis as it 
decides, whether the performance condition has been satisfi ed. 

Provisions on a takeover and other corporate events
In the circumstances of a takeover or other corporate event, 
outstanding PSP awards will vest at that time subject to 
satisfaction of the applicable performance conditions and 
scaled back to take account of the shorter period of service 
(but with the Committee having discretion not to scale back or 
to reduce the scale back if it considers it appropriate to do so). 
Where the performance condition under the PSP does not 
specifi cally provide for early measurement, the Committee 
has the discretion to determine, on such reasonable basis 
as it decides, whether the performance condition has 
been satisfi ed.

In the event of a takeover or other corporate event the 
Committee shall determine the extent (if at all) that any 
applicable performance targets have been achieved under 
the annual bonus plan taking into account such factors as it 
considers appropriate given the curtailed performance period. 

External appointments of Executive Directors
The Executive Directors may accept outside appointments, 
with prior Board approval, provided these opportunities do 
not impact negatively on the individual’s ability to perform 
their duties at the Group and the Committee shall decide 
whether the Executive Director may retain the fee payable 
for such appointments. 
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Annual Report on 
Remuneration

Annual Report on Remuneration
This report, together with the Annual Statement by the Chairman of the Remuneration Committee, will be put to an advisory 
shareholder vote at the 2014 AGM. The information that has been audited is separately identifi ed as audited.

How the remuneration policy will be applied for the year ending 31 December 2014 
A summary of how the Policy will be applied during the forthcoming year is set out below.

Salaries for Executive Directors
The Executive Directors salaries were reviewed in November 2013. Salaries were set for the Listing in 2013 and the Committee 
has decided not to increase salaries for 2014.

The table shows the salaries as at 27 March 2013 as this was the date of Listing and the time at which the Executive Directors’ 
new remuneration packages became eff ective:

Salary as at 
1 January 2014

Salary as at 
27 March 2013 % increase 

Stuart Vann (CEO) £475,000 £475,000 0%

Darren Ogden (CFO) £310,000 £310,000 0%

Salary for the Chairman 
The Chairman’s salary has not been increased for 2014. The current salary is as follows:

Salary as at
1 January 2014

Salary as at 
27 March 2013 % increase

Chairman £730,000 £730,000 0%

Fees for the Non-Executive Directors 
The Non-Executive Directors’ fees have not been increased for 2014. A summary of current fees policy is as follows:

2014 2013 % increase

Deputy Chairman and Senior Independent Director * £125,000 £125,000 0%

Base fee £60,000 £60,000 0%

Committee Chairman £10,000 £10,000 0%

* The role of Deputy Chairman and Senior Independent Director is held by one person for which a single annual fee is payable encompassing all Board duties.

Annual bonus
The maximum bonus potential for the year ending 31 December 2014 will remain at 75% of salary for the CEO and 50% of 
salary for the CFO. The performance measures will be Group trading profi t for 75% of the maximum bonus available and 
personal and customer performance measures for the remaining 25%. The forward-looking targets are considered to be 
commercially sensitive.

Performance Share Plan (“PSP”)
PSP awards to be granted to the CEO in 2014 will be over shares worth 175% of salary and to the CFO 150% of salary (the 
same as 2013). The 2014 awards will be subject to two independent performance conditions. Two-thirds of the award will 
be determined by reference to growth in earnings per share and one-third will be determined by reference to relative total 
shareholder return as set out below. Performance will be measured over a three-year period beginning on 1 January 2014. 
Awards will vest, subject to performance, on the third anniversary of the date of grant. 

Performance condition Threshold (25% vesting)1 Maximum (100% vesting)1

Earnings per share growth 15% over the 3 year 
performance period

39% over the 3 year 
performance period

Relative total shareholder return against the constituents of the 
FTSE 250 at the date of grant (excluding investment trusts and 
the Company)

Median 
performance

Upper quartile 
performance

1 There will be straight-line vesting in between these points.
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The TSR target and the maximum EPS growth target are the same as those set for the 2013 awards. The EPS range has been set 
taking into account current market conditions. The Committee is confi dent that these targets are appropriately challenging given 
the market conditions. The Company has discussed the performance targets being set for the 2014 PSP awards with a number of 
its largest institutional shareholders. 

Remuneration payable for the fi nancial year 2013 (1 January 2013 – 31 December 2013) (audited)
The table below sets out the remuneration received by the Directors in relation to performance in 2013. 

At 31.12.13 Salary & fees
Taxable 

benefi ts1, 2 Pension
Annual 
bonus5

Long-term6 
incentives Total

Executive Directors

Stuart Vann7 £439,516 £737 £70,3234 £152,000 £662,576

Darren Ogden8 £283,978 £737 £45,437 £73,780 £403,932

Andrew Whitehouse9 £211,928 £675 £33,908 £246,511

Chairman

Peter Wood3 £734,731 £82,856 £817,587

Non-Executive Directors

Dame Helen Alexander £125,000 £125,000

Anthony Hobson £70,000 £70,000

Anne Richards £58,817 £58,817

Peter Ward £78,817 £78,817

Mike Evans10 £33,500 £33,500

Shirley Garrood11 £25,161 £25,161

David Calder12

Charles Schrager von Altishofen12

María Dolores Dancausa13 £3,710 £3,710

At 31.12.12
The 2012 fi nancial year was prior to the Group’s listing Salary & fees

Taxable 
benefi ts1, 2 Pension

Annual 
bonus

Long-term6

incentives Total

Executive Directors

Stuart Vann7 £317,026 £737 £50,725 £95,485 £463,973

Darren Ogden8 £166,583 £737 £18,634 £40,760 £226,714

Andrew Whitehouse9

Chairman

Peter Wood3 £750,000 £131,478 £150,100 £1,031,578

Non-Executive Directors

Dame Helen Alexander £125,000 £125,000

Anthony Hobson £70,000 £70,000

Anne Richards £4,889 £4,889

Peter Ward £55,000 £55,000

Mike Evans10

Shirley Garrood11

David Calder12

Charles Schrager von Altishofen12

María Dolores Dancausa13

1  The Executive Directors include family private health care and death in service life assurance. The Chairman’s benefi ts include private health care and the use 
of a driver. 

2  Estimated value of benefi ts for the Chairman a er deducting qualifying business usage from the total cost of the benefi t provided by the Company. 
Qualifying business usage is subject to agreement with HMRC and any resulting adjustments will be disclosed in the 2014 annual report.

3 1 January 2013 to 26 March 2013 based on annual salary of £750,000 and 27 March 2013 to 31 December 2013 based on an annual salary of £730,000.
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4 This comprises 16% of salary in cash allowance in lieu of pension/pension contribution.

5 This relates to the payment of the annual bonus for the year ending 31 December 2013. Further details are provided below.

6 There were no long-term incentives with performance periods ending in the fi nancial years 2013 and 2012.

7 Stuart Vann’s 2013 remuneration comprises pre- and post-Listing amounts for each element as follows:

Salary 
& fees

Taxable1, 2

benefi ts Pension4

Annual5

bonus
Long-term6

incentives Total

Pre-Listing £76,882 £174 £12,301 £35,625 £124,982

Post-Listing £362,635 £563 £58,021 £116,375 £537,594

£662,576

8 Darren Ogden’s 2013 remuneration comprises pre and post listing amounts for each element as follows:

Salary 
& fees

Taxable1, 2 
benefi ts Pension

Annual5

bonus
Long-term6

incentives Total

Pre-Listing £47,312 £174 £7,570 £23,250 £78,306

Post-Listing £236,666 £563 £37,867 £50,530 £325,626

£403,932

9 Andrew Whitehouse resigned as a Director on 25 February 2013.

10 Mike Evans was appointed to the Board on 10 June 2013 and did not provide services to the Group in any other capacity in 2013.

11 Shirley Garrood was appointed to the Board on 31 July 2013 and did not provide services to the Group in any other capacity in 2013.

12  While neither David Calder nor Charles Schrager von Altishofen received a fee, Penta Capital LLP received a monitoring fee of £50,000 per annum in aggregate 
in respect of the performance of their duties as Non-Executive Directors. Both David Calder and Charles Schrager von Altishofen retired from the Board on 
Admission, and the arrangement whereby the Group paid a monitoring fee to Penta Capital LLP terminated. There were no additional payments made in respect 
of the termination of this arrangement or the retirement of these two individuals.

13 María Dolores Dancausa was appointed to the Board on 9 December 2013 and did not provide services to the Group in any other capacity in 2013.

Annual bonus for the year ending 31 December 2013 (audited)
The annual bonus payments shown in the total remuneration table were based on Group trading profi t as measured over the 
2013 fi nancial year. The annual bonus was calculated in two parts refl ecting the diff erent plans in place pre and post-Listing. 
The annual bonus payable in respect of the period from 1 April 2013 to 31 December 2013, under the post-Listing remuneration 
Policy, is set out below:

Executive
Maximum 

Opportunity
Actual Trading 

Profi t
Actual % salary

payable1

Actual 
£ value2

Stuart Vann 75%
Between 

threshold 
and target

24.5% £116,375

Darren 
Ogden 50% 16.3% £50,530

1 Pro-rated to represent the period from 1 April 2013 to 31 December 2013.

2 For the period from 1 April 2013 to 31 December 2013.

Annual bonus payable

£130.6m

Threshold
(25% payout)

Target
(50% payout)

Maximum
(100%)

For the period from 1 January 2013 to 31 March 2013, trading profi t targets were set relating to performance in the fi rst quarter 
of the year. These were achieved in full resulting in a bonus payable for that three month period of £35,625 for the CEO and 
£23,250 for the CFO (being 30% of salary pro-rated for three months). 

The aggregate bonuses for 2013 were therefore £152,000 for the CEO and £73,780 for the CFO (32.0% and 23.8% of 
post-Listing salary respectively).

The scale of the trading profi t targets has not been disclosed as it is deemed by the Committee to be commercially 
sensitive information.

The Remuneration Committee has discretion to scale back annual bonus payments in the event of, inter alia, risk or regulatory 
compliance issues and also in the event that the level of bonus represents, in the Committee’s view, an excessive proportion of 
the Group’s overall profi tability. There were no events in 2013 which led the Committee to determine that a scale back of the 
annual bonus payment was appropriate. In addition, the Committee did not consider that the level of bonus represented an 
excessive proportion of the Group’s overall profi tability such that it should be scaled back. 
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Vesting of long-term incentive awards for performance periods ending during the year ending 31 December 2013 (Audited)
There were no PSP awards, the vesting of which is determined by performance periods ending during the year ending 
31 December 2013.

PSP awards made during the year (audited)
On 27 March 2013, the fi rst awards under the PSP were made to the Executive Directors as follows. 

Executive Type of award
Basis of 

award granted

Share 
Price 

on date 
of grant

Number of 
shares over 

which the 
award was 

granted
Face value 

of award

% of face value 
which would 

vest at threshold
 Performance period 
determining vesting 

Stuart Vann Performance 
share

175% of 
salary 

£2.96 286,637 £831,247 25% of total award
8.33% under 
TSR condition 

(1/3 of total award)
16.66% under 
EPS condition 

(2/3 of total award)

TSR condition – 
Date of listing to 

31 December 2015
EPS condition – 

3 years to 
31 December 2015

Darren Ogden Performance 
share

150% of 
salary 

£2.96 160,344 £464,998

The vesting of the awards is subject to the satisfaction of performance conditions set by the Committee as set out below. The 
awards will normally vest on the third anniversary of grant, subject to determination of the performance conditions. The face 
value of the award has been calculated using the Listing off er price of £2.90 as this was the basis for the calculation of the award 
as determined by the Committee. The award was granted in the days following Listing, with the share price on the date of grant 
being £2.96. 

Outstanding PSP awards (audited)
The table below sets out details of Executive Directors’ outstanding share awards.

Executive Scheme Grant date
Exercise 

price

Number of 
shares at 

1 January 
2013

Granted 
during 

year

Vested 
during 

year

Lapsed 
during 

year

Number of 
shares at 31 

December 
2013

End of 
performance 

period
Vesting 

date
Exercise 

period

Stuart Vann PSP 27/03/13 n/a – 286,637 – – 286,637 31/12/15 27/03/16 n/a

Darren Ogden PSP 27/03/13 n/a 160,344 – – 160,344 31/12/15 27/03/16 n/a

Sharesave 06/09/13 194p – 4,639 – – 4,639 n/a 01/11/16 01/11/16-
30/04/17

Outstanding PSP awards
2013 PSP award – Awards are subject to an Earnings Per Share (“EPS”) growth target for two-thirds of the award and a relative 
Total Shareholder Return (“TSR”) target for one-third of the award. 

EPS target – 25% of this part of the award subject to the EPS growth target vests for EPS growth over a three-year period (from 
the 2012 EPS) of 21% and rising to 100% vesting for EPS growth of 39%. Vesting in between threshold and maximum vesting is 
on a straight-line basis.

TSR target – the Group’s TSR is ranked against the constituents of the FTSE 250 index at the date of grant (excluding investment 
trusts and the Company). 25% of this part of the award subject to the TSR target vests for median performance rising on a 
straight-line basis to 100% vesting for upper quartile ranking or above. TSR is measured over the period starting with the Listing 
date and ending on 31 December 2015. The TSR target uses as a starting point the IPO Off er Price for the Company and the 
opening net return index on the date of Listing for the comparator companies and ends with a three month average at the end 
of the performance period.

Sourcing of shares 
In compliance with the ABI guidelines, the rules of the PSP, the Group 2013 Sharesave Plan (the “Sharesave Plan”) and Share 
Incentive Plan (“SIP”) provide that, in any period of ten calendar years, not more than 10% of the Company’s issued ordinary 
share capital may be issued under the PSP, Sharesave Plan or SIP and any other employee share scheme adopted by the 
Company. In addition, the PSP provides that in any period of ten calendar years, not more than 5% of the Company’s issued 
ordinary share capital may be issued under the PSP and any other executive share plan adopted by the Company.
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Directors’ shareholdings and share interests (audited)
To align the interests of the Executive Directors with shareholders, Executive Directors are required to build up shareholdings 
equivalent to 150% of salary, through the retention of shares vesting under the Company’s share plans. Executive Directors are 
required to retain at least 50% of their net-of-tax value of any vested PSP awards, until such time as the share ownership target 
has been met. 

Director

Benefi cially 
owned at 
27 March 

20131

Benefi cially 
owned at 

31 December 
2013

Outstanding 
PSP awards with 

performance 
conditions

Outstanding 
Sharesave awards 

without 
performance 

conditions

Shareholding 
guideline 

(% of salary)

Shareholding as 
% of salary
achieved at 

31 December 
2013*

Stuart Vann 2,095,042 2,095,042 286,637 – 150% 1102%

Darren Ogden 1,210,498 1,210,498 160,344 4,639 150% 975%

Peter Wood 128,609,655 128,609,655 – – – –

Dame Helen Alexander 86,351 86,351 – – – –

María Dolores Dancausa – – – – – –

Mike Evans – – – – – –

Shirley Garrood – – – – – –

Anthony Hobson 236,187 236,187 – – – –

Anne Richards – – – – – –

Peter Ward 236,187 236,187 – – – –

David Calder2 – – – – – –

Charles Schrager von Altishofen2 – – – – – –

* Calculated using a share price of 249.8p (as at 31 December 2013).

Andrew Whitehouse resigned from the Board on 25 February 2013 and therefore is not shown above as he was not on the Board on 27 March 2013.

1  Table shows benefi cial ownership in shares as at 27 March 2013 being the date of Listing or appointment if later. Prior to this date there were several classes 
of share in existence which would not necessarily correspond to shares being held at the year end.

2 David Calder and Charles Schrager von Altishofen retired from the Board on Admission.

Between 31 December 2013 and 7 March 2014 there were no transactions in the Company’s shares by the Directors.
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Performance graph 
The chart above shows the Company’s TSR performance 
against the performance of the FTSE 250 index (excluding 
investment trusts) from 27 March 2013 being the fi rst day of 
Listing to 31 December 2013. The FTSE 250 index (excluding 
investment trusts) was chosen as being a broad equity market 
index, which includes companies of a comparable size and 
complexity. 

This graph shows the value, by the 31 December 2013, of 
£100 invested in esure Group plc on 27 March 2013 (the 
date of Listing) compared with that of £100 invested in the 
FTSE 250 index (excluding investment trusts). 

Percentage change in Chief Executive Offi  cer’s remuneration
The table below shows the percentage year-on-year change 
in salary, benefi ts and annual bonus earned between the 
year ended 31 December 2013 and the year ended 
31 December 2012 for the CEO compared to the average 
esure Group employee during the year.

Salary Benefi ts Annual Bonus

CEO1 38.6% 0.0% 59.2%

Employee Increase2 0.55% 0.0% 10.8%

1 Stuart Vann became CEO in February 2012 and on Admission received 
salary and bonus opportunity commensurate with that position.

2 Refl ects the change in average pay for employees employed in both the year 
ended 31 December 2012 and the year ended 31 December 2013.

CEO total remuneration 2013
The table below shows the total remuneration fi gure for the 
CEO in 2013. There were no long-term incentive awards where 
vesting is determined by a performance period ending in the 
year of the report.

Total remuneration 2013 Annual bonus (% of max) PSP vesting (% of max)

£662,576 50.2% N/A

Our comparator group consists of all employees.



Governance

esure Group Annual Report 2013 59

Strategic Report

Financial Statements

Relative importance of the spend on remuneration
The chart below, shows for 2013, the actual expenditure on 
total remuneration paid to or receivable by all employees of 
the Group, distributions to shareholders by way of dividend, 
Corporation Tax payable in respect of the fi nancial year 2013, 
profi t before tax and retained profi t. 

0 20 40 60 80 100 120

Retained

Dividend*

Corporation
tax

before tax

costs

£52m

£49m

£116m

£27m

£118m

£25m

£66m

£27m

£89m

* While the Group did not pay a dividend relating to 2012, in preparation for 
Admission the Group returned £85m of capital to shareholders by other 

2013
2012

All-employee share plans
The Board adopted two all-employee share plans in 2013: the 
SIP and the Sharesave Plan. Participation is currently being 
off ered under the Sharesave Plan to employees including the 
Executive Directors. Under the Sharesave Plan employees can 
save up to £250 a month to purchase shares on the exercise of 
their Sharesave options at a purchase price of 80% of market 
value at the date of grant. 

Remuneration Committee governance
The Committee is governed by formal terms of reference 
agreed by the Board. The terms of reference for the 
Committee can be viewed on the Company’s website at 
www.esuregroup.com/investors 

The responsibilities of the Committee include: (i) determining 
and agreeing with the Board the remuneration policy and total 
individual remuneration packages of the Chairman and other 
Executive Directors and other senior management, including, 
where relevant, benefi ts and pension arrangements; (ii) 
determining and agreeing with the Board any performance-
related pay schemes for senior management; and (iii) 
overseeing any major changes in employee benefi t structures 
throughout the Group. No Director or executive shall be 
involved in any decisions as to his or her own remuneration.

The members of the Committee during the fi nancial year and 
their attendance at the meetings of the Committee were: 

Number of meetings attended out of potential maximum

Dame Helen Alexander 
(Committee Chairman) 5/5

Mike Evans1 2/2

Shirley Garrood1 2/2

Anthony Hobson 5/5

Peter Ward 5/5

David Calder (stepped down 
on 25 February 2013) 2/2

Charles Schrager (stepped down 
on 25 February 2013) 2/2

1 Appointed to the Remuneration Committee on 2 October 2013.

All of the members of the Remuneration Committee are 
independent Non-Executive Directors, as defi ned under the 
Corporate Governance Code. 

Peter Wood is invited to attend the meetings of the Committee 
as are all Non-Executive Directors, as members of the Board.

The Company’s CEO, CFO and Head of HR attend meetings by 
invitation and assist the Committee in its deliberations, except 
when issues relating to their own remuneration are discussed. 
No Executive Directors are involved in deciding their own 
remuneration. The Company Secretary acts as Secretary to 
the Committee.

External advisors
The Committee is advised by New Bridge Street (“NBS”), a 
trading name of Aon Hewitt being a subsidiary of Aon plc. 
NBS was appointed by the Remuneration Committee in 2011. 
NBS meets with the Remuneration Committee Chairman at 
least once a year to discuss matters such as topical issues 
in remuneration which are of particular relevance to the 
Company, and how best it can work with the Company to 
meet the Committee’s needs. 

Aon Benfi eld (which is part of Aon but is a separate business 
division to Aon Hewitt) are the Group’s reinsurance brokers.

NBS is appointed as advisor to the Committee and its 
primary role is to provide independent and objective advice 
and support to the Committee’s Chairman and members. 
The Committee has been advised that NBS operates as a 
distinct business within the Aon Group and that there is 
a robust separation between the business activities and 
management of NBS and all other parts of Aon Hewitt and 
the wider Aon Group. The Committee is satisfi ed that the 
advice that it receives is objective and independent. NBS is 
also a signatory to the Remuneration Consultants Group (‘RCG’) 
Code of Conduct which sets out guidelines for managing 
confl icts of interest, and has confi rmed to the Committee 
its compliance with the Code. 

The total fees paid to NBS in respect of its services to the 
Committee from the date of listing to 31 December 2013 
were £144,000. Fees are predominantly charged on a ‘time 
spent’ basis. 

External Directorships of Executive Directors
Stuart Vann is currently a Director of Gocompare.com Holdings 
Limited, a limited company registered in England and Wales, 
in which esure Services Limited has a 50% shareholding. 
Stuart Vann receives no additional remuneration for this role. 
The Executive Directors currently hold no other directorships. 

Statement of voting at Annual General Meeting
There are no prior Annual General Meetings of esure Group 
plc.

Approval
This Directors’ Remuneration Report, including both the Policy 
and Annual Remuneration Report has been approved by the 
Board of Directors.

Signed on behalf of the Board of Directors.

Dame Helen Alexander
Chairman of the Remuneration Committee
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The information that fulfi ls the requirements of the Strategic 
Report, and which should be treated as forming part of this 
report by reference is included in the following sections of 
the Annual Report:

• Strategic Report (pages 1 to 31)

• Chairman’s Statement (pages 2 to 3)

• Business Model and Strategy (pages 6 to 8)

• Chief Executive Offi  cer’s Statement (pages 10 to 12)

• Risk Management and Financial Risks (pages 24 to 29)

Results and dividends
The results for the year are shown in the consolidated 
statement of comprehensive income on page 67.

Dividends
Final dividend 

per share 
(proposed) to be paid 

on 23 May 2014

Interim dividend 
per share 

(paid 18 October 2013)

Total dividend 
per share 
for 2013

13.3p 2.5p 15.8p

Signifi cant changes and events
On 26 February 2013, the Company was re-registered as a 
public limited company from a private company limited by 
shares and changed its name from esure Group Holdings 
Limited to esure Group plc.

On 27 March 2013, the Company’s shares were admitted 
to the premium listing segment of the Offi  cial List of the 
UK Listing Authority and to trading on the London Stock 
Exchange’s main market for listed securities.

Board of Directors
The names and biographical details of our current directors 
are set out on pages 32 to 33 and are also available on our 
website at www.esuregroup.com/about-us/management-
structure

The following changes to the Board took place in 2013:

• Andrew Whitehouse resigned from the Board with eff ect 
from 25 February 2013;

• David Calder resigned from the Board with eff ect from 
27 March 2013;

• Charles Schrager Von Altishofen resigned from the Board 
with eff ect from 27 March 2013;

• Mike Evans was appointed as a Non-Executive Director on 
10 June 2013;

• Shirley Garrood was appointed as a Non-Executive Director 
on 31 July 2013; and

• María Dolores Dancausa was appointed as a Non-Executive 
Director on 9 December 2013.

Mike Evans, Shirley Garrood and María Dolores Dancausa will 
stand for election by shareholders at the 2014 AGM. All of 
the other Directors intend to retire and seek re-election at 
the AGM.

Further details of the election and re-election of the Directors 
can be found on page 38 and in the notes to the AGM Notice 
on our website at www.esuregroup.com/investors

The governance structure of the Board is illustrated on page 35 
and the activities of the Board’s governance committees are 
summarised on pages 40 to 47.

Directors’ and Offi  cers’ insurance and indemnities
The Group maintains Directors’ and Offi  cers liability insurance 
which gives appropriate cover should legal action be brought 
against its Directors. In addition, indemnities are in force under 
which we have agreed to indemnify the Directors against 
all liabilities and related costs that they may incur in the 
execution of their duties. Copies of these indemnities are kept 
at our registered offi  ce and are open for inspection by any 
member. These indemnities do not cover the Directors for 
fraudulent activity.

Corporate governance
A report on corporate governance and compliance with the 
provisions of the UK Corporate Governance Code, which forms 
part of this Directors’ Report, is set out on pages 36 to 47.

Employees
The Group is committed to creating an environment in which 
individual diff erences and contributions are recognised 
and valued, and to safeguard a working environment that 
promotes dignity and respect to all. No form of victimisation, 
discrimination, bullying or harassment will be tolerated.

We seek to promote equal opportunities for all through the 
provision of employment practices and policies which 
recognise the diversity of our employees and ensure that 
neither our employees nor prospective employees receive less 
favourable treatment on the basis of their perceived or actual 
age; disability; race; religion or belief; sex (including gender, 
marital status, pregnancy or maternity, or gender reassignment 
or sexual orientation); working hours (part-time, full-time or 
fi xed-term employees) or physical characteristics.

The Group is committed to employing people who are disabled 
or who become disabled during their career by making 
reasonable adjustments as appropriate. Actively working with 
the “Access to Work” government scheme enables the Group 
to support the continued employment of disabled employees 
and prospective disabled employees. The training, career 
development and promotion of disabled people is, as far 
as possible, identical to that of other employees.

Employees are kept up to date with regular CEO briefi ngs, 
quarterly business updates, team meetings and other internal 
communications. Employees’ views are gathered through 
our employee consultation group, department forums and 
employee surveys. 

Directors’ report
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Political donations
Our policy is not to make any donations or contributions to 
political parties or organisations and no such payments were 
made during the year.

Environment
Global emissions
This report presents a narrative report for the 2013 
Greenhouse Gas (“GHG”) Mandatory Reporting requirement 
of esure Group’s UK operations. 

Methodology: The footprint is calculated in accordance 
with the GHG Protocol and Carbon Trust (“CT”) guidance on 
calculating organisational footprints. Activity data has been 
converted into carbon emissions using published emissions 
factors. The data used has been provided by the Group and 
sense checked (but not formally verifi ed) by Environmental 
Industries Commission (“EIC”).

Emissions sources: The footprint includes the “Scope 1” 
(fossil fuel and refrigerant leakage) and “Scope 2” (electricity) 
emissions associated with the offi  ces in which the Group is 
based. For the purposes of the report only “Scope 1” (Direct) 
and “Scope 2” (Indirect) emissions sources are required.

Organisational boundary: The footprint includes data for 
the three offi  ces in which the Group employs staff  (Reigate, 
Manchester and Glasgow) as well as the two domestic 
apartments. Note that this does not include outsourced 
activities e.g. repair shops and third-party suppliers. 

Data quality: The quality of the data used for the footprint 
calculations has been rated as “good”, “average”, “poor” or 
“based on benchmarks”1. Around 99.8% of emissions in the 
footprint were based on “good” quality data, this is a weighted 
percentage according to contribution by the emissions source.

esure Group plc’s 2013 GHG Mandatory Report
This report is based on the 12 months between 1 January 
2013 and 31 December 2013 refl ecting the fi nancial year of 
the Group.

The total carbon emissions associated with the Group’s UK 
operations were 3,574 tCO2e. This is made up of 431 tCO2e 
of “Scope 1” (direct emissions) and 3,143 tCO2e of “Scope 2” 
(indirect emissions).

UK GHG Mandatory Reporting output
GHG Emissions Data for Period 1 January 2013 to 31 December 2013

tonnes of carbon dioxide equivalent (tCO2e)

esure Group plc 
UK-based general insurance provider with 
three offi  ces and two apartments, solely 
trading in the UK 2013

Emissions from:
January 2013 

– December 2013

Scope 1 – Combustion of fuel and operation 
of facilities 431

Scope 2: Electricity, heat, steam and cooling 
purchased for own use 3,143

Company’s chosen intensity measurement: tCO2e/£Turnover

tCO2e/£Turnover 6.23

Share capital
Our share capital consists of one class of ordinary shares of 
1/12p each. Each share ranks equally and carries the same rights 
to vote and receive dividends and other distributions declared. 
There are no restrictions on the transfer or holding of shares in 
the Company.

The rights attached to shares which are the subject of awards 
under any of our employee share plans are not available until 
any award or option is exercised and the shares are allotted 
or transferred to the relevant individual. The Trustee of our 
employee benefi t trust is obliged to act in the best interests of 
the share plans’ benefi ciaries. At General Meetings, the Trustee 
may exercise discretion and vote in respect of Trust shares 
although it may not always choose to do so. Where shares are 
benefi cially held by an employee within a share plan they may 
direct the Trustee to vote on their behalf. 

Power of Directors to issue shares
The Directors require express authorisation from shareholders 
to allot new shares. This authority can be granted for a period 
of fi ve years. However, we will follow best practice and seek 
shareholder approval annually. It will be proposed at the 
2014 AGM that the Directors be granted authority to allot 
new shares.

Purchase of own shares
The Directors require express authorisation from shareholders 
to purchase our own shares. Accordingly, at the 2014 AGM, the 
Directors will seek authority to make market purchases of up 
to a maximum of 10% of issued share capital. At the present 
time the Group has no plans to exercise this authority.

The Company did not repurchase any of its Ordinary Shares 
during 2013.

1 “Good” means that the calculation is based on actual data (such as bills, 
miles travelled or meter readings). “Average”means that the calculation is 
based on a fair estimate (such as a proportion of a whole year’s energy 
consumption). “Poor” is where the emissions calculation is based on data 
that only broadly correlates with emissions (like travel spend rather than 
distance). “Benchmark” means that we have fi lled a data gap using an 
industry standard or a benchmark based on the Group’s other operations.
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Substantial shareholdings
During the period (up to 31 December 2013), the Company 
has received notifi cations, in accordance with Disclosure and 
Transparency Rule 5.1.2R, of interests in 3% or more of the 
voting rights attached to the Company’s issued share capital, 
as set out in the table below:

Shareholder
Number of Ordinary 

Shares
% of 

Voting Rights

Peter John Wood 128,609,655 30.9

BlackRock, Inc. 45,201,884 10.8

Standard Life Investments 
Limited 28,435,051 7.1

Schroders plc 21,866,450 5.3

FMR LLC 19,438,190 4.7

These fi gures represent the number of shares and percentage 
held as at the date of notifi cation to the Company.

No changes have been disclosed in accordance with Disclosure 
and Transparency Rule 5.1.2R in the period between 1 January 
2014 and 7 March 2014, except as set out below:

Shareholder
Number of Ordinary 

Shares
% of 

Voting Rights

BlackRock, Inc. 50,057,221 12.02

Restrictions on voting rights
All shareholders entitled to attend and vote at a General 
Meeting may appoint a proxy or proxies to attend, speak and 
vote in their place. A member may appoint more than one 
proxy provided that each proxy is appointed to exercise the 
rights attached to a diff erent share or shares held by the 
shareholder. A proxy need not be a shareholder. Proxy forms 
must be received by our registrars at least 48 hours before the 
time appointed for holding a meeting, as set out in any Notice 
or in any form or proxy circulated by us. The appointment of 
a proxy does not preclude a shareholder from attending and 
voting in person at a General Meeting. Further details may be 
found in the Notice of Meeting sent to shareholders in advance 
of the 2014 AGM, a copy of which is also available on our 
website at www.esuregroup.com/investors

Change of control
There are no material agreements to which the Group is party 
that take eff ect, alter or terminate upon a change of control of 
the Group following a takeover bid.

Auditor
KPMG Audit Plc has been our auditor for a number of years. 
The Audit Committee considers that the relationship with 
the auditor is working well and remains satisfi ed with their 
eff ectiveness. The auditor is required to rotate the audit 
partner responsible for the Group and key subsidiaries audits. 
There are no contractual obligations restricting our choice 
of auditor.

KPMG Audit Plc has instigated an orderly wind down 
of business.

The Directors have recommended KPMG LLP be put forward 
to be appointed as auditor and a resolution concerning their 
appointment will be put forward at the forthcoming AGM.

Disclosure of information to auditor
Each Director at the date of the approval of this report 
confi rms that:

• So far as he or she is aware, there is no relevant audit 
information of which the Group’s auditor is unaware.

• He or she has taken all the steps that he or she ought to 
have taken as a Director to make himself or herself aware 
of any relevant audit information and to establish that the 
Group’s auditor is aware of that information.

Going concern
These consolidated fi nancial statements have been prepared 
on a going concern basis. The fi nancial performance and 
position of the Group, its cash fl ows and its approach to capital 
management are set out in the fi nancial review on pages 18 
to 23. The Group has a strong fi nancial position with no debt, 
robust reserves, a conservative investment portfolio and 
capital signifi cantly in excess of the minimum regulatory 
requirement. In addition, the Board has reviewed the Group’s 
projections for the next 12 months and beyond, including cash 
fl ow forecasts and regulatory capital surpluses. The Directors 
have a reasonable expectation that the Group has adequate 
resources to continue in operational existence for at least 
12 months.

Material contracts
Save as disclosed below, there are no material contracts (other 
than contracts entered into in the ordinary course of business) 
to which the Group is a party:

• An agreement between the Group and CapGemini for the 
outsourcing of IT services. The initial term of the agreement 
is for fi ve years from 1 April 2010 to 31 March 2015 and 
continues therea er until terminated

• An Option and Shareholders’ Deed relating to 
Gocompare.com Holdings Limited (“Gocompare”). The Group 
is entitled to appoint up to 50% in number of the board of 
directors of Gocompare.

• The Relationship Agreement between the Company and 
Peter Wood remains in force until the Ordinary Shares cease 
to be admitted to the Offi  cial List of the FCA and to trading 
on the London Stock Exchange; or the Potential Controlling 
Shareholders ceases to own, when taken together, 15% or 
more of the Ordinary Shares or the voting rights attaching 
to the Ordinary Shares unless at the time the Potential 
Controlling Shareholders shall cease to own, when taken 
together, 15% or more of the Ordinary Shares or the 
voting rights attaching to the Ordinary Shares, Peter Wood 
remains the Chairman of the Company, in which event the 
Relationship Agreement shall terminate six months a er 
Peter Wood ceases to be the Chairman of the Company. 
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Research and development
In the ordinary course of business, the Group develops new 
products and services in each of its business divisions.

Special rights
There are no persons holding securities that carry special 
rights with regard to the control of the Group.

Appointment, retirement and removal of Directors
The appointment and replacement of Directors is governed 
by the Company’s Articles of Association (“the Articles”), the 
UK Corporate Governance Code (“the Code”), the Companies 
Act 2006, the Relationship Agreement between the Chairman 
and the Company and related legislation. The Articles may only 
be amended by a special resolution of the shareholders.

Directors may be appointed by the Company by ordinary 
resolution or by the Board. A Director appointed by the Board 
holds offi  ce only until the next following AGM of the Company 
and is then eligible for reappointment.

Under the Relationship Agreement between the Chairman and 
the Company, as long as the Chairman or any of his Connected 
Persons, when taken together, hold at least 15% of the Shares 
or Voting Rights attaching to the Shares, the Chairman will 
be entitled to appoint, remove and reappoint one person to 
be a Director, who may be either himself or another person 
nominated by him. 

The Articles require that at each AGM at least one-third 
(rounded down) of the Directors retire by rotation. The retiring 
Directors are eligible to stand for re-election. The Code 
recommends that all Directors of FTSE 350 companies should 
be subject to annual re-election, and all Directors will stand 
for election or re-election at the 2014 AGM.

In addition, to any power of removal conferred by the 
Companies Act, the Company may by special resolution 
remove any Director before the expiration of his or her 
period of offi  ce.

Risk management and internal control
The Board is ultimately responsible for the eff ectiveness of 
the Group’s system of risk management and internal control. 
To ensure that this is achieved and that the risk management 
and internal controls are embedded in the running of the 
business, the Group operates a three Lines of Defence 
structure which is regularly reported on to the Audit and Risk 
Committees. This framework mitigates the risk of failure to 
achieve business objectives, unforeseen losses and material 
fi nancial misstatement.

There are a number of controls in place within this framework 
to ensure that the Group has robust procedures for preparing 
consolidated accounts and for fi nancial reporting. 

The Audit Committee regularly reviews the eff ectiveness of 
the Group’s risk management and internal control systems. 
Its monitoring focuses on material risks and controls and is 
based principally on reporting upwards within the framework 
from business management, risk management and the internal 

audit function so that the Audit Committee may consider 
whether signifi cant weaknesses exist. During the course of 
the reviews, the Audit Committee has not identifi ed or been 
advised of any failings or weaknesses which it has determined 
to be signifi cant.

To support Group policies and to facilitate the raising of 
concerns about possible improprieties in matters of fi nancial 
reporting or any other matters, the Group provides a 
confi dential telephone hotline, so that staff  or third parties 
may report anonymously any perceived inaccurate or unethical 
working practices. 

The Audit and Risk Committees endeavour to ensure that the 
Group has in place the most appropriate and eff ective controls, 
checks, systems, and risk management techniques.

Internal Audit
The Group’s Internal Audit function is fully outsourced. 
The activities and eff ectiveness of Internal Audit are monitored 
and reviewed by the Audit Committee. The Audit Committee is 
responsible for ensuring that adequate access to information 
and resource is given to the Lead Internal Auditor and for 
approving the appointment and removal of the Lead Internal 
Auditor. The Lead Internal Auditor reports directly to the 
Chairman of the Audit Committee. Internal Audit reports are 
presented to the Audit Committee on the eff ectiveness of the 
Group’s systems of internal controls and the adequacy of these 
systems to manage business risk and to safeguard the Group’s 
assets and resources. Internal Audit uses the Group’s risk 
registers to plan and inform their annual audit programme 
around the most signifi cant risks to the Business to ensure 
that controls are in place and are designed and operating 
eff ectively. The Audit Committee reviews and approves the 
Annual Internal Audit Plan.

By order of the Board

Nick Edwards
General Counsel and Company Secretary

10 March 2014
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Statement of Directors’ responsibilities in respect of the 
annual report and the fi nancial statements 
The Directors are responsible for preparing the Annual Report 
and the Group and parent company fi nancial statements in 
accordance with applicable laws and regulations.

Company law requires the Directors to prepare Group and 
parent company fi nancial statements for each fi nancial year. 
Under that law they are required to prepare the Group 
fi nancial statements in accordance with IFRSs as adopted by 
the EU and applicable law and have elected to prepare the 
parent company fi nancial statements in accordance with UK 
Accounting Standards.

Under company law, the Directors must not approve the 
fi nancial statements unless they are satisfi ed that they give 
a true and fair view of the state of aff airs of the Group and 
parent company and of their profi t or loss for that period. In 
preparing each of the Group and parent company fi nancial 
statements, the Directors are required to: 

• Select suitable accounting policies and then apply them 
consistently;

• Make judgements and estimates that are reasonable 
and prudent;

• For the Group fi nancial statements, state whether they 
have been prepared in accordance with IFRSs as adopted 
by the EU;

• For the parent company fi nancial statements, state whether 
applicable UK Accounting Standards have been followed, 
subject to any material departures disclosed and explained 
in the parent company fi nancial statements; and

• Prepare the fi nancial statements on the going concern basis 
unless it is inappropriate to presume that the Group and the 
parent company will continue in business.

The Directors are responsible for keeping adequate accounting 
records that are suffi  cient to show and explain the parent 
company’s transactions and disclose with reasonable accuracy 
at any time the fi nancial position of the parent company and 
enable them to ensure that its fi nancial statements comply 
with the Companies Act 2006. They have general responsibility 
for taking such steps as are reasonably open to them to 
safeguard the assets of the Group and to prevent and detect 
fraud and other irregularities. 

Under applicable law and regulations, the Directors are also 
responsible for preparing a Strategic Report, Directors’ Report, 
Directors’ Remuneration Report and Corporate Governance 
Statement that complies with that law and those regulations.

The Directors are responsible for the maintenance and 
integrity of the corporate and fi nancial information included 
on the Company’s website. Legislation in the UK governing the 
preparation and dissemination of fi nancial statements may 
diff er from legislation in other jurisdictions.

The Directors consider that the annual report and fi nancial 
statements taken as a whole are fair, balanced and 
understandable and provides the information necessary for 
shareholders to assess the Group’s performance, business 
model and strategy.

The Directors confi rm that to the best of their knowledge:

• The fi nancial statements, prepared in accordance with the 
applicable set of accounting standards, give a true and fair 
view of the assets, liabilities, fi nancial position and profi t or 
loss of the company and the undertakings included in the 
consolidation taken as a whole; and 

• The Strategic Report/Directors’ Report include a fair review 
of the development and performance of the business and 
the position of the issuer and the undertakings included 
in the consolidation taken as a whole, together with a 
description of the principal risks and uncertainties that 
they face.

  
Stuart Vann   Darren Ogden
Chief Executive Offi  cer  Chief Finance Offi  cer

10 March 2014
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Independent auditor’s report to the members of 
esure Group plc only

Opinions and conclusions arising from our audit
1. Our opinion on the fi nancial statements is unmodifi ed 
We have audited the fi nancial statements of esure Group plc 
for the year ended 31 December 2013 set out on pages 67 
to 112. In our opinion: 

• the fi nancial statements give a true and fair view of the 
state of the Group’s and of the parent company’s aff airs as 
at 31 December 2013 and of the Group’s profi t for the year 
then ended; 

• the Group fi nancial statements have been properly 
prepared in accordance with International Financial 
Reporting Standards as adopted by the European Union; 

• the parent company fi nancial statements have been 
properly prepared in accordance with UK Accounting 
Standards; and 

• the fi nancial statements have been prepared in accordance 
with the requirements of the Companies Act 2006 and, 
as regards the Group fi nancial statements, Article 4 of the 
IAS Regulation. 

2. Our assessment of risks of material misstatement
In arriving at our audit opinion above on the fi nancial 
statements the risks of material misstatement that had 
the greatest eff ect on our audit were as follows:

Technical Provisions – Claims outstanding (£659.1m) and 
claims outstanding recoverable from reinsurers (£208.5m)

Refer to page 41 (Audit Committee Report), page 77 (accounting 
policy) and pages 96 to 100 (fi nancial disclosures)

The risk – As part of its business model the group incurs 
signifi cant claims. There is typically a time lag between a 
claim being incurred and being settled. As a result, the Group 
has signifi cant claims outstanding at any point in time, 
including the year-end, and there is inherent uncertainty as 
to the level at which these claims outstanding will be settled. 
At 31 December 2013 the Group had claims outstanding 
representing 66% of total liabilities, and claims outstanding 
recoverable from reinsurers, representing 16% of total assets. 

The valuation of claims outstanding is one of the key 
judgemental areas that our audit is concentrated on, due to the 
level of subjectivity inherent in the estimation of the eff ect of 
uncertain or unknown future events and the resulting potential 
exposure to large losses, including those arising from periodic 
payment orders for Motor insurance (a structured settlement 
in the form of a regular series of payments over the remainder 
of a claimant’s life, see page 97) and extreme weather losses 
for Home insurance. The calculation of claims outstanding 
is complex and requires the use of actuarial techniques to 
estimate the reserve for claims incurred but not reported 
(“IBNR”). The Directors set the claims outstanding reserves 
at a level that they consider includes an appropriate margin 
over the actuarial best estimate, in order to take account of 
current uncertainties around factors that may infl uence the 
value of reserves.

The valuation of claims outstanding recoverable from 
reinsurers is dependent on the valuation of the underlying 
claims outstanding and as a result is subject to the same 
estimation uncertainties as the claims outstanding. 
Reinsurance recoveries are also subject to credit risk 
associated with reinsurer credit default. There are no indicators 

of credit default issues on reported claims, however credit risk 
is relevant for the recoveries associated with the technical 
provisions that have a long duration.

Our response – Our audit procedures included, among others, 
testing governance and key controls around the reserving 
process, including controls over the setting of reserves for 
reported claims, and controls over the completeness and 
accuracy of the data used to perform the actuarial projections 
used to set the reserve for IBNR. 

Through reading of relevant documentation and discussion 
with both management and the external actuary, we have 
obtained an understanding of the reserving methodology 
and the key assumptions used (including the infl ation rate 
used for the average cost of small bodily injury claims and 
the discount rate used for the periodic payment orders), and 
we have assessed these for appropriateness, and for their 
consistency with prior periods. We considered the movement 
in reserves relating to claims incurred in prior years to assess 
the appropriateness of management’s past assumptions 
and the methodology used to estimate claims outstanding. 
Where there are changes in the methodology or key 
assumptions we have assessed whether these are reasonable 
based on changes in the industry and the group’s historical 
claims experience, and have considered whether all changes 
we would expect to see have been made. 

We benchmarked the group’s methodology, key assumptions, 
and projected results (such as the ultimate loss ratios) against 
our cumulative knowledge of the sector. 

In respect of the margin that the Directors have set over the 
actuarial best estimate, we considered the consistency of 
the basis for the margin applied to the actuarial estimate 
year-on-year. This included an assessment of the potential 
uncertainties that have been reserved for within the margin. 

We also evaluated the competence, capabilities and 
objectivity of the external actuary, based on discussions 
with them, our experience with their previous work, our 
knowledge of the actuary’s qualifi cations and the professional 
standards that their work is subject to, and by providing 
challenge to their analysis through the procedures described 
above. We used our own actuarial specialists to assist in 
performing the procedures described. 

We have also considered the adequacy of the Group’s 
disclosures about the degree of estimation and the sensitivity 
of recognised amounts to changes in assumptions, and 
assessed whether the disclosures comply with relevant 
accounting standards. 

We evaluated and tested key controls around reinsurers’ 
share of claims outstanding, including controls over approval 
of reinsurance contracts and calculation of reinsurance 
recoveries, and reinsurance credit controls. We used our 
actuarial specialists to assist in evaluating the appropriateness 
of reinsurance recoveries on IBNR by considering the historical 
ratios of paid and reported claims net of reinsurance 
recoveries to paid and reported claims gross of reinsurance 
recoveries. We have also obtained an understanding of 
the methodology applied to calculate the allowance for 
reinsurance bad debt which is included within claims 
outstanding, and we have assessed the methodology for 
appropriateness and consistency with prior periods. 
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3. Our application of materiality and an overview of the scope 
of our audit
The materiality for the group fi nancial statements as a whole 
was set at £8.3m. This has been determined with reference 
to a benchmark of Group profi t before taxation (of which it 
represents 7%) which we consider to be one of the principal 
considerations for members of the Company in assessing the 
fi nancial performance of the Group. 

We agreed with the Audit Committee to report to it all 
corrected and uncorrected misstatements we identifi ed 
through our audit with a value in excess of £0.4m, in addition 
to other audit misstatements below that threshold that we 
believe warranted reporting on qualitative grounds.

Audits for group reporting purposes were performed for all key 
reporting components (material subsidiaries or joint ventures). 
The audits undertaken for group reporting purposes were 
undertaken by the group audit team for the majority of the 
key locations, with the exception of Gocompare.com Holdings 
Limited where the audit was undertaken by component 
auditors (a separate audit team in the UK that reported their 
fi ndings to the group audit team). These Group procedures 
covered 100% of total Group revenue; 100% of Group profi t 
before taxation; and 100% of total Group assets as audits 
were performed for all key components. 

Detailed audit instructions were sent to the component 
auditors. These instructions covered the signifi cant audit 
areas that should be covered by this audit (which included 
the relevant risks of material misstatement detailed above) 
and set out the information required to be reported back to 
the group audit team. As Gocompare.com Holdings Limited is 
not an insurance company, Technical Provisions (as set out in 
section 2 above) is not a signifi cant risk for the audit of that 
component of the Group. The group audit team also held 
meetings with the component auditors.

The audits undertaken for group reporting purposes were 
all performed to materiality levels set by, or agreed with, 
the group audit team. These materiality levels were set 
individually for each component and ranged from £0.1m 
to £5.7m.

4. Our opinion on other matters prescribed by the Companies 
Act 2006 is unmodifi ed
In our opinion: 

• the part of the Directors’ Remuneration Report to be 
audited has been properly prepared in accordance with 
the Companies Act 2006; and

• the information given in the Strategic Report and 
Directors’ Report for the fi nancial year for which the 
fi nancial statements are prepared is consistent with the 
fi nancial statements. 

5. We have nothing to report in respect of the matters on 
which we are required to report by exception 
Under ISAs (UK and Ireland) we are required to report to you if, 
based on the knowledge we acquired during our audit, we 
have identifi ed other information in the annual report that 
contains a material inconsistency with either that knowledge 
or the fi nancial statements, a material misstatement of fact, 
or that which is otherwise misleading. 

In particular, we are required to report to you if: 

• we have identifi ed material inconsistencies between the 
knowledge we acquired during our audit and the Directors’ 
statement that they consider that the Annual Report and 
fi nancial statements taken as a whole is fair, balanced and 
understandable and provides the information necessary for 
shareholders to assess the Group’s performance, business 
model and strategy; or

• the Corporate Governance Report does not appropriately 
address matters communicated by us to the Audit 
Committee.

Under the Companies Act 2006 we are required to report to 
you if, in our opinion:

• adequate accounting records have not been kept by the 
parent company, or returns adequate for our audit have not 
been received from branches not visited by us; or 

• the parent company fi nancial statements and the part of 
the Directors’ Remuneration Report to be audited are not 
in agreement with the accounting records and returns; or 

• certain disclosures of Directors’ remuneration specifi ed by 
law are not made; or 

• we have not received all the information and explanations 
we require for our audit. 

Under the Listing Rules we are required to review: 

• the Directors’ statement, set out on page 62, in relation to 
going concern; and

• the part of the Corporate governance report on pages 36 
to 47 relating to the Company’s compliance with the nine 
provisions of the 2010 UK Corporate Governance Code 
specifi ed for our review.

We have nothing to report in respect of the above 
responsibilities.

Scope of report and responsibilities
As explained more fully in the Statement of Directors’ 
Responsibilities set out on page 64, the Directors are 
responsible for the preparation of the fi nancial statements 
and for being satisfi ed that they give a true and fair view. 
A description of the scope of an audit of fi nancial statements 
is provided on the Financial Reporting Council’s website at 
www.frc.org.uk/auditscopeukprivate. This report is made 
solely to the company’s members as a body and is subject 
to important explanations and disclaimers regarding 
our responsibilities, published on our website at 
www.kpmg.com/uk/auditscopeukco2013a, which are 
incorporated into this report as if set out in full and should be 
read to provide an understanding of the purpose of this report, 
the work we have undertaken and the basis of our opinions.

Murray Raisbeck (Senior Statutory Auditor) 
for and on behalf of KPMG Audit Plc, Statutory Auditor 
Chartered Accountants 
15 Canada Square
London E14 5GL

10 March 2014 
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Consolidated statement of comprehensive income

Notes 

Year ended 
31 Dec 2013 

£m 

Year ended
31 Dec 2012

£m

Gross written premiums   535.8 515.0

Gross earned premiums 5 526.1 511.7
Earned premiums, ceded to reinsurers 5 (36.9) (31.5)
Earned premiums, net of reinsurance 5 489.2 480.2
Investment income and instalment interest 6 45.5 67.9
Fees for additional services    38.8 44.4
Total income   573.5 592.5
Claims incurred and claims handling expenses   (341.6) (413.4)
Claims incurred recoverable from reinsurers 19  3.9 64.0
Claims incurred, net of reinsurance   (337.7) (349.4)
Insurance expenses 9 (100.9) (96.1)
Other operating expenses 9 (22.8) (29.6)
Total expenses   (461.4) (475.1)
Share of profit after tax of joint venture 11 8.5 7.3
Finance costs 12 (2.2) (9.2)
Profit before tax   118.4 115.5
Taxation expense 13 (25.2) (27.4)
Profit attributable to the owners of the parent   93.2 88.1
Other comprehensive income   0.0 0.0
Total comprehensive income for the period attributable to owners of the parent   93.2 88.1

   
Earnings per share (pence per share)      
– Ordinary Shares, basic 15 4.57 0.99
– Ordinary Shares, diluted 15 4.57 0.99

The Notes on pages 71 to 109 are an integral part of these financial statements. 
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Consolidated statement of fi nancial position

Notes

As at 
31 Dec 2013 

£m 

As at
31 Dec 2012

£m

Assets      
Intangible assets 16 13.6 16.6
Deferred acquisition costs 21 28.1 25.9
Property, plant and equipment  17 14.6 13.4
Investment in joint venture 11 40.1 37.6
Financial investments 18 741.2 779.2
Reinsurance assets 19 226.0 233.4
Insurance and other receivables 18, 20 180.6 169.0
Cash and cash equivalents 18, 22 27.6 39.4
Total assets   1,271.8 1,314.5
  
Equity and liabilities      
Share capital 25 0.3 85.2
Share premium account 25 44.0 0.0
Capital redemption reserve 25 44.9 –
Retained earnings   185.0 145.9
Total equity   274.2 231.1
     
Liabilities      
Insurance contract liabilities 19 924.4 947.4
Borrowings 18 – 50.0
Insurance and other payables 18, 23 61.2 69.4
Deferred tax liabilities 24 0.3 0.5
Derivative financial liabilities 18 0.1 0.3
Current tax liabilities   11.6 15.8
Total liabilities   997.6 1,083.4
Total equity and liabilities   1,271.8 1,314.5

The Notes on pages 71 to 109 are an integral part of these financial statements. 

The financial statements were approved by the Board and authorised for issue on 10 March 2014 and signed on its behalf 

   
Stuart Vann   Darren Ogden 
Director    Director 

Registered number: 07064312  
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Consolidated statement of changes in equity

  Attributable to owners of the parent 

  Notes

Share 
capital

£m

Share 
premium 
account

£m

Capital  
redemption  

reserve 
£m 

Retained  
earnings 

£m 
Total equity

£m

Year ended 31 December 2012        
At 1 January 2012 25 85.2 0.0 – 57.8 143.0
Profit for the year – – – 88.1 88.1
Total comprehensive income for the year  – – – 88.1 88.1
Transactions with owners:        
Issue of share capital – – – – –
Total transactions with owners  – – – – –
At 31 December 2012  85.2 0.0 – 145.9 231.1

   
Year ended 31 December 2013        
At 1 January 2013 25 85.2 0.0 – 145.9 231.1
Profit for the year  – – – 93.2 93.2
Total comprehensive income for the year  – – – 93.2 93.2
Transactions with owners:        
Issue of share capital 25 0.0 50.0 – – 50.0
Transaction costs of issue 25 – (6.0) – – (6.0)
Priority return 25 – – – (0.6) (0.6)
Share repurchase 25 (44.9) – 44.9 (44.9) (44.9)
Capital reduction 25 (40.0) – – – (40.0)
Share-based payments  26 – – – 1.8 1.8
Deferred tax on share-based payments  – – – 0.0 0.0
Dividends  14 – – – (10.4) (10.4)
Total transactions with owners  (84.9) 44.0 44.9 (54.1) (50.1)
At 31 December 2013  0.3 44.0 44.9 185.0 274.2

The Notes on pages 71 to 109 are an integral part of this these financial statements. 
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Consolidated statement of cash fl ows

Notes

Year ended  
31 Dec 2013 

£m 

Year ended 
31 Dec 2012

£m

Cash flows from operating activities  
Profit after tax for the period   93.2 88.1
Adjustments to reconcile profit after tax to net cash flows:      
– Finance costs 12 2.2 9.2
– Depreciation and revaluation of property, plant and equipment  17 0.7 2.1
– Amortisation of intangible assets 16 3.6 4.0
– Unrealised investment losses/(gains)   2.0 (24.1)
– Share scheme charges  26 1.8 –
– Share of profit after tax of joint venture 11 (8.5) (7.3)
– Taxation expense  13 25.2 27.4
– Interest, dividends and realised gains on financial investments   (18.7) (16.6)
– Interest receivable   (30.8) (28.5)
Operating cash flows before movements in working capital, tax and interest paid   70.7 54.3
Sales of financial investments   570.3 538.2
Purchase of financial investments   (532.3) (567.0)
Interest and dividends received on financial investments   18.0 16.0
Interest received   31.1 29.0
Changes in working capital:      
– Increase in insurance and other receivables   (15.6) (21.2)
– (Decrease)/increase in insurance contract liabilities and insurance and other payables   (23.8) 14.3
Taxation paid   (29.6) (18.5)
Net cash generated in operating activities   88.8 45.1
Cash flows from investing activities    
Dividends received from joint venture   6.0 5.5
Purchase of property, plant and equipment, and software 16, 17 (2.5) (1.5)
Net cash from investing activities   3.5 4.0
Cash flows used in financing activities    
Proceeds on issue of ordinary shares 25 50.0  –
Transaction costs of issue 25 (6.0) –
Share repurchase 25 (44.9) –
Capital reduction 25 (40.0) –
Interest paid   (2.2) (10.2)
Repayment of loans 18 (50.6) (32.0)
Dividends paid 14 (10.4) –
Net cash used in financing activities   (104.1) (42.2)
Net (decrease)/increase in cash and cash equivalents   (11.8) 6.9
Cash and cash equivalents at the beginning of the year 22 39.4 32.5
Cash and cash equivalents at the end of the year 22 27.6 39.4

The Notes on pages 71 to 109 are an integral part of these financial statements. 
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Notes to the fi nancial statements
For the year ended 31 December 2013

1 General Information 
esure Group plc is a company incorporated in England and Wales. Its registered office is The Observatory, Reigate, Surrey RH2 0SG.  

The nature of the Group’s operations is the writing of general insurance for private cars and homes. The Company’s principal activity is 
that of a holding company.  

All of the Company’s subsidiaries are located in the United Kingdom, except for esure S.L., which is incorporated in Spain. 

2 Accounting policies 
Basis of preparation 
These financial statements present the esure Group plc group financial statements for the year ended 31 December 2013, comprising 
the consolidated statement of comprehensive income, consolidated statement of financial position, consolidated statement of changes 
in equity, consolidated statement of cash flows and related notes, as well as the comparatives.  

These consolidated financial statements have been prepared in accordance with International Financial Reporting Standards (IFRSs) as 
adopted by the European Union.  

These consolidated financial statements have been prepared on a going concern basis. The financial performance and position of the 
Group, its cash flows and its approach to capital management are set out in the financial review on pages 18 to 23. The Group has a 
strong financial position with no debt, robust reserves, a conservative investment portfolio and capital significantly in excess of the 
minimum regulatory requirement. In addition, the Board has reviewed the Group’s projections for the next 12 months and beyond, 
including cash flow forecasts and regulatory capital surpluses. The Directors have a reasonable expectation that the Group has 
adequate resources to continue in operational existence for at least 12 months. 

These consolidated financial statements have been presented in Sterling and rounded to the nearest hundred thousand. Throughout 
these consolidated financial statements any amounts which are less than £0.05m are shown by 0.0, whereas a dash (–) represents that 
no balance exists. 

The consolidated financial statements have been prepared on the historical cost basis except for certain financial assets and land and 
buildings that are measured at fair value at the reporting date. The principal accounting policies adopted are set out below. 

Changes to accounting policies 
The Group has adopted the following new standards, including consequential amendments to other standards, with a date of initial 
application of 1 January 2013: 

• IFRS 10 Consolidated Financial Statements (2011) 

• IFRS 11 Joint Arrangements  

• IFRS 12 Disclosure of Interests in Other Entities  

• IFRS 13 Fair Value Measurement 

IFRS 10, 11 and 12 are effective under EU law from 1 January 2014, with early adoption permitted, and have been early adopted by  
the Group. The nature and effects of the changes are explained below: 

Consolidation of subsidiaries 
IFRS 10 (2011) introduces a new control model that focuses on whether the Group has power over an investee, exposure or rights  
to variable returns from its involvement with the investee and ability to use its power to affect those returns. There were no changes  
to the control conclusion in respect of any investments held by the Group and there has been no impact on the recognised assets, 
liabilities and comprehensive income of the Group as a result of the change. 

Joint arrangements 
Under IFRS 11, the Group classifies its interests in joint arrangements as either joint operations (if the Group has rights to the  
assets, and obligations for the liabilities, relating to an arrangement) or joint ventures (if the Group has rights only to the net assets  
of an arrangement). When making this assessment, the Group considers the structure of the arrangements, the legal form of any 
separate vehicles, the contractual terms of the arrangement and other factors and circumstances. Previously, the structure of the 
arrangement was the sole focus of classification. There has been no change to the classification of the Group’s only joint arrangement. 
The investment continues to be recognised by applying the equity method and there has been no impact on the recognised assets, 
liabilities and comprehensive income of the Group as a result of the change. Refer to note 11 for additional details.  

Disclosure of interests in other entities  
In accordance with IFRS 12, the Group has expanded its disclosures about its interest in the joint arrangement.  
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2 Accounting policies (continued) 
Fair value measurement  
IFRS 13 establishes a single framework for measuring fair value and making disclosures about fair value measurements when such 
measurements are required or permitted by other IFRSs. It unifies the definition of fair value as the price that would be received to  
sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date. It replaces 
and expands the disclosure required about fair value measurements in other IFRSs. As a result, the Group has included additional 
disclosures in this regard. The change has no significant impact on the measurement of the Group’s assets and liabilities and has  
had no impact on the value of the Group’s assets and liabilities recorded in the consolidated statement of financial position.  

There are a number of other new standards and amendments to standards with a date of initial application of 1 January 2013, the 
adoption of which has had no material effect on the Group’s accounting policies.  

At the date of approval of these financial statements there were no standards, amendments or interpretations in issue and endorsed  
by the EU which the Group had not adopted. The following amendment to an existing standard has been endorsed by the EU, but is not 
mandatory for the year ended 31 December 2013 and has not been early adopted by the Group: 

• Effective 1 January 2014: Amendments to IAS 32 Financial Instruments: Presentation – Offsetting Financial Assets and Financial 
liabilities. This amendment addresses inconsistencies in current practice when applying the offsetting criteria in IAS 32 for financial 
assets and liabilities. The adoption of the amendment is expected to have no material effect on the Group’s accounting policies.  

There are a number of standards, amendments and interpretations which have been issued by the IASB but which have not yet been 
endorsed by the EU thus the date and impact of applying these is uncertain. 

Basis of consolidation 
Subsidiaries are entities over which the Group has control. The Group controls an entity when it is exposed to, or has rights to,  
variable returns from its involvement with the entity and has the ability to affect those returns through its power over the entity. 
Subsidiary companies are consolidated using the acquisition method.  

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Group obtained control, and continue to  
be consolidated until the date when such control ceases.  

In preparing these consolidated financial statements, any intra-group balances, unrealised gains and losses or income and expenses 
arising from intra-group trading are eliminated. Where accounting policies used in individual financial statements of a subsidiary 
company differ from Group policies, adjustments are made to bring these policies in line with Group policies. 

Joint ventures  
A joint venture is an arrangement in which the Group has joint control, whereby the Group has rights to the net assets of the 
arrangement, rather than rights to its assets and obligations for its liabilities. The Group’s interests in jointly controlled entities are 
accounted for using the equity method of accounting. The Group recognises the cost of the investments which, together with the 
Group’s share of the joint venture’s post-acquisition changes to shareholders’ funds, is included in the consolidated statement of 
financial position. The Group’s share of post-acquisition profit or loss and other comprehensive income is stated after appropriate 
adjustments to align the accounting policies of the joint venture with those of the Group. In addition, adjustments are made for the 
amortisation of separately identifiable intangible assets recognised on acquisition and to eliminate unrealised profits relating to 
commission charged to esure Group plc by the joint venture. Carrying values are reviewed at each reporting date to determine whether 
there are any indications of impairment. If any such indications exist, the asset’s recoverable amount is estimated and compared  
to the carrying value. Impairment losses are recognised through the income statement. Impairment may be reversed if conditions 
subsequently improve and credited through the income statement. 

Business combinations 
Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the aggregate of  
the consideration transferred, measured at acquisition date fair value and the amount of non-controlling interest in the acquiree,  
plus if the business combination is achieved in stages, the fair value of the pre-existing equity interest in the acquiree. For each 
business combination, the Group has an option to measure any non-controlling interests in the acquiree either at fair value or at  
the non-controlling interest’s proportionate share of the acquiree’s identifiable net assets. 

Goodwill is recognised at the date of acquisition as the excess of the cost of the acquisition over the fair value of the identifiable assets 
acquired and liabilities assumed. Where the excess is negative a gain is recognised in the income statement at the date of acquisition. 

When the Group acquires a business, it assesses, with the exception of insurance contracts and operating leases, the financial assets 
and liabilities assumed for appropriate classification and designation in accordance with the contractual terms, economic circumstances 
and pertinent conditions at the acquisition date. All acquisition-related costs are expensed in the income statement when incurred. 
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2 Accounting policies (continued) 
Revenue 
Gross written premiums  
Gross written premiums, being the total premiums receivable for the whole period of cover provided by contracts entered into  
during the accounting period, excluding taxes or duties based on premiums, are recognised on the date which the policy commences. 
Gross written premiums include any adjustments arising in the accounting period for premiums receivable in respect of business 
written in prior accounting periods.  

Unearned premiums 
The proportion of gross written premiums that are to be earned in the accounting period after the balance sheet date are deferred  
as a provision for unearned premiums. Premiums earned are computed separately for each insurance contract and are recognised  
as revenue using the daily pro rata method, which is consistent with the incidence of risk assumed over the coverage period of the 
related policy. 

Reinsurance premiums  
Reinsurance premiums are recognised and measured in a manner consistent with the related insured contracts issued by the Group 
and the specific terms of each reinsurance contract. Reinsurance premiums are expensed over the period that the reinsurance cover  
is provided based on the expected pattern of the reinsured risks. The unexpired portion of ceded reinsurance premiums is included  
in reinsurance assets. 

Unearned reinsurance premiums 
Unearned reinsurance premiums are those proportions of premiums written in a year that relate to periods of risk after the reporting 
date. Unearned reinsurance premiums are deferred over the term of the underlying direct insurance policies for risks-attaching 
contracts and over the term of the reinsurance contract for losses-occurring contracts. 

Fees for additional services  
Additional Services Revenues comprise sales of non-underwritten additional insurance products to Motor and Home insurance 
customers; policy administration fees; fees generated from the appointment of firms used during the claims process, including medical, 
car hire suppliers; and, prior to the implementation of the Legal Aid, Sentencing and Punishment of Offenders Act 2012, applicable legal 
panel membership fees. 

Revenue earned on the sale of additional services includes both brokerage fees and commission, where the Group has a continuing 
relationship with the customer, and introducer fees where the Group does not have a continuing relationship with the customer.  

Revenue relating to insurance broking is brought into account at the later of policy inception date or when the policy placement has 
been completed and confirmed. Where the Group has an obligation to provide future services to the customer an element of income 
relating to the policy is deferred to cover the cost of fulfilling the associated contractual obligation plus a reasonable profit margin. 
Deferred revenue is credited to the income statement over the period matching the Group’s obligations to provide those services. 
Where the Group has no contractual obligation to provide future services, the revenue is recognised immediately.  

In certain circumstances, where the revenue cannot be reliably measured at the contract or policy inception date, broking fees and 
commission are recognised on a periodic basis when the consideration becomes due. Rebates of commissions and fees relating to the 
return of premiums for additional insurance products and services are recognised when liability is possible.  

Administration fees are recognised in the period in which the related administration services are provided. Panel Membership fees are 
agreed with legal suppliers every six months and recognised on an accruals basis. Other referral fees from credit hire and repair are 
recognised at the later of the point of invoice or when the policy fees are due. 

Investment income and instalment interest  
Investment income (including interest received from policyholders who pay by instalment) on assets classified as loans and receivables 
is recognised in the income statement as it accrues and is calculated by using the effective interest rate method.  

The effective interest rate method is a method of calculating the amortised cost of a financial asset or liability and of allocating the 
interest income or interest expense over the expected life of the asset or liability. The effective interest rate is the rate that exactly 
discounts estimated future cash flows to the instrument’s initial carrying amount. Calculation of the effective interest rate takes into 
account fees payable or receivable that are an integral part of the instrument’s yield, premiums or discounts on acquisition or issue, 
early redemption fees and transaction costs. All contractual terms of a financial instrument are considered when estimating future  
cash flows.  

Investment income also comprises interest and dividend income and net gains (both realised and unrealised) on financial assets 
classified at fair value through profit or loss, including derivative financial instruments. Dividends are recognised when the right to 
receive payment is established. For listed securities, this is the date the security is listed as ex-dividend.  

Investment income also includes rental income. Rental income represents income arising from operating leases and is recognised on  
a straight-line basis over the lease term.  
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2 Accounting policies (continued) 
Government grants 
Government grants are recognised where there is reasonable assurance that the grant will be received and all attached conditions will 
be complied with. When the grant relates to an expense item, it is recognised as income over the period necessary to match the grant 
on a systematic basis to the costs that it is intended to compensate. Where the grant relates to an asset, it is recognised as deferred 
income and released to the income statement in equal amounts over the expected useful life of the related asset. 

Claims and expenses recognition  
Gross claims incurred and claims handling expenses 
Gross claims include all claims incurred during the year, whether reported or not, less other recoveries, together with related internal 
and external handling costs that are directly related to the processing and settlement of claims, and any adjustment to claims 
outstanding from previous years.  

Reinsurance claims 
Reinsurance claims are recognised and measured in a manner consistent with the related insurance contracts issued by the Group and 
the specific terms of the reinsurance contract. 

Finance costs 
Finance costs comprise of interest paid which is recognised in the income statement as it accrues and is calculated by using the 
effective interest rate method. Accrued interest is included within the carrying value of the interest bearing financial liability. 

Taxation 
Current tax 
Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the taxation authorities. The tax 
rates and tax laws used to compute the amount are those enacted or substantively enacted by the reporting date. Current tax assets 
and liabilities also include adjustments in respect of tax expected to be payable or recoverable in respect of previous periods.  

Current tax relating to items recognised directly in equity or other comprehensive income is recognised in equity or other 
comprehensive income and not in the income statement. 

Deferred tax 
Deferred tax is provided in full using the balance sheet liability method, providing for temporary differences arising between the 
carrying amount of assets and liabilities for accounting purposes, and the amounts used for taxation purposes. It is calculated at  
the tax rates that are expected to apply in the period when the liability is settled or the asset is recovered, using tax rates enacted  
or substantially enacted by the reporting date. 

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which the 
asset can be utilised. 

Deferred tax relating to items recognised outside the income statement is also recognised outside the income statement, either in 
other comprehensive income or directly in equity as appropriate. 

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off current tax assets against current 
tax liabilities and the deferred taxes relate to the same taxable entity and the same taxation authority. 

Foreign currency translation 
Transactions in foreign currencies are translated to Sterling at the exchange rates at the dates of the transactions. Monetary assets  
and liabilities denominated in foreign currencies are translated to Sterling at the exchange rate at the reporting date. Foreign currency 
differences are recognised in profit or loss in the consolidated statement of comprehensive income.  

Intangible assets 
Goodwill 
Goodwill is recognised on business combinations and the acquisition of joint ventures at cost less accumulated impairment losses. 
Goodwill arising on business combinations is presented in intangible assets. For joint ventures, goodwill is not separately presented  
but is included in the carrying amount of the investment. Negative goodwill is recognised in the Group income statement at the date  
of acquisition. Positive goodwill is not amortised.  

Impairment of goodwill  
Goodwill arising on a business combination is tested annually for impairment. An impairment loss is recognised if the carrying amount 
of the cash generating unit (or units) to which the goodwill is allocated exceeds its recoverable amount. A recognised impairment loss  
is not reversed. 

Goodwill attributed to an investment in a joint venture accounted under the equity method is not tested for impairment separately.  
The entire carrying amount of the investment is tested for impairment only if there is objective evidence of impairment. A recognised 
impairment loss may be reversed if conditions subsequently improve. 

  



Governance

esure Group Annual Report 2013 75

Strategic Report

Financial Statements

2 Accounting policies (continued) 
Intangible assets 
Intangible assets acquired are stated at cost less accumulated amortisation and any accumulated impairment losses. Intangible assets 
are amortised over their useful lives. For intangible assets that are recognised as part of business combinations, the Group makes an 
assessment of the fair value of the identified intangible assets acquired in the business combination. Intangible assets other than  
those arising as part of business combinations are recognised as long as it is probable that the expected future economic benefits that 
are attributable to the asset will flow to the Group and its cost can be measured reliably. The Group holds no intangible assets with 
indefinite useful lives other than goodwill. The carrying value of intangible assets with finite useful lives is reviewed at every reporting 
date for evidence of impairment with the value being written down if any impairment exists. If conditions subsequently improve, the 
previously recognised impairment may be reversed and credited through the income statement.  

The economic lives and amortisation methods of acquired intangible assets, other than software, are as follows:  

Customer relationships  5 to 6 years, based on the pattern of consumption of the benefits 

Brands    8 to 10 years, on a straight-line basis  

Software 
Purchased software is recognised as an intangible asset, with the carrying value being reviewed at every reporting date for evidence of 
impairment and the value being written down if any impairment exists. If conditions subsequently improve, the previously recognised 
impairment may be reversed.  

The cost of purchased software is amortised on a straight-line basis over the expected useful life of the intangible asset. This has been 
set between two and seven years. 

Expenditure on research activities is recognised in the income statement as an expense as incurred. Costs associated with the 
development of software for internal use are capitalised only if the software is technically feasible for sale or use on completion and 
the Group has both the intent and sufficient resources to complete the development. Subsequent expenditure is capitalised only if  
the cost of the asset can be reliably measured, will generate future economic benefits and there is an ability to use or sell the asset.  

The cost of internally generated software is amortised over the expected useful life of the intangible asset on a straight-line basis.  
The expected useful life is between three and five years. 

Property, plant and equipment 
Property, plant and equipment comprise land and buildings occupied by the Group and fixtures, fittings and equipment (including 
computer hardware). These assets are depreciated over their estimated useful lives after taking into account residual values. 
Replacement or major inspection costs are capitalised when incurred if it is possible that future economic benefits associated  
with the item will flow to the entity and the costs can be measured reliably. 

Land and buildings are stated at their revalued amount, which is the fair value, less subsequent depreciation for buildings. All other 
assets are stated at cost less depreciation and accumulated impairment. Depreciation is calculated using the straight-line method  
to write off the cost less residual values of the assets over their economic lives with the exception of freehold land which is not 
depreciated. The economic lives are as follows: 

Fixtures, fittings and equipment between 3 and 8 years 

Freehold buildings   100 years  

The assets’ residual values, useful lives and method of depreciation are reviewed and adjusted prospectively, if appropriate. 

An item of property, plant and equipment is derecognised upon disposal or when no further future economic benefits are expected 
from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal 
proceeds and the carrying amount of the asset) is included in the income statement in the year in which the asset is derecognised. 

Impairment and revaluation of property, plant and equipment 
Carrying values are reviewed at each reporting date to determine whether there are any indications of impairment. If any such 
indications exist, the asset’s recoverable amount is estimated and compared to the carrying value. The recoverable amount is the  
higher of the fair value of the asset, less costs to sell and the asset’s value in use. Impairment losses are recognised through the  
income statement. Impairment may be reversed if conditions subsequently improve and credited through the income statement. 

Revaluations of land and buildings are undertaken annually, with more frequent revaluations occurring where an assessment is made 
that the carrying amount may differ materially from its fair value. Where a revaluation occurs, any accumulated depreciation at the time 
of the revaluation is eliminated against the gross carrying amount of the asset. 

Increases in the carrying amount arising on the revaluation of Group occupied property are credited to revaluation reserves in other 
comprehensive income. 

Decreases that offset the previous increases of the same asset are charged against revaluation surplus directly in other comprehensive 
income; other decreases are charged to the income statement. 
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2 Accounting policies (continued) 
Financial assets  
Classification  
Financial assets falling within the scope of IAS 39 Financial Instruments: Recognition and Measurement are designated as “at fair value 
through profit or loss”, “loans and receivables” or “held for trading”. The Group determines the classification of its financial assets at 
initial recognition. The Group does not classify any financial assets as held to maturity or available-for-sale financial assets. 

The Group’s financial assets include cash and cash equivalents, insurance and other receivables and quoted and unquoted financial 
investments including derivatives. 

Initial recognition of financial assets  
The Group designates on initial recognition its financial assets held for investment purposes (financial investments) at fair value 
through the profit or loss (“FVTPL”) with the exception of derivatives, which are classified as held for trading. This is in accordance  
with the Group’s documented investment strategy and is consistent with investment risk being assessed on a portfolio basis. 
Information relating to investments is provided internally to the Group’s Directors and key managers on a fair value basis. All other 
financial assets are classified as loans and receivables. 

Purchases and sales of financial assets are accounted for at trade date. 

Subsequent measurement  
Financial assets at FVTPL are stated at fair value, with any resultant gain or loss recognised through the income statement.  

Loans and receivables are measured at amortised cost less accumulated impairment losses using the effective interest rate method. 

Impairment of financial assets 
The Group assesses at each balance sheet date whether any financial assets held at amortised cost are impaired. Financial assets are 
impaired where there is evidence that one or more events occurring after the initial recognition of the asset may lead to a reduction  
in the estimated future cash flows arising from the asset. Impairment losses on financial assets classified as loans and receivables are 
calculated as the difference between the carrying value and the present value of estimated future cash flows discounted at the asset’s 
original effective interest rate. Impairment losses and any reversals of impairments are recognised through the income statement. 

Objective evidence of impairment may include default on cash flows from the asset and reporting financial difficulty of the issuer or 
counterparty. 

Derecognition of financial assets  
A financial asset is derecognised when the rights to receive cash flows from that asset have expired or when the Group transfers 
substantially all the risks and rewards of ownership of the financial assets. 

Offsetting of financial instruments 
Financial assets and financial liabilities are offset and the net amount is reported in the consolidated statement of financial position if, 
and only if, the Group has a currently enforceable legal right to offset the recognised amounts and it intends to settle on a net basis,  
or to realise the assets and settle the liabilities simultaneously. Income and expenses are not offset in the income statement unless 
required or permitted by any accounting standard or interpretation. 

Reinsurance 
The Group cedes insurance risk in the normal course of business for the purpose of limiting its potential losses from accepting 
insurance risk. Reinsurance assets represent amounts expected to be recovered from reinsurers in respect of claims incurred under  
the related insurance contracts and are estimated in a manner consistent with the outstanding claims provision or settled claims under 
the related insurance contracts.  

Reinsurance assets are reviewed for impairment at each reporting date or more frequently when an indication of impairment arises 
during the reporting period. Impairment occurs when there is objective evidence as a result of an event that occurred after initial 
recognition of the reinsurance asset that the Group may not receive all outstanding amounts due under the terms of the contract  
and the event has a reliably measurable impact on the amounts that the Group will receive from the reinsurer. Any impairment loss  
is recorded in the income statement. 

Insurance receivables  
Insurance receivables are recognised when due and are measured on initial recognition at the fair value of the consideration  
received or receivable. Subsequent to initial recognition, insurance receivables are measured at amortised cost less accumulated 
impairment losses, using the effective interest rate method. The carrying value of insurance receivables is reviewed for impairment 
whenever events or circumstances indicate that the carrying amount may not be recoverable, with the impairment loss recorded in  
the income statement. 

Insurance receivables are derecognised when the derecognition criteria for financial asset, as described in the financial asset 
accounting policy, have been met. 

  



Governance

esure Group Annual Report 2013 77

Strategic Report

Financial Statements

2 Accounting policies (continued) 
Deferred acquisition costs (“DAC”) 
Acquisition costs comprise all commission and other acquisition costs arising from the conclusion of insurance contracts. Deferred 
acquisition costs represent the proportion of acquisition costs incurred that corresponds to the unearned premiums provision at the 
reporting date, and are deferred to the extent that these costs are recoverable out of future premiums. All other acquisition costs are 
recognised as an expense when incurred. 

Subsequent to initial recognition, DAC assets are amortised over the period in which the related revenues are earned.  

DAC assets are derecognised when the obligations under the related insurance contracts are either transferred or settled. 

Cash and cash equivalents 
Cash and cash equivalents includes cash in hand, deposits held at call with banks, and other short-term deposits with original maturities 
of three months or less that are held to meet short-term cash commitments rather than for investment or other purposes. 

Insurance contract liabilities  
Provision for unearned premiums  
The provision for unearned premiums represents that portion of premiums received or receivable that relates to risks that have not  
yet expired at the reporting date. The provision is recognised when the contracts are entered into and premiums are charged, and is 
brought to account as premium income over the term of the contract in accordance with the pattern of insurance service provided 
under the contract. 

Liability adequacy test 
At each reporting date the Group reviews its unexpired risk and performs a liability adequacy test to determine whether the estimated 
cost of future claims and deferred acquisition costs exceeds the provision for unearned premiums. This calculation uses current 
estimates of future contractual cash flows after taking account of the investment return expected to arise on assets relating to the 
relevant technical provision. If these estimates show that the carrying amount of the unearned premium is inadequate, the deficiency  
is recognised in the income statement by setting up a provision for unexpired risk. 

Outstanding claims provision 
The provision for claims outstanding comprises provisions for the estimated cost of settling all claims incurred but not settled at the 
balance sheet date including related claims handling expenses, whether reported or not. Anticipated reinsurance recoveries and 
salvage and subrogation recoveries are disclosed separately as assets. 

Insurance payables 
Insurance payables are recognised when due and measured initially at the fair value of the consideration received. Subsequent to 
initial recognition, they are measured at amortised cost using the effective interest rate method. 

Insurance broking debtors and creditors 
The Group recognises on its balance sheet amounts due to insurers from clients, and money held on behalf of insurers in relation to  
the insurance transactions that the Company handles on behalf of those parties. The cash at bank balances presented in these financial 
statements represent the aggregation of the money held for the benefit of the Company, clients and insurers. 

Financial liabilities 
Financial liabilities falling within the scope of IAS 39 are classified as derivatives “held for trading”, or “other financial liabilities”.  
The Group determines the classification of its financial liabilities at initial recognition. 

The Group’s “other financial liabilities” include insurance and other payables and borrowings.  

Initial recognition  
All financial liabilities are measured initially at fair value less, in the case of other financial liabilities, directly attributable  
transaction costs. 

Subsequent measurement  
After initial recognition, other financial liabilities are subsequently measured at amortised cost using the effective interest rate method. 
Gains and losses are recognised in the income statement when the liabilities are derecognised.  

Amortised cost is calculated by taking into account any fees or costs that are an integral part of effective interest rate, transaction costs 
and all other premiums and discounts. The amortisation is included in finance costs in the income statement. 
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2 Accounting policies (continued) 
Derecognition of financial liabilities 
A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expires. When an existing 
financial liability is replaced by another from the same lender on substantially different terms, or the terms of an existing liability are 
substantially modified, such an exchange or modification, is treated as a derecognition of the original liability and the recognition of  
a new liability, and the difference in the respective carrying amounts is recognised in the income statement. 

Derivatives 
Derivatives are measured at fair value both initially and subsequent to initial recognition. All changes in fair value are recognised in  
the income statement. Derivatives are presented as assets when the fair values are positive and as liabilities when the fair values  
are negative.  

Hedge accounting 
The Group does not currently designate any derivatives as hedging instruments. 

Share capital 
Shares are classified as equity when there is no contractual obligation to transfer cash or other assets to holders of the  
financial instruments. 

Provisions 
Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, and it is probable 
that an outflow of resources embodying economic benefits will be required to settle the obligation, and a reliable estimate can be 
made of the amount of the obligation. Where the Group expects some or all of the expenditure required to settle a provision to be 
reimbursed, the reimbursement is recognised as a separate asset but only when the reimbursement is virtually certain. The expense 
relating to a provision is presented in the income statement net of any reimbursement. If the effect of the time value of money is 
material, provisions are discounted using a current pre-tax rate that reflects, where appropriate, the risks specific to the liability.  
Where discounting is used, the increase in the provision due to the passage of time is recognised as a finance cost. 

Employee benefits – pensions 
The Group contributes to a defined contribution scheme for its employees. The contributions payable to this scheme are charged to the 
income statement in the accounting period to which they relate. 

Leases  
Group as a lessor  
Leases where the Group does not transfer substantially all the risks and benefits of ownership of the asset are classified as operating 
leases. Initial direct costs incurred in negotiating an operating lease are added to the carrying amount of the leased asset and 
recognised over the lease term on the same basis as rental income. Contingent rents are recognised as revenue in the period in  
which they are earned. 

Group as a lessee – operating leases 
Leases which do not transfer to the Group substantially all the risks and benefits incidental to ownership of the leased items are 
classified as operating leases. Operating lease payments are recognised as an expense in the income statement on a straight-line  
basis over the lease term. Contingent rentals are recognised as an expense in the period in which they are incurred. 

Share-based payments 
Equity-settled share-based payments to employees are measured at the grant date at the fair value of the equity instruments 
(excluding the effect of non-market vesting conditions but including the effect of market vesting conditions). Fair value is not 
subsequently remeasured. 

The fair value of equity-settled share-based payments is expensed on a straight-line basis over the vesting period, with a corresponding 
increase in equity, based on the best estimate of the number of awards which will ultimately vest unconditionally with employees.  
The estimate of the number of awards expected to vest (excluding the effect of market vesting conditions) is revised at each reporting 
date, with any consequential changes to the charge recognised in the income statement. 

Where equity-settled share-based payments are modified, any incremental fair value is expensed on a straight-line basis over the 
revised vesting period. 
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3 Critical accounting judgements and estimates 
The preparation of these consolidated financial statements requires management to make judgements, estimates and assumptions that 
affect the application of policies and reported amounts of assets and liabilities, income and expenses. The estimates and associated 
assumptions are based on historical experience and various other factors that are believed to be reasonable under the circumstances, 
the results of which form the basis of making judgements about carrying values of assets and liabilities that are not readily apparent 
from other sources. Actual results may differ from these estimates; however the consolidated financial statements presented are based 
on conditions that existed at the balance sheet date. 

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the 
period in which the estimate is revised if the revision affects only that period, or in the period of the revision and future periods if the 
revision affects both current and future periods. 

Key sources of estimation uncertainty and critical judgements in applying the Group’s accounting policies 
Insurance contract liabilities  
Estimates have to be made both for the expected ultimate cost of claims reported at the reporting date and for the expected ultimate 
cost of claims incurred but not reported (“IBNR”) at the reporting date. It can take a significant period of time before ultimate claims cost 
can be established with certainty and for some types of claims, IBNR claims account for the majority of the liability in the statement of 
financial position. 

The ultimate cost of outstanding claims is estimated by carrying out standard actuarial projections in line with the Institute and Faculty 
of Actuaries Technical Actuarial Standards. These techniques use past claims information and development patterns of these claims to 
project the expected future claims cost both for notified and non-notified claims.  

Similar judgements, estimates and assumptions are employed in the assessment of adequacy of provisions for unearned premium and 
hence whether there is a requirement for an unexpired risk provision. 

Please refer to note 19 for additional details.  

4 Segmental information 
Operating segments 
The Group has four operating segments as described below. These segments are also the Group’s reportable segments and represent 
the manner in which the Business is regularly reported to the Group’s Executive and Board of Directors. 

Motor underwriting 
This segment incorporates the revenues and expenses directly attributable to the Group’s Motor insurance underwriting activities 
inclusive of additional insurance products underwritten by the Group.  

Home underwriting  
This segment incorporates the revenues and expenses directly attributable to the Group’s Home insurance underwriting activities. 

Non-underwritten additional services 
This segment represents the revenue and expenses relating to sales of third-party additional insurance products to Motor and Home 
insurance customers; policy administration fees; instalment interest income; fees generated from the appointment of firms used during 
the claims process, including medical, car hire suppliers; and, prior to the implementation of the Legal Aid, Sentencing and Punishment 
of Offenders Act 2012, applicable legal panel membership fees.  

Investments 
This segment represents income from investments (to manage liabilities under insurance contracts and generate return for 
shareholders) and an equity holding in a joint venture. 
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4 Segmental information (continued) 
Segmental revenues, expenses and other information  
An analysis of the Group’s results by reportable segment is shown below: 

Year ended 31 December 2013 

Motor 
underwriting

£m

Home 
underwriting

£m

Non-underwritten 
additional 

services
£m

Investments 
£m 

Total
£m

Gross written premiums 446.5 89.3 – – 535.8
Earned premiums, net of reinsurance  407.3 81.9 – – 489.2
Investment income – – – 14.7 14.7
Instalment interest income – – 30.8 – 30.8
Fees for additional services – – 38.8 – 38.8
Total income 407.3 81.9 69.6 14.7 573.5
Net incurred claims (273.7) (48.6) – – (322.3)
Claims handling costs (13.3) (2.1) – – (15.4)
Insurance expenses (79.3) (21.6) – – (100.9)
Other operating expenses (excl. amortisation  
of intangibles) – – (17.2) – (17.2)
Total expenses (366.3) (72.3) (17.2) – (455.8)
Share of joint venture profit (gross of tax  
and amortisation)     12.9 12.9
Trading profit 41.0 9.6 52.4 27.6 130.6
Amortisation of acquired intangibles       (4.3)
Non-trading costs       (2.8)
Finance costs       (2.2)
Profit before taxation       121.3
Tax expense       (28.1)
Profit after taxation       93.2

  
Net expense ratio 22.7% 28.9%     23.8%
Net loss ratio 67.2% 59.3%     65.9%
Combined operating ratio 89.9% 88.2%     89.7%

The average number of in-force policies during the year ended 31 December 2013 was 1.86m. 
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4 Segmental information (continued) 

Year ended 31 December 2012 

Motor 
underwriting

£m

Home 
underwriting

£m

Non-underwritten 
additional  

services 
£m 

Investments 
£m 

Total
£m

Gross written premiums 429.0 86.0 – – 515.0
Earned premiums, net of reinsurance  403.2 77.0 – – 480.2
Investment income – – – 39.4 39.4
Instalment interest income – – 28.5 – 28.5
Fees for additional services – – 44.4 – 44.4
Total income 403.2 77.0 72.9 39.4 592.5
Net incurred claims (282.4) (49.7) – – (332.1)
Claims handling costs (15.5) (1.8) – – (17.3)
Insurance expenses (74.8) (21.3) – – (96.1)
Other operating expenses (excl. amortisation  
of intangibles) – – (21.2) – (21.2)
Total expenses (372.7) (72.8) (21.2) – (466.7)
Share of joint venture profit (gross of tax  
and amortisation)     12.3 12.3
Trading profit 30.5 4.2 51.7 51.7 138.1
Amortisation of acquired intangibles       (5.2)
Non-trading costs       (5.2)
Finance costs       (9.2)
Profit before taxation       118.5
Tax expense       (30.4)
Profit after taxation       88.1

         
Net expense ratio 22.4% 30.0%     23.6%
Net loss ratio 70.0% 64.5%     69.2%
Combined operating ratio 92.4% 94.5%     92.8%

The average number of in-force policies during the year ended 31 December 2012 was 1.72m.  

There are no other material components of income and expense or non-cash items. 

Trading profit, being earnings before interest, tax, non-trading expenses and amortisation of acquired intangible assets, is 
management’s measure of the overall profitability of the Group’s operating activities. The Group’s segmental trading profit, comprised 
of Motor underwriting, Home underwriting, investments and non-underwritten additional services is £130.6m (2012: £138.1m).  

The Group’s profit after tax is £93.2m (2012: £88.1m). 

The Group incurred non-trading costs of £2.8m in 2013 relating to activities associated with Admission and share-based payments in 
respect of the long service and one-off awards disclosed in note 26. The Group incurred non-trading costs of £5.2m in 2012, primarily 
relating to potential corporate transactions.  

Segmental profit drivers 
Motor and Home underwriting 
The performance of the Motor and Home underwriting segments is measured by reference to a number of Key Performance Indicators, 
including in-force policies and the combined operating ratio. 

Profitability of segmental underwriting activities is measured by reference to the net loss ratio, being net incurred claims as a 
percentage of earned premiums, net of reinsurance. For the year ended 31 December 2013, the Motor underwriting net loss ratio  
was 67.2% (2012: 70.0%) and the Home underwriting net loss ratio was 59.3% (2012: 64.5%). The total net loss ratio was 65.9% 
(2012: 69.2%). 

Overall profitability of the Group’s underwriting activities is measured by reference to the combined operating ratio, being the net 
expense ratio (net insurance expenses plus claims handling costs as a percentage of earned premiums, net of reinsurance) plus the net 
loss ratio. For the year ended 31 December 2013, the net expense ratio was 23.8% (2012: 23.6%) giving a combined operating ratio  
of 89.7% (2012: 92.8%). 

All Motor and Home underwriting income is generated in the UK.  

  



esure Group Annual Report 201382

Notes to the fi nancial statements continued

4 Segmental information (continued) 
Additional services 
The performance of additional services (inclusive of underwritten additional insurance products that are reported within the Motor 
underwriting segment), is measured by reference to revenue per in-force policy (“IFP”) on a rolling 12 month basis. At 31 December 
2013, revenue per IFP was £56.0 (2012: £60.6).  

Since the implementation of the Legal Aid, Sentencing and Punishment of Offenders Act 2012, applicable legal panel membership fees 
are no longer received. For comparability, Motor additional services income has been measured by reference to additional services 
revenue, excluding Claims Income, per Motor IFP. At 31 December 2013, revenue per IFP under this metric was £64.3 (2012: £62.9). 

Statement of financial position 
The assets and liabilities of the Group are managed on an aggregated consolidated basis. They are not allocated to reportable segments 
and are reported on the same basis as disclosed in the consolidated statement of financial position on page 68. 

Reconciliation of segmental reporting to the consolidated statement of comprehensive income 
The Group’s segmental reporting presents amortisation of acquired intangible assets separately from other operating expenses.  
The Group’s share of joint venture profit is presented before tax and amortisation. 

5 Earned premiums, net of reinsurance 
Year ended  

31 Dec 2013 
£m 

Year ended 
31 Dec 2012

£m

Gross written premiums 535.8 515.0
Change in unearned premium provision (9.7) (3.3)
Premium revenue arising from insurance contracts issued 526.1 511.7

Written premiums, ceded to reinsurers (40.7) (32.8)
Change in unearned premium provision 3.8 1.3
Earned premiums, ceded to reinsurers (36.9) (31.5)
Earned premiums, net of reinsurance 489.2 480.2

6 Investment income and instalment interest 
Year ended  

31 Dec 2013 
£m 

Year ended 
31 Dec 2012

£m

Interest income on financial investments at FVTPL 16.4 16.6
Interest income on cash deposits 0.4 0.4
Investment expenses (2.5) (1.7)
Fair value (losses)/gains on derivative financial instruments (1.4) 2.5
Gains on financial investments at FVTPL  1.7 21.5
Rental income 0.1 0.1
Total investment income 14.7 39.4
Instalment interest 30.8 28.5
Total investment income and instalment interest 45.5 67.9

Total interest income calculated using the effective interest rate method comprises interest income on cash deposits and  
instalment interest. 

7 Employee benefit expense 
Year ended  

31 Dec 2013 
£m 

Year ended 
31 Dec 2012

£m

Wages and salaries 43.4 42.5
Social security costs 4.4 4.1
Pension costs (defined contribution schemes) 2.3 2.4
Equity settled share-based payment expenses (note 26) 1.8 –
Total employee benefit expense 51.9 49.0

The average number of employees, including Directors, during each period was: 

 
Year ended  

31 Dec 2013 
Year ended 

31 Dec 2012

Operations  1,191 1,192
Support 374 346
Total average number of employees 1,565 1,538
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8 Directors’ remuneration 

 

Year ended  
31 Dec 2013 

£m 

Year ended 
31 Dec 2012

£m

Emoluments 2.4 1.9
Contributions to defined contribution pension scheme 0.1 0.1
Total Directors’ remuneration 2.5 2.0
 

Remuneration of the highest paid Director 

Year ended  
31 Dec 2013 

£m 

Year ended 
31 Dec 2012

£m

Emoluments 0.8 1.0
Contributions to defined contribution pension scheme – –
Total remuneration of the highest paid Director 0.8 1.0

Directors’ emoluments do not include the value of any share options granted to Directors. Full disclosure of the awards is provided in 
note 26. No Directors exercised share options during the year (2012: nil) and no shares were exercisable as at 31 December 2013 
(2012: nil).  

Retirement benefits were accruing to two Directors (2012: three) in respect of defined contribution pension schemes.  

9 Insurance and other operating expenses 

 

Year ended  
31 Dec 2013 

£m 

Year ended 
31 Dec 2012

£m

Acquisition of insurance contracts  56.8 52.3
Change in DAC (2.2) (2.5)
Administration 46.3 46.3
Insurance expenses 100.9 96.1
Other operating expenses 22.8 29.6

10 Profit after tax 
Profit after tax is stated after charging/(crediting): 

  

Year ended  
31 Dec 2013 

£m 

Year ended 
31 Dec 2012

£m

Employee benefit expense (note 7) 51.9 49.0
Depreciation of property, plant and equipment 1.0 1.3
Amortisation of intangible assets 3.6 4.0
Operating lease payments 3.0 3.2
Government grant income (0.1) (0.1)
  
Auditor’s remuneration:    
Fees for audit services    
Audit of these financial statements 0.1 0.0
Audit of financial statements of subsidiaries of the Company 0.2 0.2
Total audit fees 0.3 0.2
Fees for non-audit services    
Audit-related assurance services 0.0 0.1
Tax compliance services 0.1 0.1
Tax advisory fees 0.0 0.0
Corporate finance services 0.3 0.8
All other services  0.1 0.3
Total non-audit fees 0.5 1.3
Total Group auditor remuneration 0.8 1.5

Amortisation arises on software, acquired brands and customer relationships. Amortisation charged is recorded within insurance 
expenses and other operating expenses. 

Corporate finance services primarily relate to the reporting Accountants fee in connection with the Company’s listing. 
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11 Investment in joint venture 
At 31 December 2013 the Group owns 50% (2012: 50%) of the ordinary share capital and has a 50% (2012: 50%) interest in 
Gocompare.com Holdings Limited (“Gocompare”), a company incorporated in England and Wales. The principal activity of the company 
is a holding company of an internet-based price comparison business. The Group has Gocompare board representation in order to 
protect its interest, however the investment is held by the Group on an arms length basis and the investment is not strategic to  
the Group. 

The following represents the assets, liabilities, revenue and results of the joint venture after adjustments made to comply with the 
equity method of accounting: 

 
2013  

£m 
2012 

£m

Non-current assets (including goodwill of £41.6m (2012: £41.6m) and intangible assets of £3.4m 
(2012: £6.2m) recognised on application of the equity method by esure Group plc 47.0 48.4
Current assets 44.5 38.2
Total assets 91.5 86.6
Current liabilities 11.3 11.4
Non-current liabilities – –
Total liabilities 11.3 11.4
Net assets 80.2 75.2
esure Group plc’s share of net assets (50%): 40.1 37.6
  
Revenue  110.2 105.4
Expenses (84.6) (81.0)
Amortisation of intangible assets recognised on application of the equity method by esure Group plc (2.8) (4.0)
Adjustment to eliminate unrealised profits 0.2 0.2
Profit before tax 23.0 20.6
Taxation expense (6.0) (6.0)
Profit after tax 17.0 14.6

esure Group plc’s share of profit after tax (50%): 8.5 7.3
  
Memorandum items    
Cash and cash equivalents  35.0 29.9
Depreciation and software license amortisation 0.6 0.4
Financial liabilities (excluding trade and other payables and provisions) – –
Interest income and expenses 0.3 0.3
Other comprehensive income – –

Gocompare is part of a VAT Group of which each member is jointly and severally liable. The VAT Group’s liability at 31 December 2013 
was £1.4m (2012: £1.4m). The VAT Group is external to esure Group plc and esure Group plc is not liable in respect of the VAT Group. 

Goodwill and amortisation 
There were no indicators of impairment of the investment in the joint venture in the periods reported and as a result no impairment 
testing was performed on goodwill and intangible assets. 

Risks associated with the interest in the joint venture 
The two principal risks facing Gocompare are uncertainty regarding future regulatory changes and the highly competitive  
environment in which it operates, specifically the potential impact of continued rises in media costs impacting both profitability  
and customer volumes.  

Dividends received from the joint venture 
The Group received dividends from Gocompare during 2013 of £6.0m (2012: £5.5m). 
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12 Finance costs 
Finance costs in each period represents the total interest expense calculated using the effective interest rate method. 

  

Year ended  
31 Dec 2013 

£m 

Year ended 
31 Dec 2012

£m

Interest expense Perpetual Subordinated Loan Notes (see note 18) 2.2 9.5
Interest credit on unsecured loan notes (see note 18) – (0.3)
Total finance costs  2.2 9.2

13 Taxation 

 

Year ended  
31 Dec 2013 

£m 

Year ended 
31 Dec 2012

£m

Current taxes on income for the reporting period 25.4 28.3
Total current tax 25.4 28.3
Deferred tax credit for the reporting period  (0.2) (0.8)
Effect of change in tax rate (0.0) (0.1)
Total deferred tax (0.2) (0.9)
Taxation expense  25.2 27.4

The tax rate used for the calculations is the Corporation Tax rate of 23.25% (2012: 24.5%) payable by corporate entities in the UK on 
taxable profits under tax law in that jurisdiction. The deferred tax rates used are those that apply to the year the tax charge or credit is 
expected to materialise. 

The expense for the year can be reconciled to the profit before tax per the consolidated statement of comprehensive income  
as follows: 

  

Year ended  
31 Dec 2013 

£m 

Year ended 
31 Dec 2012

£m

Profit before taxation 118.4 115.5

Taxation calculated at 23.25% (2012: 24.5%) 27.5  28.3
Effect of expenses that are not deductible 0.4 1.3
Adjustments in relation to the current tax of prior years (0.7) (0.3)
Non-taxable income (2.0) (1.8)
Change in tax rate (0.0) (0.1)
Taxation expense  25.2 27.4
 

Tax recognised directly in equity 

Year ended  
31 Dec 2013 

£m 

Year ended 
31 Dec 2012

£m

Deferred tax credit recognised directly in equity (0.0) –
Total tax recognised directly in equity  (0.0) –

The deferred tax recognised directly in equity relates to deferred tax arising on share-based payments where the amount of the 
estimated future tax deduction exceeds the amount of the related cumulative remuneration expense recognised. 

Factors affecting the tax charge for future periods 
It has been announced, and substantively enacted on 2 July 2013, that the Corporation Tax rate will be reduced to 21% with effect 
from 1 April 2014, and further reduced to 20% from 1 April 2015.  

As the changes have been substantively enacted as at the balance sheet date, the announced changes are reflected in the deferred tax 
liability recognised in the consolidated statement of financial position as at 31 December 2013. 

14 Dividends 
An interim dividend per share of 2.5p (£10.4m) was declared by the Board of Directors on 6 August 2013. No dividends were declared 
in the year ended 2012 by the Group. Subsequent to the year end, a dividend per share of 13.3p (£55.4m) was declared by the Board 
of Directors.  

  



esure Group Annual Report 201386

Notes to the fi nancial statements continued

15 Earnings Per Share 
Basic 
Basic earnings per share is calculated by dividing the earnings attributable to the owners of the Group and the weighted average of 
Ordinary Shares in issue during the period, excluding Ordinary Shares held as employee trust shares. 

Diluted 
Diluted earnings per share is calculated by dividing the earnings attributable to the owners of the Group by the weighted average of 
Ordinary Shares in issue during the period adjusted for any dilutive potential Ordinary Shares.  

The difference between the basic and diluted weighted average number of shares outstanding during the period, being 135,848  
(2012: nil), relates to the dilutive potential of the share-based payment arrangements. Details of share awards are set out in note 26.  

During the year ended 31 December 2013, the Group undertook a number of capital transactions, in anticipation and upon Admission 
to trading on the London Stock Exchange.  

On 21 February 2013, the share capital of the Group was reduced by the cancellation of 4,000,000,000 Non-Voting Old Ordinary 
Shares of £0.01 each and £40 million cash was paid to Tosca Penta Investments LP out of existing financial resources. 

On 25 February 2013, each A, B and C Ordinary Share was subdivided into 12 shares of the same class. Immediately prior to Admission, 
these 399,600,000 shares of 1/12 pence, were converted into a single class of Ordinary Share.  

On Admission the Group repurchased from Tosca Penta Investments LP the remaining 4,485,014,000 Non-Voting Ordinary Shares of 
£0.01 each at par (amounting, in total, to £44.85 million) and the 1,000 Redeemable Priority Return Shares of £0.01 each. 

The Group issued 17,241,380 new Ordinary Shares with a nominal value of 1/12 pence each on 27 March 2013 for a total aggregate 
amount of £50 million. 

The calculation of basic and diluted earnings per share for comparative periods has been adjusted accordingly. Where there has been 
no change in existing resources, the calculation has been adjusted retrospectively to reflect these changes; where there has been a 
change in resources, the calculation has been adjusted from the date of that change in resources. 

Year ended  
31 Dec 2013 

£m 

Year ended 
31 Dec 2012

£m

Profit after taxation  93.2 88.1
Weighted average number of Ordinary Shares (million) – basic 2,037.7 8,883.0
Unadjusted earnings per share – basic (pence per share) 4.57 0.99
Weighted average number of Ordinary Shares (million) – diluted 2,037.9 8,883.0
Unadjusted earnings per share – diluted (pence per share) 4.57 0.99

Please refer to note 25 for a description of the distribution rights of each type of share in issue. 

Pro forma earnings per Ordinary Share 
Year ended  

31 Dec 2013 
 Year ended 

31 Dec 2012

Profit after taxation (£m) 93.2 88.1
Number of Ordinary Shares (million) in issue  416.8 416.8
Pro forma earnings per Ordinary Share (pence per share) 22.4  21.1

Pro forma earnings per Ordinary Share is calculated as profit after tax divided by the number of Ordinary Shares in issue on Admission 
to the London Stock Exchange. There have been no changes to the number of Ordinary Shares in issue since Admission to the London 
Stock Exchange.  
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16 Intangible assets 

Software
£m

Acquired  
brands 

£m 

Customer 
relationships 

£m 
Total

£m

Cost       
As at 31 December 2011 3.6 24.2 11.3 39.1
Additions in the year  0.5 – – 0.5
As at 31 December 2012 4.1 24.2 11.3 39.6
Additions in the year  0.6 – – 0.6
Disposals in the year – – – –
As at 31 December 2013 4.7 24.2 11.3 40.2

   
Accumulated amortisation and impairment       
As at 31 December 2011 1.4 8.8 8.8 19.0
Charge for the year 0.8 1.8 1.4 4.0
As at 31 December 2012 2.2 10.6 10.2 23.0
Charge for the year 0.7 2.3 0.6 3.6
As at 31 December 2013 2.9 12.9 10.8 26.6

   
Net book value       
As at 31 December 2012 1.9 13.6 1.1 16.6

As at 31 December 2013 1.8 11.3 0.5 13.6

The acquired brands intangible asset represents the First Alternative, Sheilas’ Wheels and esure brands. The Sheilas’ Wheels and  
esure brands were acquired by the Group as part of the acquisition of esure Holdings Limited in 2010 and were fair valued at the  
date of acquisition in accordance with the requirements of IFRS 3. 

The customer relationships intangible asset represents customer relationships acquired by the Group as part of the acquisition of  
esure Holdings Limited in 2010 and were fair valued at the date of acquisition in accordance with the requirements of IFRS 3. 

Impairment testing on intangible assets 
The Group tests intangible assets with finite useful lives for impairment where there are indicators that their carrying value may  
be impaired. 

Software 
There were no indicators of impairment in the periods reported and as a result no impairment testing was performed.  

Brands 
First Alternative 
The intangible asset has been fully impaired since 31 December 2011.  

Sheilas’ Wheels and esure  
There were no indicators of impairment in the periods reported and as a result no impairment testing was performed. 

Customer relationships 
There were no indicators of impairment in the periods reported and as a result no impairment testing was performed. 
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17 Property, plant and equipment 

Land and 
buildings

£m

Fixtures,  
fittings and 
equipment 

£m 
Total

£m

Cost      
As at 31 December 2011 12.6 4.4 17.0
Additions in the year – 1.0 1.0
Revaluation of land and buildings (1.2) – (1.2)
Disposals in the year –  – –
As at 31 December 2012 11.4  5.4 16.8
Additions in the year – 1.9 1.9
Revaluation of land and buildings 0.2 – 0.2 
Disposals in the year – – –
As at 31 December 2013 11.6 7.3 18.9

   
Accumulated depreciation   
As at 31 December 2011 0.2 2.3 2.5
Charge for the year 0.2 1.1 1.3
Revaluation of land and buildings (0.4) – (0.4)
As at 31 December 2012 –  3.4 3.4
Charge for the year 0.1 0.9 1.0 
Revaluation of land and buildings (0.1) – (0.1)
As at 31 December 2013 – 4.3 4.3

   
Carrying amount      
As at 31 December 2012 11.4 2.0 13.4

As at 31 December 2013 11.6 3.0 14.6

Owner-occupied properties are stated at their revalued amounts, as assessed by qualified external valuers annually, all with recent 
relevant experience. These values are assessed in accordance with the relevant parts of the current RICS Valuation Standards in the UK 
(“Red Book”). More frequent revaluations are performed by management to assess that the carrying amount does not materially differ 
from its fair value. 

This assessment, on the basis of existing use value and in accordance with UK Valuation Standard 1.3, is the estimated amount for 
which a property should exchange on the date of valuation between a willing buyer and a willing seller in an arm’s length transaction, 
after proper marketing wherein the parties had acted knowledgeably, prudently and without compulsion, assuming that the buyer is 
granted vacant possession of all parts of the property required by the business and disregarding potential alternative uses and any 
other characteristics of the property that would cause its market value to differ from that needed to replace the remaining service 
potential at least cost. The valuation assessment adopts market-based evidence and is in line with guidance from the International 
Valuation Standards Committee and the requirements of IAS 16 Property, Plant and Equipment. 

Independent valuations were performed as at 31 December 2013 and 31 December 2012. If land and buildings were held under the 
cost model, land and buildings would have a carrying value at 31 December 2013 of £12.1m (31 December 2012: £12.2m).  
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18 Financial assets and liabilities  
18.1 Financial assets  

 

As at  
31 Dec 2013 

£m 

As at 
31 Dec 2012

£m

Financial investments designated at FVTPL  
Shares and other variable-yield securities and units in unit trusts 27.3 29.4
Debt securities and other fixed income securities  612.0 617.0
Deposits with credit institutions 99.8 132.4
  
Financial investments held for trading:    
Derivative financial instruments  2.1 0.4
Financial investments 741.2 779.2
  
Loans and receivables:  
Insurance and other receivables (note 20) 153.4 144.0
Cash and cash equivalents (note 22) 27.6 39.4
Total financial assets 922.2 962.6

Financial investments are held to support the Group’s insurance activities and may be required to be realised in order to meet the 
obligations arising out of those activities at any time. On that basis, the investments are deemed to be recoverable within 12 months. 

Derivative financial instruments, at fair value through profit or loss 
To eliminate as far as possible the effect of exchange rate fluctuations on the value of investments denominated in currencies other 
than Sterling, the Group has purchased over-the-counter forward currency contracts. The Group also uses government bond futures  
as a mechanism to adjust investment portfolio duration. The Group’s exposure to currency risk is set out in note 18.3a (iii). 

18.2 Financial liabilities  

 

As at  
31 Dec 2013 

£m 

As at 
31 Dec 2012

£m

Financial liabilities held for trading:    
Derivative financial instruments 0.1 0.3
  
Other financial liabilities:    
Borrowings (see below) – 50.0
Insurance and other payables (note 23) 22.9 22.8
Total financial liabilities 23.0 73.1
 

  

As at  
31 Dec 2013 

£m 

As at 
31 Dec 2012

£m

Borrowings  
Perpetual Subordinated Loan Notes  – 50.0
Total borrowings – 50.0

Derivative financial instruments are due within one year. All of the subordinated loan note liability at 31 December 2012 was perpetual 
and there was no contractual maturity date. 

Perpetual Subordinated Loan Notes 
On 11 February 2010, esure Finance Limited, a wholly owned subsidiary undertaking, created and issued 50,000,000 unsecured 
perpetual subordinated loan notes of £1 each (the "Perpetual Subordinated Loan Notes"). The interest rate was 18.9% per annum,  
paid annually. 

The Perpetual Subordinated Loan Notes were listed on the Channel Islands’ Stock Exchange. 

On 28 March 2013 the Perpetual Subordinated Loan Notes were repaid by the Group following Admission of esure Group plc to the 
London Stock Exchange. 
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18 Financial assets and liabilities (continued) 
18.3 Financial risk management objectives 
The Group is exposed to a range of financial risks through its financial assets, financial liabilities, reinsurance assets and policyholder 
liabilities. In particular, the key financial risk is that the proceeds from financial assets are not sufficient to fund the obligations arising 
from insurance policies as they fall due. The most important components of this financial risk are market risk (including interest rate risk, 
equity price risk and currency risk), credit risk and liquidity risk.  

(a) Market risk 
These risks arise from open positions in interest rate, currency and equity products, all of which are exposed to general and specific 
market movements. The market risks that the Group primarily faces due to the nature of its investments and liabilities are interest rate 
risk and equity price risk.  

The Group manages market risk by virtue of its risk management framework, incorporating the Group’s Risk Appetite and setting an 
appropriate investment strategy. 

The majority of investments held are listed and traded on the UK and other recognised stock exchanges. The Group has a defined 
investment strategy and market risk policy which sets limits on the Group’s exposure by setting, where applicable, duration, issuer  
and concentration limits for each asset class.  

The Group’s Board appoints members to the Group’s Investment Committee who are responsible for recommending future investment 
strategy, guidelines and policies, in line with the Board-approved Risk Appetite, for the Board’s approval. Ultimately, the Board is 
responsible for setting the investment strategy, defining the risk appetite and appointing investment managers. The-day-to-day 
management of investments is delegated to the investment fund managers and monitored by the Investment Committee.  

Investment Committee meetings, chaired by a Non-Executive Director, are held at least quarterly. At these meetings, Non-Executive 
Directors, Executive Directors and senior managers meet to discuss investment performance, composition and strategy across the 
Group’s portfolio.  

(i) Interest rate risk 
Interest rate risk arises primarily from investments in fixed interest securities. The Investment Committee balances the portfolio of 
investments to manage the exposure to interest rate risk. In addition, to the extent that claims inflation is correlated to interest rates, 
liabilities to policyholders are exposed to interest rate risk. 

The Group monitors interest rate risk on a monthly basis by calculating the mean duration of key elements of the investment portfolio 
and of the liabilities to policyholders under insurance contracts. The mean duration is an indicator of the sensitivity of the assets and 
liabilities to changes in current interest rates. The mean duration of the technical liabilities is determined by means of projecting 
expected cash flows using standard actuarial claims projection techniques. Asset allocation decisions made by the Investment 
Committee give due consideration to the duration and profile of liabilities to avoid any significant mismatch in the asset and liability 
profiles. In order to preserve capital and to reduce the risk of an investment loss due to interest rate movements, it is acceptable for  
the duration of the asset portfolio, to be shorter, but not longer than the average duration of the liabilities. The Group’s investment 
managers also have the ability to use Government bond futures as a mechanism to ensure portfolio duration remains within  
strict limits. 

The sensitivity analysis for interest rate risk illustrates how changes in the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates at the reporting date. For an increase of 100 basis points in interest yields the 
profit before tax for the period would decrease by £7.7m (2012: £7.1m). For a decrease of 25 basis points in interest yields the profit 
before tax for the period would increase by £1.9m (2012: £1.6m).  

(ii) Equity price risk 
The Group is exposed to equity securities price risk as a result of its holdings in investments with prices quoted on a stock exchange 
and classified as financial assets at FVTPL. Exposures to individual companies and to equity shares in aggregate are monitored in order 
to ensure compliance with the relevant regulatory limits for solvency purposes. 

If equity market indices had increased/decreased by 10%, the profit before tax for the year would increase/decrease by £2.7m  
(2012: £2.9m). 

(iii) Currency risk 
The Group has exposure to currency risk in respect of certain investments denominated in currencies other than Sterling. At the 
reporting date the most significant currencies to which the Group is exposed are Euros and US Dollars (USD). The Group seeks to 
mitigate currency risk by the use of forward contracts and other derivatives, with a maturity of less than three months from the 
reporting date, matching the estimated foreign currency denominated assets with liabilities denominated in the same currency.  
Strict agreements are in place with investment managers to ensure all non-Sterling debt securities and other fixed income securities  
are hedged to between 99.5% and 100.5% of the carrying value. 

One investment manager, who holds shares and other variable yield securities, is not required to hedge out all currency risk.  
The maximum permitted value of shares and other variable yield securities which may have unhedged currency risk exposure,  
per the investment manager’s mandate, is £8.7m (2012: £nil). At the reporting date the Group has direct exposure to both USD  
and Swiss francs (CHF) through shares with a value of less than £0.5m. If the Sterling rates with either of these foreign currencies  
had strengthened/weakened by 10%, the profit before tax for the year would increase/decrease by £0.0m (2012: £nil). 
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18 Financial assets and liabilities (continued) 
18.3 Financial risk management objectives (continued) 
(b) Credit risk 
Credit risk is the risk that a counterparty will not be able to pay amounts in full when due in accordance with the term of the contract, 
causing the Group to incur a financial loss. 

Key areas where the Group is exposed to credit risk are: 

• Credit instruments held within the investment portfolio; 

• Other amounts due from investment counterparties; 

• Reinsurers’ share of insurance contract liabilities; 

• Amounts due from reinsurers in respect of claims already paid; 

• Amounts due from policyholders;  

• Subrogation and salvage recoveries; and  

• Amounts due from claims suppliers. 

Reinsurance is used to manage insurance risk. This does not, however, discharge the Group’s liability as primary insurer. If a reinsurer 
fails to pay a claim, the Group remains liable for the payment to the policyholder. 

The creditworthiness of reinsurers is considered on an annual basis by reviewing their financial strength prior to finalisation of any 
contract. In addition, management assesses the creditworthiness of all reinsurers by reviewing credit grades provided by rating 
agencies and other publicly available financial information. An analysis of the credit grade of the Group’s 10 largest exposures to 
reinsurers by Standard & Poor’s (S&P) and A.M. Best ratings is produced and reviewed on a monthly basis. The minimum credit  
rating that the Group requires for participation in its reinsurance programmes is Standard & Poor’s A- or the A.M. Best equivalent.  

The Group manages the levels of investment counterparty credit risk it accepts by placing limits on its exposure to a single 
counterparty, or groups of counterparties, and on geographical counterparties and geographical segments. Such risks are subject  
to regular review by the Investment Committee.  

Investments bearing credit risk, and cash and cash equivalents, are summarised below, together with an analysis by credit rating as  
at the reporting date: 

  

As at  
31 Dec 2013 

£m 

As at 
31 Dec 2012

£m

Derivative financial instruments  2.1 0.4
Debt securities 612.0 617.0
Deposits with credit institutions 99.8 132.4
Cash at bank and in hand 27.6 39.4
Investments bearing credit risk and cash and cash equivalents 741.5 789.2
  
AAA 285.3 365.2
AA 164.2 99.5
A 177.9 229.7
BBB 62.6 58.1
Below BBB or not rated 51.5 36.7
Investments bearing credit risk and cash and cash equivalents  741.5 789.2

Shares and other variable-yield securities and units in unit trusts do not bear credit risk. Cash and cash equivalents are “A” rated.  

The analysis by credit rating illustrates a slight reduction in credit quality over the period under review, with a lower proportion of 
assets rated “AAA” in 2013 compared to 2012. This is, as stated in note 25, due to the repayment on Admission of £84.9m of capital 
instruments funded by a commensurate reduction in money market funds. The Group continues to hold the majority of its assets in 
strong investment grade instruments.  

Assets not subject to credit rating are primarily insurance receivables due from policyholders and other debtors. Owing to the high 
number of individual policyholders through which the Group has minimal individual exposure, the overall risk of default to the Group is 
considered to be insignificant. The Group regularly reviews the ageing and individual characteristics of the counterparties of insurance 
receivables and other debtors to manage credit risk and to ensure that impairments are made where necessary. No credit limits were 
exceeded during the year, and no significant financial assets are past due but not impaired at the reporting date.  

During the year ended 31 December 2013, £nil (2012: £2.0m) was charged to other operating expenses in the consolidated income 
statement in respect of a financial asset classified as an other debtor that was individually determined to be impaired following a claims 
supplier entering into administration. No provision account was used for the impairment and no reversal of the impairment has been 
made during 2013. 
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18 Financial assets and liabilities (continued) 
18.3 Financial risk management objectives (continued) 
The following table gives an analysis by age of the impaired debtor at the reporting date: 

As at  
31 Dec 2013 

£m 

As at 
31 Dec 2012

£m

Not due – 0.7
0 to 30 days past due  – 0.7
31 to 60 days past due  – 0.6
Over one year past due 2.0 –
Total impaired debtor 2.0 2.0

(c) Liquidity risk 
Liquidity risk is the risk that the Group, although solvent, either does not have available sufficient financial resources to enable it to 
meet its obligations as they fall due, or can secure them only at excessive cost. The primary liquidity risk of the Group is the obligation 
to pay claims to policyholders as they fall due. Liquidity risk is minimal due to the nature of the business, which is such that material 
liabilities are driven by claims costs, which have a significant lead time from notification to payment.  

In order to mitigate liquidity risk, the maturity of the technical liabilities is determined by means of projecting expected cash flows 
using standard actuarial claims projection techniques. Asset allocation decisions made by the Investment Committee give due 
consideration to the maturity and profile of liabilities to ensure that the maturity of assets is equal to or shorter than the maturity  
of liabilities.  

The table below analyses the contractual maturity of the Group’s financial assets (excluding shares and other variable-yield securities 
and units in unit trusts), salvage and subrogation assets, financial liabilities and outstanding claims. 

The analysis of non derivative financial liabilities and assets is based on the remaining period at the balance sheet date to the 
contractual maturity date. The analysis of claims outstanding is based on the expected dates on which the claims will be settled. 

The amounts disclosed in the tables represent undiscounted cash flows and include payments of both principal and interest: 

Less than 
1 year

£m

 Between 
1 and 5 years

£m

 More than 
5 years

£m
Total 

£m 

 Carrying 
value

£m

Financial assets (excluding shares and other  
variable-yield securities and units in unit trusts), 
salvage and subrogation assets and reinsurers’  
share of claims outstanding         
At 31 December 2013        
Derivative financial instruments 2.1 – – 2.1 2.1
Debt securities and other fixed income securities  140.8 402.6 103.1 646.5 612.0
Deposits with credit institutions 99.8 – – 99.8 99.8
Cash at bank and in hand 27.6 – – 27.6 27.6
Loans and receivables including salvage and 
subrogation assets  171.9 3.0 – 174.9 174.9
Total excluding reinsurers’ share of  
outstanding claims 442.2 405.6 103.1 950.9 916.4
Reinsurers’ share of outstanding claims 25.7 124.9 57.9 208.5 208.5
Total 467.9 530.5 161.0 1,159.4 1,124.9
  
Financial and insurance liabilities        
At 31 December 2013        
Borrowings – – – – –
Derivative financial instruments 0.1 – – 0.1 0.1
Insurance and other payables 22.9 – – 22.9 22.9
Financial liabilities 23.0 – – 23.0 23.0
Claims outstanding 217.3 342.1 99.7 659.1 659.1
Financial and insurance liabilities 240.3 342.1 99.7 682.1 682.1
  



Governance

esure Group Annual Report 2013 93

Strategic Report

Financial Statements

18 Financial assets and liabilities (continued) 
18.3 Financial risk management objectives (continued) 

Less than 
1 year

£m

 Between 
1 and 5 years

£m

 More than  
5 years 

£m 
Total 

£m 

 Carrying 
value

£m

Financial assets (excluding shares and other  
variable-yield securities and units in unit trusts), 
salvage and subrogation assets and reinsurers’  
share of claims outstanding         
At 31 December 2012        
Derivative financial instruments 0.4 – – 0.4 0.4
Debt securities and other fixed income securities  138.6 447.6 74.5 660.7 617.0
Deposits with credit institutions 132.4 – – 132.4 132.4
Cash at bank and in hand 39.4 – – 39.4 39.4
Loans and receivables including salvage and 
subrogation assets  159.9 1.2 – 161.1 161.1
Total excluding reinsurers’ share of  
outstanding claims 470.7 448.8 74.5 994.0 950.3
Reinsurers’ share of outstanding claims 21.9 141.0 56.8 219.7 219.7
Total 492.6 589.8 131.3 1,213.7 1,170.0
    
Financial and insurance liabilities        
At 31 December 2012        
Borrowings – 50.0 – 50.0 50.0
Derivative financial instruments 0.3 – – 0.3 0.3
Insurance and other payables 22.8 – – 22.8 22.8
Financial liabilities 23.1 50.0 – 73.1 73.1
Claims outstanding 220.7 354.4 116.7 691.8 691.8
Financial and insurance liabilities 243.8 404.4 116.7 764.9 764.9

(d) Capital management  
The Group maintains a capital structure consistent with the Group’s risk profile and the regulatory and market requirements of its 
business. The Group’s objectives in managing capital are: 

• To match the profile of its assets and liabilities, taking account of the risks inherent in the business; 

• To satisfy the requirements of its policyholders and regulators; 

• To maintain financial strength to support business growth; and 

• To retain financial flexibility by maintaining strong liquidity and access to a range of capital markets. 

The Group manages as capital all items that are eligible to be treated as capital for regulatory purposes. This includes equity, allowing 
for regulatory adjustments and mark to model based valuation of the Group’s interest in Gocompare. Following the repayment of the 
Perpetual Subordinated Loan Notes in March 2013 none of the Group’s capital is in the form of debt.  
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18 Financial assets and liabilities (continued) 
18.3 Financial risk management objectives (continued) 
Insurance Group Directive 
The Group has a strong capital position and has an Insurance Group Directive (“IGD”) coverage ratio of 308% (2012: 350%). 

As at 
31 Dec2013

£m

Pro forma  
As at  

31 Dec 2012 
£m 

As at 
31 Dec 2012

£m

Statutory solvency capital      
Ordinary shareholders’ equity 274.2 190.2 231.1
Regulatory adjustments 61.4 56.3 56.3
Final dividend (55.4) – –
Total tier 1 capital 280.2 246.5 287.4
Tier 2 capital – – 50.0
Total regulatory capital resources 280.2 246.5 337.4

       
European Insurance Group Directive (IGD)      
IGD required capital 90.9 96.4 96.4
IGD excess solvency 189.3 150.1 241.0
IGD coverage ratio 308% 256% 350%

The pro forma 2012 position has been amended to reflect the capital structure of the Group following Admission to the London Stock 
Exchange. Refer to note 25 for more detail. 

Economic capital 
In addition to Group capital requirements established under the IGD, the solo insurance company, esure Insurance Limited, is also 
subject to Individual Capital Guidance (“ICG”) set by the Prudential Regulation Authority (“PRA”). The guidance is set by the PRA on a 
periodic basis following the submission of a risk-based Individual Capital Assessment (“ICA”). The ICA, and thus ICG, are typically greater 
than the IGD and it is these that the Group use to determine its economic capital requirements.  

This approach indicates that the economic capital requirement for the Group, inclusive of an appropriate buffer, is currently broadly 
equivalent to 40% of net written premiums.  

(e) Fair value estimation 
In accordance with IFRS 13 Fair Value Measurement financial instruments held at FVTPL have been categorised into a fair value 
measurement hierarchy as follows: 

Quoted prices (unadjusted) in active markets for identical assets or liabilities – (Level 1) 
Inputs to Level 1 fair values are quoted prices (unadjusted) in active markets for identical assets. An active market is a market in which 
transactions for the asset occur with sufficient frequency and volume to provide pricing information on an ongoing basis. 

Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly (as prices) or indirectly 
(derived from prices) – (Level 2) 
Fair value measurements that are derived from inputs other than quoted prices included in Level 1, if all significant inputs required to 
fair value an instrument are observable, would result in the instrument being included in Level 2. The majority of assets classified as 
Level 2 are over-the-counter corporate bonds, where trades are less frequent owing to the nature of the assets. Inputs used in pricing 
the Group’s level 2 assets include: 

• Quoted prices for similar, i.e. not identical, assets in active markets; 

• Quoted prices for identical or similar assets in markets that are not active, the prices are not current, or price quotations vary among 
market makers, or in which little information is released publicly; 

• Inputs that are derived principally from, or corroborated by, observable market data by correlation; and 

• For forward foreign exchange contracts, the use of observable forward exchange rates at the balance sheet date, with the resulting 
value discounted back to present value. 
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18 Financial assets and liabilities (continued) 
18.3 Financial risk management objectives (continued) 
The Group’s policy should there be a change to the valuation techniques or level of activity in the market in which that asset is traded,  
is to transfer the asset between levels effective from the beginning of the reporting period. As a result of the application of IFRS 13  
Fair Value Measurement, from 1 January 2013, the Group has revisited the fair value hierarchy and now classifies all corporate bonds  
as Level 2 assets with the exception of Government backed securities which are classified as Level 1 unless they are illiquid. As a  
result of the change, £14.0m has been transferred from Level 1 to Level 2 in the year. In addition, £3.0m of debt securities have been 
transferred from Level 1 to Level 2 in the year as a result of insufficient trade frequency for the assets to be classified as Level 1. 

Inputs for the asset or liability that are not based on observable market data (unobservable inputs) – (Level 3) 
Unobservable inputs have been used to measure fair value to the extent that observable inputs are not available, thereby allowing for 
situations in which there is little, if any, market activity for the asset at the measurement date (or market information for the inputs to 
any valuation models). As such, unobservable inputs reflect assumptions about the inputs that market participants would use in pricing 
the asset. 

If one or more of the significant inputs is not based on observable market data, the instrument is included in Level 3. The Group held 
Level 3 equity securities of £17.8m at 31 December 2012, representing an investment in a managed fund. Although the fair value  
was calculated using simple models and extrapolation techniques by reference to the observable market prices of the underlying 
assets, the fund was closed to new investment during 2011 and hence reclassified from level 2 to level 3 due to the illiquidity of the 
fund. During the year ended 31 December 2012, £4.7m was credited to the income statement in respect of Level 3 financial assets.  
At 31 December 2012, the majority of investments held by the fund classified at Level 3 were listed investments. Therefore, no 
sensitivity analysis was performed due to the nature of the investments. 

Following the Group’s decision to sell its holding in a managed fund, there are no Level 3 assets, other than land and buildings,  
as at 31 December 2013. The total sales proceeds for these financial assets was £21.7m. Cumulative unrealised losses of £3.0m  
were reversed on the sale of these Level 3 financial assets and realised gains of £1.0m were recorded in investment income.  

Under IFRS 13, land and buildings with a carrying value of £11.6m (2012: £11.4m) are now classified as Level 3 assets. Owner-occupied 
properties are stated at their revalued amounts, as assessed by qualified external valuers annually, all with recent relevant experience. 
These values are assessed in accordance with the relevant parts of the current RICS Valuation Standards in the UK (“Red Book”). The 
valuer’s opinion of fair value was primarily derived using comparable recent market transactions on arm’s length terms. More frequent 
revaluations are performed by management to assess that the carrying amount does not materially differ from its fair value. 

The following table presents the Group’s assets and liabilities measured at fair value: 

At 31 December 2013 
 Level 1

£m
 Level 2 

£m 
 Level 3 

£m 
Total fair value

£m

Financial assets       
Assets at FVTPL:       
Derivative financial instruments – 2.1 – 2.1
Equity securities 27.3 – – 27.3
Debt securities 130.7 481.3 – 612.0
Deposits with credit institutions 99.8 – – 99.8
Total financial assets at FVTPL 257.8 483.4 – 741.2

Land and buildings – – 11.6 11.6

Financial liabilities       
Derivative financial instruments – 0.1 – 0.1
Total financial liabilities at FVTPL – 0.1 – 0.1
 

At 31 December 2012 
 Level 1

£m
 Level 2 

£m 
 Level 3 

£m 
Total fair value

£m

Financial assets       
Assets at FVTPL:       
Derivative financial instruments – 0.4 – 0.4
Equity securities – 11.6 17.8 29.4
Debt securities 84.7 532.3 – 617.0
Deposits with credit institutions 132.4 – – 132.4
Total financial assets at FVTPL 217.1 544.3 17.8 779.2

Land and buildings – – 11.4 11.4

Financial liabilities       
Derivative financial instruments – 0.3 – 0.3
Total financial liabilities at FVTPL – 0.3 – 0.3
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19 Reinsurance assets and insurance contract liabilities 
19.1 Insurance Risk 
Insurance risk arises from the inherent uncertainties as to the occurrence, amount and timing of insured events that could lead to 
significant individual or aggregated claims in terms of quantity or value. These would include significant weather related events and 
personal injury claims. The Board is responsible for setting the overall underwriting strategy and defining the Risk Appetite, with 
monitoring delegated to the Pricing Committee. The Group uses excess of loss reinsurance contracts to mitigate insurance risk, 
essentially by reducing exposure to large individual claims or aggregated losses from single events.  

Underwriting and pricing risk 
The Group underwrites general insurance business for private cars and homes in mainland Britain and the associated additional 
insurance products. The book consists of a large number of individual policies spread across the whole geographic area which helps  
to minimise concentration risk especially in terms of weather-related risks. As well as pricing the Group has additional controls in  
place to segment the market and target those segments it wishes to underwrite. Further systems and controls are in place to mitigate 
application fraud risk. 

The Group has systems and management information in place to continually monitor underwriting performance and pricing adequacy 
through the Pricing Committee.  

Claims management risk 
The Group employs a variety of strategies to ensure the correct claims are paid in a timely manner and reserve provisions made on a 
case-by-case basis to reflect the Group’s future liabilities. 

These include: 

• A well resourced and expertly trained staff benefit from the latest image and workflow technology to control paper flow and 
procedures to enhance efficiency and effectiveness; 

• The Group manages its own network of motor repairers and dedicated teams offer an extensive range of services directly to ”not at 
fault” third parties to efficiently control credit hire cost and legal fees;  

• Comprehensive anti-fraud strategies are in place to check both fraudulent claims and new business applications; and 

• All claims teams operating from the UK and more specialised teams handle large liability and property damage claims in a dedicated 
technical unit. 

Reinsurance 
The Group purchases reinsurance as a risk transfer mechanism to mitigate risks that are outside the Group’s appetite for individual 
claim or event exposure and to reduce the volatility caused by large individual and accumulation losses. By doing so the Group protects 
its capital and the underwriting result of each line of business. 

Currently the Group has in place non-proportional excess of loss reinsurance programmes for its motor and home underwriting 
activities. These cover both individual large losses and accumulation losses arising from natural and other catastrophe events.  
Motor reinsurance treaties are in place covering all years in which the Group has underwritten motor policies. At the present time  
the Group has no quota share reinsurance or co-insurance arrangements in place. 

The Group’s reinsurance programmes are reviewed on an annual basis and capital modelling is used to identify the most appropriate 
structure and risk retention profile, taking into account the Group’s business objective of minimising volatility and the prevailing cost 
and availability of reinsurance in the market. 

Counterparty credit risk is a key consideration when the Group enters into reinsurance treaties. See note 18.3 (b) for more detail.  

Reserving risk 
Reserving risk is defined as the uncertainty regarding either the current level of reserves or the payment distribution over their lifetime. 
The Group analyses and projects historical claims development data and uses a number of actuarial techniques to both test and 
forecast claims provisions. In addition the Group also provides data to external actuaries who assess the adequacy of the Group’s 
claims provisions. 

Apart from historical analyses the Group also takes into account changes in risk profile and underwriting policy conditions, changes in 
legislation or regulation and changes in other external factors. 

The claims provision is sensitive to the number and cost of large motor claims which have been incurred but not reported and reserved. 
Typically the Group would expect a number of large claims from expired risks to be identified in the future, either from being newly 
reported or from existing claims increasing in magnitude. The claims provision allows for an expected level of such claims. 
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19 Reinsurance assets and insurance contract liabilities (continued) 
Claims subject to periodic payment orders (“PPOs”) are an area of uncertainty relating to the claims provision at 31 December 2013.  
For known PPOs and claims which have been identified as potential PPO awards, cash flow projections are carried out in order to 
estimate an ultimate cost on a gross and net of reinsurance basis. The cash flow projections were undertaken on a discounted basis.  
The total net claims provision recognised for PPOs and potential PPOs in the consolidated statement of financial position represents 
less than 5% of net claims outstanding at 31 December 2013. In the context of the Group’s approach to the mitigation and 
management of underwriting risk, its reinsurance programme (including its approach to mitigating counterparty credit risk) and  
the Group’s prudent approach to reserving for potential PPOs, the risk of an adverse development of the Group’s reserves for  
PPO claims is not considered to be significant. 

In addition, the Ministry of Justice has been reviewing the discount rate used in the calculation of damage awards in bodily injury and 
fatal claims for some time. At the date these financial statements were approved the discount rate used in these calculations remained 
at 2.5%. However, while individual case reserves have been established by applying this current discount rate, an allowance has been 
made within the total reserves to reflect an assumed reduction of one percentage point. The impact of this allowance is to increase the 
net claims provision recognised in the consolidated statement of financial position by less than £2.0m at 31 December 2013. In the 
context of the Group’s reinsurance programme and its approach to the mitigation of reinsurance counterparty credit risk, a reduction  
in the discount rate is unlikely to result in a material deterioration of the Group’s financial performance. 

The Group’s policy is to hold sufficient provisions, including those to cover claims which have been incurred but not reported (“IBNR”)  
to meet all liabilities as they fall due. Apart from that part of the provisions relating to PPOs, claims provisions are not discounted.  
The Directors remain satisfied that the outstanding claims reserves included in these financial statements provide an appropriate 
margin over projected ultimate claims costs. 

19.2 Analysis of recognised amounts 

 

As at  
31 Dec 2013  

£m 

As at 
31 Dec 2012 

£m

Gross    
–  Claims outstanding (before deduction of salvage and subrogation recoveries) and claims  

handling expenses  659.1 691.8
– Unearned premiums 265.3 255.6
Total insurance liabilities, gross 924.4 947.4
    
Recoverable from reinsurers    
– Claims outstanding 208.5 219.7
– Unearned premiums 17.5 13.7
Total reinsurers’ share of insurance liabilities 226.0 233.4
  
Net    
–  Claims outstanding (before deduction of salvage and subrogation recoveries) and claims  

handling expenses  450.6 472.1
– Unearned premiums 247.8 241.9
Total insurance liabilities, net 698.4 714.0

  
Due within one year (gross) 482.6 476.7
Due in more than one year (gross) 441.8 470.7
 

Reinsurance assets 

As at  
31 Dec 2013 

£m 

As at 
31 Dec 2012

£m

Reinsurers’ share of insurance liabilities 226.0 233.4
Total assets arising from reinsurance contracts 226.0 233.4

  
Recoverable within one year 43.2 35.6
Recoverable in more than one year  182.8 197.8

Amounts due from reinsurers in respect of claims already paid by the Group on the contracts that are reinsured are included in 
insurance and other receivables (note 20). No reinsurance assets have been impaired. 
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19 Reinsurance assets and insurance contract liabilities (continued) 
Claims outstanding and claims handling expenses are shown before deducting amounts in respect of salvage and subrogation. 

 

As at  
31 Dec 2013 

£m 

As at 
31 Dec 2012

£m

Claims outstanding (before deduction of salvage and subrogation recoveries) and claims handling  450.6 472.1
Salvage and subrogation recoveries (21.5) (17.1)
Claims outstanding and claims handling expenses  429.1 455.0

19.3 Sensitivity of recognised amounts to changes in assumptions 
The following table shows the impact of a 1% variation in the loss ratio on profit or loss and shareholders’ equity after tax as at  
31 December 2013: 

Accident year  2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Net loss ratio 64% 63% 70% 68% 86% 96% 80% 64% 74% 83%
Impact of 1% variation 
£m 1.9 2.1 2.0 2.5 3.3 4.0 3.5 3.5 3.7 3.8

The impact is stated net of reinsurance and tax at the current rate. 

19.4 Claims development tables 
The development of insurance liabilities provides a measure of the Group’s ability to estimate the ultimate value of claims.  

Tables (a) and (b) illustrate how the Group’s estimate of total claims incurred for each accident year has developed over the past  
ten years, including a reconciliation to the claims liability reported in the consolidated balance sheet. esure Group plc acquired  
esure Holdings Limited on 11 February 2010. The estimated claims disclosed in the tables prior to the date of acquisition are those  
of esure Holdings Limited.  

Table (c) expresses the development of net incurred claims by reference to the loss ratio for each accident year over the past ten years. 

(a) Insurance claims – gross ultimate claims (£m) 
Accident year 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 TOTAL

Ultimate gross  
earned premium 262.2 288.8 276.7 335.9 447.1 544.3 479.1 488.7 511.7 526.1 4,160.6
Estimate of ultimate gross 
claims costs:               
– At end of reporting year 190.9 222.0 225.8 289.2 399.1 540.2 475.3 392.7 442.0 439.5  
– One year later 197.4 212.8 220.5 268.8 398.2 535.3 416.8 355.7 399.8   
– Two years later 196.3 207.5 219.7 242.0 407.5 536.6 399.0 331.5     
– Three years later 183.5 194.0 207.9 233.0 399.9 549.8 380.6       
– Four years later 173.5 187.4 205.5 232.9 382.9 534.0        
– Five years later 168.0 186.6 203.4 229.4 381.3        
– Six years later 166.7 186.0 215.4 228.0        
– Seven years later 166.8 188.2 209.0        
– Eight years later 166.6 186.8        
– Nine years later 166.6          
Current estimate of 
cumulative claims 166.6 186.8 209.0 228.0 381.3 534.0 380.6 331.5 399.8 439.5 3,257.1
Cumulative payments to date (166.5) (178.6) (188.4) (216.6) (356.6) (479.0) (346.1) (249.2) (266.8) (193.4) (2,641.2)
Liability recognised in the 
consolidated statement  
of financial position              615.9
Reserve in respect of  
prior periods              9.4
Provision for claims  
handling costs              12.3
Salvage and subrogation              21.5
Total reserve included in the 
consolidated statement of 
financial position              659.1
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19 Reinsurance assets and insurance contract liabilities (continued) 
(b) Insurance claims – net ultimate claims (£m) 
Accident year 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 TOTAL

Ultimate net  
earned premium 248.3 276.5 263.9 321.4 424.1 514.9 452.1 459.7 480.2 489.2 3,930.3
Estimate of ultimate  
claims costs:               
– At end of reporting year 178.2 203.1 208.5 270.9 374.5 510.3 446.8 360.1 401.0 404.7  
– One year later 180.0 198.6 204.3 254.9 373.8 495.0 392.5 317.3 356.7   
– Two years later 178.3 194.6 203.1 227.0 372.0 495.0 374.6 296.4     
– Three years later 168.5 185.1 193.7 220.0 371.7 495.1 363.9       
– Four years later 160.8 179.5 188.2 223.5 367.6 494.5        
– Five years later 159.2 176.3 187.1 219.8 366.3         
– Six years later 158.7 175.6 187.0 218.3          
– Seven years later 158.6 175.6 184.7           
– Eight years later 158.3 175.4            
– Nine years later 158.2              
Current estimate of 
cumulative claims 158.2 175.4 184.7 218.3 366.3 494.5 363.9 296.4 356.7 404.7 3,019.1
Cumulative payments to date (158.2) (175.3) (182.2) (211.7) (354.5) (471.6) (343.1) (248.1) (264.0) (193.7) (2,602.4)
Liability recognised in the 
consolidated statement  
of financial position              416.7
Reserve in respect of  
prior periods              0.1
Provision for claims  
handling costs              12.3
Salvage and subrogation              21.5
Total net reserve included in 
the consolidated statement 
of financial position              450.6

(c) Insurance claims – net loss ratio development 
Accident year 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Estimate of ultimate loss ratio:              
– At end of reporting year 72% 73% 79% 84% 88% 99% 99% 78% 84% 83%
– One year later 73% 72% 77% 79% 88% 96% 87% 69% 74%  
– Two years later 72% 70% 77% 71% 88% 96% 83% 64%   
– Three years later 68% 67% 73% 69% 88% 96% 80%     
– Four years later 65% 65% 71% 70% 87% 96%       
– Five years later 64% 64% 71% 68% 86%        
– Six years later 64% 64% 71% 68%         
– Seven years later 64% 64% 70%          
– Eight years later 64% 63%           
– Nine years later 64%            
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19 Reinsurance assets and insurance contract liabilities (continued) 
19.5 Movements in insurance liabilities and reinsurance assets 
(a) Claims reported and claims handling expenses (£m).  
The movements in claims reported, including claims handling expenses, both gross and net of reinsurance (“RI”), are shown below: 

  2013 2012 

  Gross RI Net Gross RI  Net 

At 1 January 660.4 (219.7) 440.7 592.5 (160.5) 432.0
Cash paid for claims settled in year (361.3) 15.1 (346.2) (328.2) 4.8 (323.4)
Change arising from:         
Current year claims 439.5 (34.8) 404.7 442.0 (41.0) 401.0
Prior year claims (113.3) 30.9 (82.4) (45.9) (23.0) (68.9)
Total at end of year 625.3 (208.5) 416.8 660.4 (219.7) 440.7
Provision for claims handling costs 12.3 – 12.3 14.3 – 14.3
Salvage and subrogation 21.5 – 21.5 17.1  – 17.1
Total reserve per balance sheet 659.1 (208.5) 450.6 691.8 (219.7) 472.1

Claims incurred and claims handling expenses as disclosed in the consolidated statement of comprehensive income comprise: 

  Year ended 31 Dec 2013 Year ended 31 Dec 2012 

  Gross RI Net Gross RI Net

Claims incurred 326.2 (3.9) 322.3 396.1 (64.0) 332.1
Claims handling expenses 15.4 –  15.4 17.3 – 17.3
Claims incurred and claims  
handling expenses 341.6 (3.9) 337.7 413.4 (64.0) 349.4

Following the inclusion of an allowance within total reserves for an assumed reduction of one percentage point in the Ogden discount 
rate from 31 December 2012, the Group increased its estimate of gross claims outstanding and claims outstanding recoverable from 
reinsurers. During 2013, the Group continued to experience favourable development of prior accident year reserves resulting in a 
reduction in both gross claims outstanding and claims outstanding recoverable from reinsurers as at 31 December 2013. 

(b) Provisions for unearned premiums (£m) 
The movements for the year, both gross and net of reinsurance, are summarised below: 

  2013 2012 

  Gross RI Net Gross RI Net

Unearned premium provision  
At beginning of the year 255.6 (13.7) 241.9 252.3 (12.4) 239.9 
Premiums written in the year 535.8 (40.7) 495.1 515.0 (32.8) 482.2
Premiums earned in the year (526.1) 36.9 (489.2) (511.7) 31.5 (480.2)
At the end of year 265.3 (17.5) 247.8 255.6 (13.7) 241.9

20 Insurance and other receivables 
As at  

31 Dec 2013  
£m 

As at 
31 Dec 2012 

£m

Insurance receivables  150.8 142.1
Prepayments and accrued income 5.7 7.9
Other debtors 2.6 1.9
Salvage and subrogation assets 21.5 17.1
Total insurance and other receivables 180.6 169.0

Insurance receivables and other debtors are financial assets classified as loans and receivables. For more details see note 18, which 
includes the ageing of these loans and receivables.  

The Directors believe the carrying value of these financial assets approximates their fair value. During 2012, an impairment of £2.0m 
was made for an individually impaired financial asset recognised in other debtors. For more detail, see note 18.3 (b).  

All insurance receivables and other receivables are recoverable within one year, aside from £3.0m of salvage and subrogation assets 
which are recoverable in more than one year (2012: £1.2m). 

  



Governance

esure Group Annual Report 2013 101

Strategic Report

Financial Statements

21 Deferred acquisition costs 
Movement in the deferred acquisition costs asset are as follows: 

Deferred Acquisition Costs 
2013 

£m 
2012

£m

At 1 January  25.9 23.4
Movement during the period 2.2 2.5
At 31 December 28.1 25.9

Deferred acquisition costs are recoverable within one year.  

22 Cash and cash equivalents 

 

As at  
31 Dec 2013 

£m 

As at 
31 Dec 2012

£m

Cash at bank and in hand 27.6 39.4
Total 27.6 39.4

23 Insurance and other payables 

 

As at  
31 Dec 2013 

£m 

As at 
31 Dec 2012

£m

Insurance payables 14.1 13.6
Accrued expenses 25.8 34.3
Social security and other taxes 8.8 9.2
Deferred income 12.5 12.3
Total insurance and other payables  61.2 69.4

Insurance and other payables include financial liabilities of £22.9m (2012: £22.8m) classified as other financial liabilities.  

Insurance payables and accrued expenses principally comprise amounts outstanding for suppliers and ongoing costs. The average 
credit period taken for invoiced trade purchases is 7.3 days (2012: 7.0 days). The Directors consider that the carrying amount of 
insurance and other payables approximates their fair value. All insurance and other payables are due within one year aside from 
Government grants. 

Included within deferred income is £0.5m in Government grants (2012: £0.6m). This is recognised as income over the period necessary 
to match the grant on a systematic basis to the costs that it is intended to compensate. Scottish Executive Grants have been received by 
the Group based on two factors: expenditure on fixed assets and the creation of new jobs. In order for the Group to avoid repayment  
of the grants received, the new jobs created in order to meet the grant conditions must remain in existence for a period of at least  
five years.  

24 Deferred tax assets and liabilities 
The following are the deferred tax assets and liabilities recognised by the Group and movements thereon during the current and  
prior periods.  

The analysis of deferred tax assets and deferred tax liabilities is as follows: 

  

As at  
31 Dec 2013 

£m 

As at 
31 Dec 2012

£m

Deferred tax assets 3.8 4.0
Deferred tax liabilities (4.1) (4.5)
Net deferred tax liabilities  (0.3) (0.5)

The net movement on the deferred tax account is as follows:  

 
2013 

£m 
2012

£m

At 1 January (0.5) (1.5)
Income statement credit (note 13) 0.2 0.8
Effect of change in tax rate 0.0 0.2
Deferred tax recognised directly in equity 0.0 –
At 31 December  (0.3) (0.5)

The deferred tax rate used is 21.5% (2012: 23.25%). 
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24 Deferred tax assets and liabilities (continued) 
The movement in deferred tax assets and liabilities during the year, without taking into consideration the offsetting of balances within 
the same tax jurisdiction, is as follows: 

Deferred tax assets 

Accelerated 
capital 

allowances 
£m 

Deferred 
acquisition 

costs
£m

Claims 
handling 

reserve
£m

Short-term 
employee 

benefits
£m

Lease  
incentive 

£m 

Share-based 
payments  

£m 
Total

£m

Brought forward as at 1 January 2012 1.0 2.3 0.1 0.1 0.1 – 3.6
(Charged)/credited to the  
income statement 0.0 0.5 0.0 (0.1) (0.0) – 0.4
At 31 December 2012 1.0 2.8 0.1 – 0.1 – 4.0
Brought forward as at 1 January 2013 1.0 2.8 0.1 – 0.1 – 4.0
(Charged)/credited to the  
income statement (0.3) (0.1) – – (0.1) 0.3 (0.2)
Deferred tax recognised directly  
in equity – – – – – 0.0 –
At 31 December 2013 0.7 2.7 0.1 – – 0.3 3.8

There is an unrecognised deferred tax asset on land and buildings of £2.6m at 31 December 2013 for which there is insufficient 
likelihood that future taxable gains will be available against which the asset can be utilised. 

Deferred tax liabilities 
Intangible assets

£m

Claims 
equalisation 

reserve
£m

Onerous lease 
£m 

Total
£m

Brought forward as at 1 January 2012 (4.6) (0.5) – (5.1)
(Charged)/credited to the income statement 1.2 (0.6) (0.0) 0.6
At 31 December 2012 (3.4) (1.1) (0.0) (4.5)
Brought forward as at 1 January 2013 (3.4) (1.1) (0.0) (4.5)
(Charged)/credited to the income statement 0.9 (0.5) – 0.4
At 31 December 2013 (2.5) (1.6) (0.0) (4.1)

25 Share capital and other reserves 

Share capital
£m

Share premium
£m

Capital  
redemption  

reserve 
£m 

Total
£m

At 1 January 2012 85.2 – – 85.2
Issue of share capital 0.0 0.0 – 0.0
As at 31 December 2012 85.2 0.0 – 85.2
Issue of share capital 0.0 50.0 – 50.0
Transaction costs of issue – (6.0) – (6.0)
Share repurchase (44.9) – 44.9 –
Capital reduction (40.0) – – (40.0)
As at 31 December 2013 0.3 44.0 44.9 89.2
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25 Share Capital and other reserves (continued) 
(a) As at 31 December 2012 
No shares were issued in the year ended 31 December 2012. At 31 December 2012, esure Group plc (formerly named esure Group 
Holdings Limited) had authorised, allotted, called up and fully paid share capital of 9,990,000 A Ordinary shares of 1p each, 8,325,000 
B Ordinary shares of 1p each, 14,985,000 C Ordinary shares of 1p each, 8,485,014,000 Non-Voting Old Ordinary shares of 1p each and 
1,000 Redeemable Priority Return shares of 1p each. All shares are fully paid. The following describes the rights attaching to each of the 
shares in issue at 31 December 2012: 

A Ordinary  
The shares have attached to them full voting rights; dividend rights of any further profits available after the payments to the Priority 
Return Shareholders pro rata to the paid up amount upon each such share held provided that (before a listing, sale or liquidation) any 
profits distributed in respect of these shares shall be allocated amongst the holders of these shares at 30% of the sum available to the 
A Shareholders pro rata of the number of A Ordinary Shares held by each A Shareholder; return of capital rights of any further amounts 
available after payments to the Priority Return Shareholders pro rata to the paid up amount upon each such share held provided that 
(before a listing, sale or liquidation) any profits distributed in respect of these shares shall be allocated amongst the holders of these 
shares at 30% of the sum available to the A Shareholders pro rata to the number of A Ordinary Shares held by each A Shareholder;  
they do not confer any rights of redemption. 

B Ordinary  
The shares have attached to them full voting rights; dividend rights of any further profits available after the payments to the Priority 
Return Shareholders pro rata to the paid up amount upon each such share held provided that (before a listing, sale or liquidation) any 
profits distributed in respect of these shares shall be allocated amongst the holders of these shares at 10% of the sum available to the 
B Shareholders pro rata to the number of B Ordinary Shares held by each B Shareholder; return of capital rights of any further amounts 
available after payments to the Priority Return Shareholders pro rata to the paid up amount upon each such share held provided that 
(before a listing, sale or liquidation) any profits distributed in respect of these shares shall be allocated amongst the holders of these 
shares at 10% of the sum available to the B Shareholders pro rata to the number of B Ordinary Shares held by each B Shareholder;  
they do not confer any rights of redemption. 

C Ordinary  
The shares have attached to them full voting rights; dividend rights of any further profits available after the payments to the Priority 
Return Shareholders pro rata to the paid up amount upon each such share held provided that (before a listing, sale or liquidation) any 
profits distributed in respect of these shares shall be allocated amongst the holders of these shares at 60% of the sum available to the 
C Shareholders pro rata to the number of C Ordinary Shares held by each C Shareholder; return of capital rights of any further amounts 
available after payments to the Priority Return Shareholders pro rata to the paid up amount upon each such share held provided that 
(before a listing, sale or liquidation) any profits distributed in respect of these shares shall be allocated amongst the holders of these 
shares at 60% of the sum available to the C Shareholders pro rata to the number of C Ordinary shares held by each C Shareholder;  
they do not confer any rights of redemption. 

Non-Voting Old Ordinary Shares  
The shares have attached to them no voting rights unless the business of any General Meeting or Class Meeting of the holders of 
Ordinary Shares includes a resolution for the winding up of the Company, or for the appointment of an administrator or the approval  
of a voluntary arrangement, or a reduction in the capital of the Company and/or a resolution altering, varying or abrogating any of the 
special rights and/or privileges attaching to the Ordinary Shares; dividend rights of any further profits available after the payments to 
the Priority Return Shareholders pro rata to the paid up amount upon each such share; return of capital rights of any further amounts 
available after payments to the Priority Return Shareholders pro rata to the paid up amount upon each such share held; they do not 
confer any rights of redemption. 

Redeemable Priority Return  
The shares have attached to them no voting rights unless the business of any General Meeting or Class Meeting of the holders of the 
Priority Return Shares includes a resolution for the winding up of the Company, or for the appointment of an administrator or the 
approval of a voluntary arrangement, or a reduction in the capital of the Company and/or a resolution altering, varying or abrogating 
any of the special rights and/or privileges attaching to the Priority Return Shares; dividend rights; the priority payment of an amount 
equal to the priority return on each Priority Return Share held by them less any part of the priority return previously paid in respect of 
each such share by the distribution of profits; capital distribution (including on winding up) rights of priority payment of an amount 
equal to the priority return on each Priority Return Share held by them less any part of the priority return previously paid in respect of 
each such share by the distribution of profits or a return of capital; they confer rights of redemption of an amount equal to the priority 
return in respect of each such share less any part of the priority return previously paid in respect of each such share by the distribution 
of profits or a return of capital. 
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25 Share Capital and other reserves (continued) 
(b) As at 31 December 2013 
The authorised, allotted, called up and fully paid share capital of esure Group plc as at 31 December 2013 is 416,841,380 Ordinary 
Shares of 1/12 pence each. The shares have full voting and dividend rights. 

No shares are held in Treasury. The esure Employee Benefit Trust holds 1,646,828 Ordinary Shares and the Trustees have waived their 
rights to dividend payments.  

Changes during the year ended 31 December 2013 
On 21 February 2013, the share capital of esure Group plc was reduced by the cancellation of 4,000,000,000 Non-Voting Old Ordinary 
Shares of £0.01 each and £40 million in cash was paid in consideration by the esure Group plc to Tosca Penta Investments LP out of 
existing financial resources, the holder of the Non-Voting Old Ordinary Shares so cancelled. 

On 25 February 2013, each A Ordinary Share, B Ordinary Share and C Ordinary Share was subdivided into 12 shares of the same class 
(each having a nominal value of 1/12 pence). Immediately prior to the Admission of esure Group plc to the London Stock Exchange, the 
resulting A Ordinary Shares, B Ordinary Shares and C Ordinary Shares, in total amounting to 399,600,000 shares of 1/12 pence each, 
were converted into a single class of Ordinary Share in accordance with esure Group plc’s articles of association such that, following 
conversion, there were in aggregate 399,600,000 Ordinary Shares of 1/12 pence each.  

Pursuant to a share purchase agreement dated 25 February 2013, esure Group plc agreed on Admission to repurchase the remaining 
4,485,014,000 Non-Voting Old Ordinary Shares of £0.01 each at par (amounting, in total, to £44.85 million) and the 1,000 Redeemable 
Priority Return Shares of £0.01 each for an amount equal to the Priority Return (as defined and determined in accordance with the 
Company’s previous articles of association) out of existing financial resources. The Non-Voting Old Ordinary Shares and Redeemable 
Priority Return Shares repurchased were then cancelled. A capital redemption reserve was created for the £44.85 million share 
repurchase. The amount payable on Admission to Tosca Penta Investments LP in respect of the Priority Return was £0.6 million.  
As a result of the contractual obligations to deliver cash to satisfy the Priority Return on Admission, the Priority Return Shares were 
reclassified as a financial liability. The fair value at the date of the reclassification (being £0.6 million) was debited directly to retained 
earnings. esure Group plc also issued 17,241,380 Ordinary Shares with a nominal value of 1/12 pence each on 27 March 2013 for  
£50 million, with associated transaction costs of £6.0 million debited directly to share premium. 

26 Share-based payments 
The Group has set up a number of equity-settled, share-based compensation plans. An award will not be granted under the executive 
plans if it would cause the number of shares allocated in the ten calendar year period following flotation to exceed 5% of the Ordinary 
Share capital in issue at that time. Similarly, an award will not be granted under the employee plans if it would cause the number of 
shares allocated in the ten calendar year period following flotation to exceed 10% of the ordinary share capital in issue at that time. 
Holders of these awards (other than the three-year and five-year SAYE schemes) will receive dividend equivalents in respect of  
the dividends that would have been paid between grant date and vesting date for Ordinary Shares which vest under their awards, 
calculated on a basis and paid in a manner to be determined by the Remuneration Committee before the awards vest. Details of the 
share-based compensation plans and their financial effect are set out below. 

(a) Performance Share Plan 
The Performance Share Plan (“PSP”) is a discretionary executive share plan. 

The first awards made under PSP were: 

Darren Ogden 160,344 
Stuart Vann  286,637  
Senior Management 263,101 

Under the scheme, the shares vest at the end of a three-year period dependent upon continued employment by the Group and 
achieving predefined performance conditions associated with the Group’s earnings per share (“EPS”) and total shareholder  
return (“TSR”).  

The awards are subject to both non-market and market-based performance conditions. 

Two-thirds of each award will be based on EPS performance and one-third on TSR performance (with the two measures applying 
independently to different parts of each award). 
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26 Share-based payments (continued) 
EPS performance 
The EPS performance measure involves a comparison of the pro forma EPS figure for the year ended 31 December 2012 (calculated  
as the profit after taxation for the year ended 31 December 2012 divided by the aggregate number Ordinary Shares in existence  
on Admission) and the EPS figure reported in the Group’s audited consolidated financial statements for the year ending  
31 December 2015.  

For the portion of the award subject to the EPS measure: 

(i) 25 per cent will vest if EPS for the year ending 31 December 2015 exceeds the EPS for the year ended 31 December 2012 
(calculated on the basis described above) by 21 per cent; 

(ii) 100 per cent will vest if EPS for that year for the year ending 31 December 2015 exceeds the EPS for the year ended 31 December 
2012 (calculated on the basis described above) by 39 per cent; and 

(iii) If EPS for the year ending 2015 falls between these targets, vesting will occur on a straight-line basis. 

TSR performance  
TSR performance will be measured by comparing the Group’s TSR from the date of Admission to 31 December 2015 to the TSR of the 
constituents of the FTSE 250 Index (excluding investment trusts and the Company) over the same period. For the first PSP awards,  
the opening TSR of the Company will be the Offer Price. For the portion of the award subject to the TSR measure: 

(i) 25 per cent will vest if the Group achieves median TSR performance against this comparator group; 

(ii) 100 per cent will vest if the Group’s TSR performance is at the upper quartile or above; and 

(iii) If TSR performance is between the median and the upper quartile, vesting will occur on a straight-line basis. 

In addition, the first PSP awards will be subject to an additional term, which will allow the Remuneration Committee to reduce the  
level of vesting of each award if it considers that the vesting level is not appropriate having regard to the growth in profitability  
over the performance period. This PSP award will vest at the later of 3 years service and satisfaction of the performance conditions  
(as determined by the Remuneration Committee). The following table provides summarised information regarding all PSP awards: 

Date of grant 27 March 2013 
Number granted 710,082 
Forfeited during the period Nil 
Vested during the period Nil 
Number outstanding at 31 December 2013 710,082 
Contractual life 3 years and satisfaction of performance conditions 

Valuation of PSP awards 
As one-third of the awards are subject to a share price related (TSR) performance condition, the fair value of the awards was estimated 
using a stochastic Monte-Carlo model.  

The remaining two-thirds of the awards are not subject to a share-price related performance condition (EPS) and the fair value of the 
awards was estimated using a Black-Scholes valuation model. 

The inputs into the models were: 

Share price at grant £2.96 
Exercise price nil 
Volatility % p.a. 23.0% 
Dividend yield % p.a. nil 
Risk-free rate % 0.27% 
Expected life  3 years 

The estimated fair value of the options at the date of grant was £1,832,012. 
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26 Share-based payments (continued) 
(b) Free share awards 
Upon listing on the London Stock Exchange, the Group offered employees a “free share” award granting shares to each eligible 
employee free of charge. These awards, comprised of “Long Service” awards and “One-off” awards, will be satisfied using shares  
held by the Group employee benefit trust.  

Long Service awards 
These awards were made to eligible employees who did not already own shares in the Group and had been employed by the Group  
for more than two years at the point of Admission. The award levels were determined by length of service. 

The details of the award are set out below: 

Type of arrangement Free share award 
Date of grant  27 March 2013 
Number granted 1,381,391 
Forfeited/lapsed during the period 57,847 
Vested during the period Nil 
Number outstanding at 31 December 2013 1,323,544 
Contractual life 3 years 
Vesting conditions Continuing employment or leavers under certain circumstances 

The awards outstanding at 31 December 2013 have no performance criteria attached, other than the requirement that the employee 
remains in employment with the Group for three years and shall not be subject to clawback.  

The estimated fair value of the Long Service awards at grant date was £4,088,917. The estimated fair value of each award was based 
upon the share price of Ordinary Shares at grant date of £2.96. 

One-off awards 
These awards were made to a number of senior employees of the Group.  

The details of the award are set out below: 

Type of arrangement Free share award 
Date of grant 27 March 2013 
Number granted 246,845 
Forfeited during the period  Nil 
Vested during the period  Nil 
Number outstanding at 31 December 2013 246,845 
Contractual life 1 year 
Vesting conditions Continuing employment or leavers under certain circumstances 

The awards outstanding at 31 December 2013 have no performance criteria attached, other than the requirement that the employee 
remains in employment with the Group for one year and shall not be subject to clawback.  

The estimated fair value of the One-off awards at grant date was £730,661. The estimated fair value of each award was based upon the 
share price of Ordinary Shares at grant date of £2.96. 
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26 Share-based payments (continued) 
(c) Save As You Earn (“SAYE”) schemes 
During the year ended 31 December 2013, the Group introduced a 3 year SAYE scheme and a 5 year SAYE scheme. esure Group 
employees were offered the opportunity to save between £5 and £250 each month in order to purchase shares in either three or  
five years time at an exercise price of £1.94, which was a 20% discount on the share price at the date before invitations were issued  
to participate. 

The details of these awards are set out below: 

Type of arrangement 3 year and 5 year SAYE schemes 
Date of grant 6 September 2013 
Number granted 1,083,748 shares under the 3 year scheme 
 176,260 shares under the 5 year scheme 
Forfeited during the period  16,701 
Vested during the period  Nil 
Number outstanding at 31 December 2013 1,067,047 shares under the three year scheme 
 176,260 shares under the 5 year scheme 
Contractual life 3 years and 5 years  
Vesting conditions Continuing employment and continued saving 

Valuation of SAYE awards 
The fair values of the awards were estimated using a Black-Scholes valuation model. 

The inputs into the models were: 

Scheme 3 year SAYE  5 year SAYE

Share price at grant £2.27 £2.27
Exercise price £1.94 £1.94
Volatility % p.a. 23.1% 27.2%
Dividend yield % p.a. 6.26% 6.26%
Risk-free rate % 0.93% 1.81%
Expected life (years)  3.4 5.4

The estimated fair value of the options at the date of grant was £379,371. 

(d) Financial effect of share-based payments made 
The total expense recognised for the year arising from the share-based payments above was £1.8m (2012: nil). All share-based 
payment transactions were accounted for as equity-settled.  

27 Commitments 
(a) Pension capital commitments 
The Group contributes to a Group Personal Pension defined contribution scheme available to all staff of which 772 employees 
participated in the scheme at 30 November 2013. Auto-enrolment to the scheme commenced on 1 December 2013. The number  
of employees participating in the scheme increased by 535 between 30 November 2013 and 31 December 2013 with a final 
participation number of 1,307 at 31 December 2013 (2012: 782).  

The pension cost charge for the period represents contributions payable by the Group to the scheme and amounted to £2.3m  
(2012: £2.4m). There were no outstanding or prepaid contributions at either the beginning or end of the financial year. 

(b) Capital commitments 
The Group has entered into the following contracts for assets which have not been provided for at the balance sheet date: 

  

As at  
31 Dec 2013 

£m 

As at 
31 Dec 2012

£m

Fixed asset acquisitions contracted for but not provided in these consolidated financial statements 0.2 0.3
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27 Commitments (continued) 
(c) Operating lease commitments – where the Group is a lessee  
The future aggregate minimum lease payments under non-cancellable operating leases are as follows: 

 

As at  
31 Dec 2013 

£m 

As at 
31 Dec 2012

£m

Not later than 1 year 3.5 3.2
Later than 1 year and no later than 5 years 14.5 13.1
Later than 5 years 3.9 7.3
Total minimum lease payments payable 21.9 23.6

(d) Operating lease commitments – where the Group is a lessor  
The future aggregate minimum lease payments receivable under non-cancellable operating leases are as follows: 

 

As at  
31 Dec 2013 

£m 

As at 
31 Dec 2012

£m

Not later than 1 year 0.1 0.1
Later than 1 year and no later than 5 years 0.1 0.2
Later than 5 years – –
Total minimum lease payments receivable  0.2 0.3

28 Group subsidiary companies 
esure Group plc has the following principal subsidiaries as at 31 December 2013: 

  Country of incorporation 
Class of 

shares held Principal activity
Held directly  
or indirectly Percentage held

esure Insurance Limited England and Wales Ordinary General insurance Indirect 100%
esure Services Limited England and Wales Ordinary Administration and management Indirect 100%
esure Holdings Limited England and Wales Ordinary Holding company Indirect 100%
esure Property Limited England and Wales Ordinary Property investment Indirect 100%
esure Finance Limited England and Wales Ordinary Holding company Direct 100%
esure Property 
Management Limited England and Wales Ordinary Non-trading Indirect 100%
esure S.L. Spain Ordinary Non-trading Indirect 100%
esure broker limited England and Wales Ordinary Insurance intermediary Indirect 100%

All of the subsidiaries above are included in the consolidation of esure Group plc. 

esure Property Management Limited and esure S.L. are dormant and are exempt from the requirements of the Companies Act 2006  
to prepare annual financial statements.  
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29 Related party transactions 
The following transactions took place with related parties during the year: 

a) Commissions and fees receivable for introducing insurance business: 
The Group receives commissions and fees for customer introduction services provided to Gocompare for introducing insurance 
business. The value of transactions during the period to 31 December 2013 was £0.0m (2012: £0.1m). The amount receivable at  
31 December 2013 is £0.0m (2012: £nil). 

These transactions arise in the normal course of business through fixed fees, and are based on arm’s length arrangements.  

b) Commissions and fees payable for introducing insurance business: 
The Group pays commissions and fees for customer introduction services provided by Gocompare for introducing insurance business. 
The value of transactions during the period to 31 December 2013 was £6.4m (2012: £6.2m). The amount payable at 31 December 
2013 is £0.2m (2012: £0.2m). 

These transactions arise in the normal course of obtaining insurance business through brokerages, and are based on arm’s length 
arrangements. 

c) Transactions with shareholders, subsidiaries, associates and joint ventures 
The following transactions took place with shareholders, subsidiaries, associates and joint ventures: 

• One of the Directors had a beneficial part ownership interest in a restaurant which has been used by the Group for corporate events 
and entertaining purposes. 

• Fees in respect of services provided by employees of Penta Capital LLP in their capacity as Non-Executive Directors of the Group 
prior to IPO. 

  

Year ended 
31 Dec 2013 

£m 

Year ended
31 Dec 2012

£m

Value of transactions during the period:    
Restaurants 0.1 0.1
Penta Capital LLP 0.0 0.1
Total value of transactions  0.1 0.2
Amount payable at the year end:    
Restaurants 0.0 –
Penta Capital LLP – 0.0
Total amount payable at the year end  0.0 0.0

d) Compensation of key management personnel 
The key management personnel are considered to be the Directors. Please refer to note 8 for details of the Directors’ remuneration, 
excluding PSP share awards. See note 26 for more detail on these awards. One of the Directors is also a member of the 3 year SAYE 
scheme and saves £250 a month under the scheme.  
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As at 
31 Dec 2013 

£m 

As at
31 Dec 2012

£m

Fixed assets      
Investments 4 136.8 85.1
Current assets      
Debtors  5 0.7 0.2
Cash at bank   0.0 2.1
    0.7 2.3
Creditors: amounts falling due within one year 6 (7.3) (1.4)
Net current assets   (6.6) 0.9
Total assets less current liabilities   130.2 86.0
Capital and reserves      
Share capital 7 0.3 85.2
Share premium account   44.0 –
Capital redemption reserve 44.9 –
Profit and loss account   41.0 0.8
Shareholders’ funds – all equity 8 130.2 86.0

The notes on pages 111 to 112 form part of these financial statements. 

These financial statements were approved by the Board on 10 March 2014 and signed on its behalf. 

   
Stuart Vann   Darren Ogden 
Director    Director  

Registration Number: 07064312  
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Notes to the parent company fi nancial statements

Parent company accounting policies 
The following accounting policies have been applied consistently in dealing with items which are considered material in relation  
to the financial statements except as noted below. 

1 Basis of preparation of financial statements 
The financial statements have been prepared under the historical cost convention and in accordance with applicable  
accounting standards. 

The financial statements have been prepared on a going concern basis. In considering the appropriateness of this assumption,  
the Board has reviewed the Company’s projections for the next twelve months and beyond, including cash flow forecasts. 
Consequently, the Directors believe that the Company has adequate resources to remain a going concern for the foreseeable future. 

As permitted by Section 408 of the Companies Act 2006, the profit and loss account of the parent company is not presented. 

The financial statements do not include a cash flow statement because the Company is exempt from the requirement to prepare  
such a statement under FRS 1 (revised). The cash flows of the Company are included in the consolidated Group cash flow statement  
of esure Group plc. 

The parent company audit fee is not disclosed in these financial statements as it is disclosed in the consolidated financial statements 
for esure Group plc at note 10. 

2 Investments 
Investments in Group undertakings are stated in the balance sheet at cost. The cost of investments in Group undertakings includes the 
cost of granting equity instruments to the employees of subsidiaries, in line with the requirements of FRS 20.  

3 Taxation 
The tax rate used for the calculations is the corporate tax rate of 23.25% (2012: 24.5%) payable by the corporate entities in the UK  
on taxable profits under tax law in that jurisdiction. The rates used are those that apply to the year the tax charge or credit is expected 
to materialise. 

The expense for the year can be reconciled to profit before tax as follows: 

  

Year ended  
31 Dec 2013 

£m 

Year ended 
31 Dec 2012

£m

Profit before taxation 93.6 0.7
Taxation calculated at 23.25% (2012: 24.5%) 21.8   0.2 
Effect of expenses that are not deductible 0.1  0.9
Adjustments in relation to the current tax of prior years (0.4) –
Non taxable Income (22.2) (1.2)
Taxation credit (0.7) (0.1)

4 Investments 

  

As at 
31 Dec 2013 

£m 

As at
31 Dec 2012

£m

Shares in Group undertakings 136.8 85.1

Included in the cost of investments in Group undertakings is £1.8m (2012: nil) in relation to the cost of share schemes for the  
benefit of employees of esure Services Limited (an indirectly wholly owned subsidiary) to be settled in the shares of esure Group plc. 
Details of these awards are disclosed in the consolidated financial statements of esure Group plc above at note 26. 

Investments in Group undertakings, which are wholly directly owned are as follows: 

 Country of incorporation 
Class of 

shares held

esure Finance Limited England and Wales Ordinary
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5 Debtors 

 

As at 
31 Dec 2013 

£m 

As at
31 Dec 2012

£m

Due within one year    
Amounts owed by Group undertakings 0.7 0.2
Total debtors due within one year  0.7 0.2

6 Creditors 
Amounts falling due within one year 

 

As at 
31 Dec 2013 

£m 

As at 
31 Dec 2012

£m

Amounts owed to Group undertakings 7.3 0.3
Other creditors 0.0 1.1
Total creditors due within one year  7.3 1.4

7 Share capital 
Full details of the Company’s share capital and reserves are included in the consolidated financial statements of esure Group plc above 
at note 25. Full details of dividends declared during the year are included in the consolidated financial statements of esure Group plc 
above at note 14. 

8 Reconciliation of movement in shareholders’ funds 

 
2013 

£m 
2012

£m

Profit for the year 94.3 0.8
Shares issued during the year 0.0 –
Share premium on shares issued  50.0 –
Share issue costs  (6.0) –
Priority return (0.6) –
Share repurchase (44.9) –
Capital reduction (40.0) –
Share-based payments  1.8 –
Dividends paid in 2013 (10.4) –
Opening shareholders’ funds 86.0 85.2
Closing shareholders’ funds 130.2 86.0
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Glossary of terms

The definitions set out below apply throughout this document, unless the context requires otherwise. 

“Additional Services Revenue”  includes four main components: (i) sales of underwritten and non-underwritten additional 
insurance products to Motor and Home insurance customers; (ii) instalment interest on premium 
payment plans; (iii) policy administration fees; and (iv) legal panel membership fees and fees 
generated from the appointment of firms used during the claims process, including medical, 
vehicle repair and car hire suppliers (“Claims Income”). Additional Services Revenue is stated 
before the deduction of any internal costs of acquisition or administration. Non-underwritten 
additional insurance products revenue represents the commission margins for the Group 
generated from sales of such products. Underwritten Additional Services Revenue is stated  
after the deduction of claims costs. Additional Services Revenue is a non-IFRS measure which 
management uses to evaluate Group performance. It may not be comparable with similarly 
titled measures used by other companies. 

“Admission” or “IPO” or “Listing”  means the admission of the Ordinary Shares of esure Group to the premium listing segment and 
the admission of such shares to trading on the London Stock Exchange’s main market for listed 
securities on 27 March 2013. 

“Board”  means the Board of Directors of the Company from time to time (and, in respect of periods prior 
to 11 February 2010, the board of esure Holdings Limited from time to time). 

“Business”  means the business of the Group. 

“combined operating ratio”  is a metric for assessing the performance of a general insurance firm, calculated as Loss Ratio 
plus Expense Ratio. A ratio of less than 100% indicates profitable underwriting. 

“Company”  means esure Group plc, a company incorporated in England and Wales with registered number 
7064312 whose registered office is The Observatory, Castlefield Road, Reigate, Surrey RH2 0SG.

“Expense Ratio”  means net insurance expenses plus claims handling costs as a percentage of earned premiums, 
net of reinsurance. 

“Gender Directive”  means the European Union’s Gender Directive (Directive 2004/113/EC). 

“Gocompare”  means Gocompare.com Holdings Limited, a company incorporated in England and Wales with 
registered number 6062003 whose registered office is Unit 6, Imperial Courtyard, Newport, 
Gwent NP10 8UL. 

“Group” or “esure Group”  means: (i) for periods from and including 11 February 2010, the Company and its subsidiaries; 
and (ii) for periods prior to and including 10 February 2010, esure Holdings Limited and  
its subsidiaries. 

“IFRS”  means International Financial Reporting Standards. 

“LASPO”  the Legal Aid, Sentencing and Punishment of Offenders Act 2012. 

“LASPO Reforms”  the Government’s civil justice reforms intended to reduce personal injury claims costs  
including LASPO. 

“Loss Ratio”  means claims incurred, net of reinsurance as a percentage of earned premiums, net  
of reinsurance. 

“Ordinary Shares”  means the Ordinary Shares with a nominal value of 1 12 pence each in the capital of  
the Company. 
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Shareholder information

Shareholdings 
As at 7 March 2014, there were 1,490 holders of Ordinary Shares whose shareholdings are analysed below. 

Balance Ranges 
Total Number 

of Holdings
Percentage  
of Holders

Total Number  
of Shares 

Percentage 
Issued capital

1-1,000 613 41.14% 271,453 0.07%
1,001-5,000 423 28.39% 942,563 0.23%
5,001-10,000 80 5.37% 595,332 0.14%
10,001-100,000 174 11.68% 6,868,802 1.65%
100,001-1,000,000 124 8.32% 43,447,564 10.42%
1,000,001-Highest 76 5.10% 364,715,666 87.50%
Totals 1,490 100.00% 416,841,380 100.00%

Online service 
To help us cut down on the number of documents we print and post, we encourage all shareholders to use our online services at 
www.shareview.co.uk. Here, you will find access details for your individual shareholdings so you can update your address or your 
dividend mandate details. You can also receive updates on statutory publications, new shareholder information, our online Annual 
Report and other information. 

Also information that is not sent out by post, including half year results, trading statements, results presentations and news updates  
can also be found on our website www.esuregroup.com/investors 

Managing your shares 
The Company’s register of members is maintained by our Registrar, Equiniti. Shareholders with queries relating to their shareholding 
should contact Equiniti directly. Alternatively, shareholders may find the “investors” section of our corporate website useful for  
general enquiries. 

Share price 
Information on the esure Group plc share price is available at www.esuregroup.com/investors  

AGM 2014  
This year’s AGM will be held at the Hilton Hotel, Gatwick, West Sussex RH16 0NP on Tuesday 13 May 2014. The meeting will start at 
3.00pm and registration will be available from 2.15pm. 

Financial calendar 
9 April 2014 Ex-dividend date – final dividend 
11 April 2014  Record date to be eligible for the final dividend 
7 May 2014* Q1 interim management statement* 
13 May 2014  Annual General Meeting 
23 May 2014 Final dividend paid to shareholders 
5 August 2014* Interim results announced 
3 September 2014* Ex-dividend date – interim dividend 
5 September 2014* Record date to be eligible for the interim dividend 
17 October 2014* Interim dividend paid to shareholders 
5 November 2014* Q3 interim management statement 

* All future dates are indicative and subject to change.  

ShareGift 
If you have a small shareholding which is uneconomical to sell, you may want to consider donating it to ShareGift (Registered charity  
no. 1052686), a charity that specialises in the donation of small, unwanted shareholdings to good causes. You can find out more by 
visiting sharegift.org or by calling 020 7930 3737. 

Shareholder security 
Shareholders may receive unsolicited and suspicious phone calls from “brokers” offering to buy their shares at a price far in excess of 
their market value. We believe this may be a scam, commonly referred to as a ‘boiler room’. The callers obtain your details from publicly 
available sources of information. 

Shareholders are cautioned to be very wary of any unsolicited advice, offers to buy shares at a discount, or to sell your shares at a 
premium. Remember, if it sounds too good to be true, it probably is! 

More detailed information and guidance is available on the “investors” section of our corporate website. Our investor website can be 
found at: www.esuregroup.com/investors  
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Contact details 
Registrars 
Equiniti Limited 
Aspect House 
Spencer Road 
Lancing 
West Sussex BN99 6DA 
Telephone: 0871 384 2030 (shareholders) or 0845 601 8884 (commercial solutions) 
Online: www.equiniti.com 

Auditors 
KPMG Audit Plc 
15 Canada Square  
London E14 5GL 
Tel: 0207 311 1000 

Investor Relations 
Nick Wrighton – Deputy Chief Finance Officer 
t: +44(0)1737 235164 
e: investor.relations@esuregroup.com 

Chris Wensley – Investor Relations Manager 
t: +44(0)1737 641324 
e: investor.relations@esuregroup.com 

Registered office and Head Office 
esure Group plc 
The Observatory 
Castlefield Road 
Reigate  
Surrey RH2 0SG 
Telephone: 01737 222 222 
Registered No. 7064312 

www.esuregroup.com 

  



esure Group Annual Report 2013116

Notes
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