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Report for Lutine Assurance Services Ltd

| INTRODUCTION

I.1 BACKGROUND

This Report has been prepared for Lutine Assurance Services Ltd (The Client).

2 AKGO®S ASSI GNMENT

' YDQ&A |&aaAadyyYSyid OF yWwnxS LONRRERIS 13 dY2vyf WRRSYR(G A taf Ay RS LIS
' 3adzNF yOS { SNBAOSa [GR 6GKS /[ xpelidnog &fthe reduireinénis 8f | OO 2 dzy |
tfSIFRAY3 LCla yR AyOftdzZRAy3a StSYSyida FTNRY (KS F2NXI
wSLER2NIa F2NI!'Y [AFS hFFAOSaQo

1.3 INFORMATION SOURCES

AKG has been supplied with the following information.
a) Jubilee Group Holdings Ltd (formerly AppleclaimLtd) ¢ 5 A NE O 2 NEQ wSLER NI YR CAYLlY
the year ended 31 December 2008

b) Lutine Assurance Services Ltd (5 A NBOG2NBQ WSLE2NI YR CAYyFYOALFE { Gl
December 2008

c) Jubilee Managing Agency Ltd ¢ Report and Financial Statements for the year ended 31 December
2008

d) Cassidy Davis Insurance Services td (5 A NBOU2NEQ wWSLRE NI FyR CAYlFYyOALFf {4
31 December 2008

e) Cassidy Capital Life td ¢5 A NB Ol 2 NB Q w S LI2nidits for tifeRRear@rided B1yD&dembet  { G | G S
2008

f) Cassidy Capital td¢5 A NEOG 2 NBRQ wSLR NI |yR CAYylFyOALt {iGFGdSYSyi
g) Cassidy Davis Syndicate 779 ¢ Report and Accounts at 31 December 2008
In addition AKG has held a meeting with Jon Clarke, Managing Director of Lutine (previously Deputy

Underwriter for Syndicate 779), Alison McQuade, Lutine company accountant.

Further information on Lutine was available at www.lutine.com® Ly F2 NN (salfavys avalilable [ f 2 @ RQ&
direct from the website www.Lloyds.com.

LYF2NXYIFGAR2Y Ay NB&aLISOG 2F 2G§KSNJ O02YLI yAasSa Ay G(KS Y
information, which is maintained both by regular direct contact with product providers and by other channels
of market intelligence.

AKG Actuaries & Consultants Ltd Page 3 December 2009
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14  RELIANCES AND LIMITATIONS

adzOK 2F GKS AYyTF2NXIFGA2Y dzZRYy 6KAOK ! YDQa 0O02YYSyda |1
AKG has relied upon the accuracy of such information and cannot accept any responsibility for any

inaccuracies or omissions.

Assessments of financial strength, etc. are generally based upon analysis for the annual Accounts and
Statements of the companies concerned.

All analysis is based on the assumption that prospective policyholders (and their advisers) will wish to take a
cautious approach to risk in respect of financial strength issues, etc. in the selection of appropriate product
providers.

AKG personnel are available to expand upon the comments in this report, if required.

2 KAfT A0 Ylye |allsSota dzyRSNIeAy3a !'YDQa O2YYSyida | NB
industry is a competitive and dynamic marketplace, with new products and developments being announced

regularly. As a result, AKG cannot guarantee that any particular comment will remain appropriate at any

future date. In particular, future developments such as product changes, or company restructuring, could
have significant impact upon the comments.

I.5  CONFIDENTIALITY
Thisreporthas0 SSyY LINRRdzOSR F2NJ GKS /fASydiQa az2tS O2yaARSNI (.
AKG is happy for the Client to reproduce all or part of the report in any internal or external published
material, subject to:
T Prior arrangement of the content, context, duration and volume of such reproduction and of any
NEFSNBYyOSz SELXIAOAG 2NJAYLX AOAGEZT (2 !YDQa Ay@2t @S

T Payment of such additional fees as may be mutually agreed between AKG and the Client.

AKG Actuaries & Consultants Ltd Page 4 December 2009
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2 ASSESSMENT CRITERIA

2.1 FINANCIAL STRENGTH AND CORPORATE PROFILE

A prime criterion in assessing financial service providers is that of Financial Strength and Corporate Profile.
AKG invariably recommends the exclusion from consideration of product providers who do not rate highly
enough in this respect, regardless of other considerations. Furthermore, in assessing a new entrant into the
IFA market, particularly one without any track record of its own, AKG believes that it is very important to look
through to the parent organisation.

In producing this report, AKG hasalsotakenA y i 2 | O02dzy it ONARGSNALF GKI G | NB dzyAl

AKG consistently emphasises the need to evaluate WCA Y I Yy OA I £ { (i NB y Tiditie cohtgktef / 2 N1J2 NI
G§KS LINPRdzOG GeLlS dzy RSNJ 02y & A RSNI (A fndlecompdnpfohtvy DQ& S E LIS

quite different Financial Strength ratings for different types of product. Thus, for example, AKG may rate a
company very W & (i KaPN6PE(fit products, but extremely W & S forWeh Profits products.

For the evaluation of WCY @A I £ { GNBY3IGK F'YRQA2HNBRBNLIS t NXTABSGR
ability to support its business over the long-term, taking the following main criteria into account:

q Available capital

T Parental strength (and likely attitude towards supporting the company)
T Company size

1 Corporate structure

Al Distribution image

T Future strategy

In addition to this, AKG has also taken into account additional factors that are relevant to a Provider operating
Ay GKS [f28RQ& YIN]Sio

AKG hasrated LutineBforoverall FA Yy I YOA I f &AGNBY3IGK F2NI odzaiySaa GKI

In addition, AKG has rated the company 4 Stars for Non Profit business.

AKG Actuaries & Consultants Ltd Page 5 December 2009
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3LLOYDOS OF LONDON

3. BACKGROUND

Lloyd’s is a leading specialist insurance market and is not a single legal insurance entity. It was
established in a 17t century coffee shop offering marine coverage and has grown to cover some of
the world’s most complex and specialist risks.

Lloyd’s vision is to be “the platform of choice for insurance and reinsurance buyers and sellers to
access and trade specialist property and casualty risks”.

Capital providers are known as “members” or “Names” and provide capital to back the liabilities
for the risks they accept. Typically the members group into syndicates (80 as at December 2008),
which are run by managing agents (51 as at December 2008), firms of specialist underwriters, who
accept risk on behalf of syndicate members. Those bringing capital to the Lloyd’s market as at June
2008 comprise:

1 105 corporate members (private companies)
1 907 individual members with unlimited liability (“Names”)
1 464 NameCos (individuals underwriting via limited liability companies)

and

1 125 Scottish Limited Partnerships (individuals underwriting via limited liability

partnerships)

1 3 Group Conversion Vehicles (individuals who converted into limited lability group
schemes)

1 464 Limited Liability Partnerships (individuals underwriting via limited Lability
partnerships)

[ft28RQa A& f AOSyasSRo térroriesiafndeSnNatdiihrickSprogpwdzifiory &ér 200 A Y
countries and territories in accordance with local laws and regulation.

CKS LINAYOALIEt YINJSGA Ay 6KAOK [f28RQA 2LISN)IGSa
in marine, motor, energy, aviation and life.

32  FINANCIAL SECURITY

[ £ 228 RQA& ard RibjeR th Lxlifférdstaegulatory framework to that which applies to UK life companies.

Lloyd's is regulated by the UK Financial Services Authority (FSA), under the Financial Services and Markets Act
2000.

The FSA also regulates Lloyd's managing agents, members' agents, and Lloyd's brokers.

The FSA and Lloyd's have common objectives in ensuring that the Lloyd's market is appropriately regulated
and, to minimise duplication, the FSA has agreed arrangements with Lloyd's for co-operation on supervision
and enforcement.

The security underlying policies issued at Lloyd's has three components.

1) Syndicate level assets - the first source of funds with which to settle claims is the policyholder trust
funds into which all premiums are deposited. These assets are held at a syndicate level, are liquid in

YIEGdzNBE yR INB 2yfeée F@rAflrotS G2 YSSG SFOK YSYo SN

2) aSYoSNHQ ne@day Renbers, whether individual or corporate, are required to hold
additional capital at L2 @ RQa & Fdz2NIKSNJ aSOdz2NRGe P 3L AY

YSYGSNDA aKINB 2F tye OflLAY® ¢CKS FY2dzyid 2°7F
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nature and amount of risk underwritten.

3) Central Assets ¢ finally, all members contribute to the Lloyd's Central Fund, which, at the discretion
2F GKS /2dzyOAt 2F [f28RQazx Oly 6S dzaSR G2 YSSiaG
GAOGKAY [f28RQao® Ly GKA&a NBaLISOG Al Aa RATT
Codzy OAf 2F [f2@8RQa NB3IdA NI & NBGASsa GKS OSyGaNrf |
the current financial position and forecasted needs and adjusts the contribution levels as required.
aSYOSNERQ O2y G NROdziA 2y & duted fromd K¥Sto 0.5% Yfighid fritte€ dzy’ R 6 S NS
premiums for 2008 and remain at that level for 2009.

[ ATS o0dzaAySaa Aa y20 | YFI22NJ 2NJ O2NB LI NI 2F [f28RQa
half a dozen syndicates and, whilst an increased number in recent years, this represents a very small
proportion of the overall capacity (less than 1%). Nevertheless, all Lloyd's policies are ultimately backed by
[ £ 2@ RQaso fiof @ fmblkiall sécurity perspective, life business has the same security as any other
business line with regards potential backing fromthe centralfund. [ f 2@ RQa Kl a Ff gl && LI AR | f

¢CKS F2ftft2¢gAy3a GFofS t221a i GKS az2f gSyoOe LRaAGAzZzYy 2
inthe[ f 28 RQ& wS{dzNYy (G2 GKS C{!XI 6KAOK A& AY(iSYyRSR (2 Sy
fAYS S6A0GK 204KSNJ 'Y AYadaNBNERI FRIFILISR 6KSNB | LILINE LINR I
syndicate level is not available.

December 2008 December 2007 December 2006
(Em)
Syndicate level assets 38,306 30,601 27,954
Syndicate Provisions 35,744 27,949 27,357
Excess Syndicate level assets ¢ Level 1 2,562 2,652 597
aSYoSNAEQevdFHzy R& 10,630 9,858 11,282
Central Fund Assets ¢ Level 3 2,072 1,951 1,454
Total excess assets 15,264 14,461 13,333
%
Level 1 solvency ratio 7.2 9.5 2.2
Level 2 solvency ratio 29.7 35.3 41.2
Level 3 solvency ratio 5.8 7.0 5.3
Total solvency ratio 42.7 51.7 48.7

The solvency ratios in the above table have been expressed as a percentage of the Syndicate Provisions. The
above table leads to the following observations:

1) 2KAfald GKS NIXdGAz2a NBRAzOSR Ay Hnnys 20SNItf az2f @Sy
remains relatively good. This measure would continue to compare well with most life companies.

2) Secondly, the major contributor to solvency cover is, as expected under the security arrangements,
GKS aSYOSNEQ FdzyRa o
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Whilst still reasonably healthy, the contribution to solvency offered by the Central Assets is not the major
component. Since this is the only component that is not held on a several basis, this is the level of coverage
available should a syndicate need recourse to it.

The Central Fund was strengthened in 2007 by a £500m subordinated debt issue, which also enabled[ f 2 @ RQa
to repay over £300m of loans from its syndicates.

In addition to this there are other positive factors:

1) TheCallable layer. / SY i N} f Cdzy R | aaSda YlI& 06S adzalX SYSyiaSR
membersQoverall premium limits in any one calendar year. These funds would be drawn from
premium trust funds across all syndicates. The callable layer [2008: £495m] is allowable for solvency
measures. Allowing for this, and other solvency adjustments, increases the Central Assets to
£2,608m, ahead of the minimum target of £1.7bn. It also gives a solvency ratio of 1,961% [2007:
1,463%)].

2) ' Yy20KSN) O2YTF2NIAy3 FFEOG2NI Aa (GKFG [f28RQa Y246 KI :
in itself brings added comfort from a solvency perspective, due to the generally increased and easier
access to capital that companies have compared to individual members. Around 95% of total
capacity is provided by corporate members.

3) The provision for Solvency Shortfalls, which is not included in the above numbers, and which
represents the shortfalls for members, whose assets are insufficient to cover their liabilities and
capital requirements, reduced in 2008 from £167m to £133m.

At a syndicate level, all syndicates trading at Lloyd's ate required to produce an Individual Capital
Assessment (ICA). As well as being an FSA requirement, syndicate ICAs are used to determine
capital levels at Lloyd's and form an integral element of the Society ICA calculation. The FSA has
placed clear responsibilities upon Lloyd’s within the ICAS regime and Lloyd’s must be able to
justify the reliance which it places on a syndicate ICA within the capital setting process. All
syndicate ICAs are therefore subject to review by Lloyd's.

33  OPERATING PERFORMANCE

¢ KS [ rhatked dafferad large losses between 1988 and 1992, totalling approximately $8bn. These losses
largely arose as a result of a combination of asbestosis and pollution related claims and the practice in the
market at the time of placing inter-syndicate/inter-company excess of loss retrocession in respect of
catastrophe losses [the London Market Excess of Loss ("LMX") spiral]. These losses ultimately led to litigation
against many participants in the[ f 2 Sdk& and forced many Names to cease underwriting. The weight of
outstanding debts also impacted Lloyd's solvency and liquidity.

[ f 2 &sRfuad itself under severe threat around the turn of this century, having suffered a series of losses
since 1997. These it mainly attributed to cost-cutting in the insurance business coinciding with losses from
major storms and natural disasters. It lost over $8bn, more than any other insurance organization, in the
attacks on the World Trade Centre.

Whilst these events undoubtedly damaged itA 0 N} YR YR FAYIYOALf LRaAGAZ2Y I |
address them:

1) In September 1996, Lloyd@ implemented its Reconstruction and Renewal plan, under which it
sought to put an end to market wide litigation as well as "draw a line" under prior years losses
by reinsuring the 1992 and prior years business underwritten by its members (or Names) into
Equitas, a UK authorised reinsurer. 9 lj dzZA G & ¢ & ONBFGSR (G2 NBAYadaNB
and prior & S | AedlifR liabilities. In 2006, a deal was announced, which once completed,
g2dZ R SYyR (KS NBaiRdz f f S3l f fAFLOAEAGASA 2F [ f
Equitas. It was announced that Equitas would enter into an agreement with Berkshire

AKG Actuaries & Consultants Ltd Page 8 December 2009
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Hathaway Inc to provide a further £3.8bn (S7bn) of reinsurance cover to Equitas and, when
finalised, would end liabilities for Names under policies reinsured by Equitas. The first part of
this was completed in 2007, with final completion in June 2009.
2) Another major factor is the transition from individual to corporate members.
3) [f28RQ& KIF& Ifaz2 tSFENYSR FTNRY AGa LI &ad vyAradlSa
It has improved its governance and risk management procedures.
4 [f28RQAa KFa |f&a2 AYLINE JSR mpoiant cinsiérayich Inkth&dl Sy 08 Ay
current climate and against the backdrop of Treating Customers Fairly. It publishes a three year
plan, which outlines the challenges and opportunities that it faces, together with the steps it
needs to take to meet and capitalise on them. It has also, for the first time in 2007, published
its Key Performance Indicators.

2KAf A0 y20G AYYdzyyS FTNRBY (KS SO2y2YAO R26yGdNYy>E [ 28R
(down 51% from £3.8bn in 2007) and an increased combined loss ratio of 91.3% [2007: 84.0%]. The

reduction in profit reflects weakening market conditions and increased catastrophe events following a period

2F dzydzadza tte t2¢6 OflFAYa | a oSt 4 GKS OKFftSy3aay3a S
was its third most profitable year since 2001 and the introduction of annual accounting.

Other highlights included:

Increased Gross Written Premiums of £18.0bn [2007: £16.4bn].

Return on investments of 2.5% [2007: 5.6%], which benefitted from a conservative investment
strategy.

An increased overall surplus on prior years of £1,265m [2007: £865m].

A reduced pre-tax return on capital of 13.7% [2007: 29.3%)].

Central assets increased by 6% to £2,072m [2007: £1,951m].

= =

= =4 -9

Another comforting factor, mentioned earlier in this report is the continued decline in the solvency deficit,
down to £133m in 2008 [£167m in 2007 and £253m in 2006].

The above can be viewed as evidence of the improved robustness of Lloyds, which has emerged from a
difficult period in a relatively healthy position, particularly from a solvency perspective.

AKG Actuaries & Consultants Ltd Page 9 December 2009
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4 LUTINE

4.1 CORPORATE STRUCTURE

CKSNB FNB | ydzYoSNI 2F O2YLI yASa Ay@2ft @SR Ay [dziAySQa
companies are:

Lutine Assurance Services Ltd (Lutine)

A wholly owned subsidiary of Jubilee Managing Agency Ltd, Lutine acts as a marketing and service company,
underwriting, accepting and managing individual and group life risks received via IFAs on behalf of Syndicate
779. Gross commissions of £2.0m were paid to Lutine in 2008 [2007: £1.9m] for these services. The company
is operating profitably and reported an increased profit of £668k in 2008 [2007: £604k; 2006: £761k]. A
dividend of £373k in relation to 2007 was paid in 2008 [2006: £353k].

Lutine effectively operates as a life company in all respects except for accepting the risk and managing the
assets and liabilities. It controls distribution, accounts, underwriting, administration and claims management.
Lutine recognises that it is small in market terms, but accepts and is committed to being a niche player. In this
respect, it has carved itself out a good reputation in the market.

Historically, distribution has been on a whole of market basis, there being no differentiation by IFA. The focus
is on building relationships and partnerships, aiming at the smaller group market place with schemes of up to
100 lives, competing on such issues as free cover limits.

Jubilee Managing Agency Ltd (Jubilee Managing Agency)

Jubilee Managing Agency is a wholly owned subsidiary of Jubilee Group Holdings Ltd (Jubilee) ¢ see 4.2 below.

Wdzo At SS alyl3Ay3 !'3Sy0e Aa +y [LINRPGSR [f28RQa al ylI :
well as 779. It receives Managing Agency fees from the three syndicates it manages based upon the capacity

of each of the syndicates and is also entitled to receive profit commission from the syndicates. The company

reported a slightly reduced profit of £2.7m in 2008 [2007: £2.8m; 2006: £0.4m]. A dividend of £1.8m relating

to 2007 was paid in 2008 [2006: £255k.]. A subordinated loan of £200m is in place from Jubilee to ensure

GKFG GKS O02YLl yeée Kla adFFAOASY(H TFdzyRa G2 YSSiG [t2e
[f28RQa F3FAyald Fyeée Of | eatbdto rdoddg tReSivdkryriRng of dnjinewfdngg NB OS A
term insurance business at Lloyds from Cassidy Capital Ltd to Cassidy Capital Life Ltd. The maximum liability

Pl
[ Re

Q

of the company is limited to £500k.
Cassidy Davis Insurance Services Ltd (CDISL)

A wholly owned subsidiary of Cassidy Davis Underwriting Agency Ltd, which in turn is a wholly owned
subsidiary of Jubilee, CDISL provides insurance services. CDISL received fee income totalling £3.1m in 2008 of
which £59.8k [2007: 16k] was in respect of services provided to Syndicate 779. CDISL reported a profit of
£240k in 2008 [2007: loss of £50k; 2006: loss of £99Kk].

Cassidy Capital Life Ltd (Cassidy Capital Life)

A wholly owned subsidiary of Jubilee, the company commenced trading on 1 December 2007 and is a
corporate member of Lloyds, providing capital with effect from 1 January 2008 for Syndicate 779 in which it
has a 13.8% interest. It was established in order to separate the capital support for the Life Syndicate from
the General Syndicate. As such, it replaced Cassidy Capital Ltd, which provided capital to Syndicate 779 for
2007 and 2006. In its first year of operation, Cassidy Capital Life reported an after tax profit of £0, since all
profits are paid to syndicate capital providers.

AKG Actuaries & Consultants Ltd Page 10 December 2009
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Cassidy Capital Ltd (Cassidy Capital)

A wholly owned subsidiary of Jubilee, the company is a corporate member of Lloyds, providing capital for
Syndicates 779 and 5820, participating in all three years of account (2006 ¢ 2008) for Syndicate 5820 and for
2006 and 2007 for Syndicate 779. In 2008, the company declared an after tax profit of £0 [2007: £179Kk].

CassidyDavis{ @Y RAOIF (S 171 0O [f28RQA

{@8YyRAOIGS TtT7p Ad 2yS 2F 2yfeé || KIFIYyR¥dAg 2F fAFS a@&yRAC
an increase in the number of life syndicates recently, but to date this has not led to a significant increase in

business written. Gross written premiums were £49m in 2008 [2007: £46m]. Within this, with gross written

premiums of £33.7m in 2008 and £29.0m in 2007, Syndicate 799 is the most significant player. Its principal

activity is underwriting term life assurance. In 2008 it made a profit of £2.3m [2007: £3.3m; 2006: £0.7m]. Its

net claims and expense ratios in 2008 were 7.7% and 88.5% respectively giving a combined ratio of 96.2%

OHANTY MPPTE:I TMOYE: YR pMOpE:T HancY ocdc>S cpdm: |y
The investment strategy for the syndicate is to invest in cash or cash equivalents. The main investments are

in 6-12 month fixed income securities.

yc: 2F GKS a@yRAOIFIGS O LAKS XA NJAGI LINRMRAR SR weo 3 t 2RIRR A0
process only. The remaining 14% of capital is now provided by Cassidy Capital Life Limited, a wholly owned

subsidiary within the Jubilee Group.

The Syndicate holds reserves, calculated by its external actuary as sufficient to cover all claims (level one) ¢
these have not been disclosed to AKG. In the event that these were to be exhausted, the Syndicate would
look to its Names to cover any further losses up to their limit of liability (level two). Over and above this, the
Central Fund would kick in.

The Syndicate states that it has shifted its emphasis from individual business towards group, in light of the
drop off in lending and mortgage activity. It also notes increased competition in the group market.

The Syndicate reported an usually high turnover of staff in 2008, primarily in relation to its relocation from
Birmingham to London. Staff retention fell from 96% to 63% in 2008.

AKG Actuaries & Consultants Ltd Page 11 December 2009
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42  PARENTAL STRENGTH AND ATTITUDE

Parental strength is primarily a function of available capital (and future supply of same) together with the
intrinsic weight, brand and commitments a parent brings to one of its subsidiary organisations. Its track
record for similar exercises would also be taken in consideration.

As can be seen above, Jubilee Group Holdings Ltd (formerly Appleclaim Ltd ¢ name change 9 June 2009) is the
ultimate parent company of all the constituent components of the proposition with the exception of the
Syndicate itself. Whilst none of these companies actually accept insurance risks, this being the function of the
Syndicate, financial strength is an important consideration with regards such issues as service and claims
management.

In 2005, Lutine was acquired by Jubilee, from its previous owners, St. Paul Travelers Syndicate Management

Limited, ultimately owned by The Travelers Companies, Inc ¢ a property and casualty provider. This meant

that the ownership of Lutine and Cassidy Davis was transferred from a large insurance operation with total

FaaSiGa 2F FLILINRPEAYIGSt& pPmmpoyZ odzi y2d ySOSaal NAf @
to Life Insurance, to a much smaller operation, which is much more focussed on its niche offerings and a
O2yAydzZSR LINBaSyOS Ay GKS [f28RQ& YIN)Sio

This obviously brings with it pros and cons, but on balance AKG considers that this was a positive

development.

Jubilee as the parent company of Lutine, with a 100% shareholding, approves business strategy and reviews
ongoing performance. Jubilee has a number of different shareholders, most of whom are individuals.

The highest shareholding, at around 39% is, however, held by a company, Guardian Re (SAC) Ltd, whose
ultimate parent company is Guardian Holdings Ltd (GHL), a company registered in Trinidad and Tobago. This
shareholding was transferred in 2008 from Nemwil International Insurance Services Ltd, itself a subsidiary
company of GHL. GHL is the parent company of a financial services group whose business focus is in life,
health, property and casualty insurance, pensions, asset management and private equity. GHL operates
across the English and Dutch Caribbean, Central and Latin America, and had expanded its international
presence in Europe through strategic acquisitions in the United Kingdom and Gibraltar. GHL has experienced
some difficulties recently, but these primarily relate to its UK motor insurance company Zenith. It has reacted
decisively to this, ring-fencing and subsequently offloading Zenith. GHL therefore appears to have emerged in
relatively good shape and has reiterated its commitment to Jubilee. GHL is a significant shareholder and has
two representatives on the Jubilee Board.

All other shareholdings are of 6% or under apart from a 14.9% holding by Mr TTM Agnew, a Director of
Jubilee.

Jubilee acts as a holding company. Three subsidiary companies, Jubilee Motor Policies Ltd, Cassidy Capital Ltd

and Cassidy Capital Life Ltd are engaged in insurance activities as Corporate Members through their

LI NOHAOALI GA2Yy 2y [f28RQA& {@8yRAOIF({iSa MHOMI pyHn FYR T
£8.1m; 2006: loss £1.6m]. A dividend of £2.6m was paid [2007: £684k]. During 2007 the issued share capital

was increased by £1.3m. During 2008, there was a capital reduction of around £100k, primarily arising from

shares bought back from former employees who left the company.
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43  PRODUCTS
The principle products marketed by Lutine are:
Group Life ¢ underwritten by Cassidy Davis Syndicate 779at[ f 2 @ RQ &
Keyman Assurance Cdzy RSNB NA G GSy o6& /| aaiARe 5F@Aa {@yRAOIGS

= =4 =4 -2

Term Assurance G underwritten by Scottish Friendly Assurance Society Ltd. A separate AKG report is
available considering the financial strength of this Society.

1 Mortgage Protection Payment Insurance - dzy RSNB NR G G Sy wmn
[f28RQa alylF3a3Ay3a 1 3Syd F2N [ 2
business is not considered in this report

44  DISTRIBUTION

Lutine acts as a marketing and service company interfacing with the intermediary (IFA) market in the UK. Its
specialist nature, with niche protection business being largely written into Lloyds of London via its activities in
marketing, underwriting and administration, means that it only operates in a small part of the overall
intermediary market.

As result of its niche persona and the fact it does not seek to operate across all intermediary firms, Lutine is
able to distribute products with relatively few business development managers and the accent in this regard
is on quality and specific experience.

45  IMAGE & STRATEGY

Being intrinsically linked with Lloyds of London due to its product offering and ownership, it is important to
consider the image and strategy of Lloyds itself when considering Lutine.

{AYyOS SINié Hwnnnx [f28RQ& KIFa 0SSy g2NlAy3 2y RSTAYA
RSOSt2LIAYy3a | Y2NB &2adGSYFGAO FLIINRIFOK (2 SELINBaaAiAy3
value in providing differentiation and is keen that everyone involved must play a part in promoting and

protecting it. The brand is one of the oldest and most famous in the market and is recognised throughout the

62NI RO [f28RQ& A& | Odzi St & Isitis ddFto cakdirfearablé @amagd G G SNI K2 6
toit.

C2NJ KA& NBlFLazys:r [t28RQa O2yaARSNB Al SaaSydaalrt GKI

Lloyd's brand:
f Understands what it stands for
I Communicates what it stands for effectively
I Protects it from misuse
Actively promotes it at every opportunity

¢KS [f28RQ& AYI3AS KI&a Ot SINIé 0SSy G(KNRddzAK &42YS RATT
it has emerged from this and, aided by a more robust risk management process, it has maintained a good

image in the insurance market on a global basis. Indeed it has recently widened its global presence in Asia

and has expanded its presence in Latin America, the Middle East and Continental Europe.

Lutine itself, under its various ownershiLJa ¥ Kl a | f gl & a
GKSNBF2NB Aa AYyKSNByiGte SELRASR
itself a well respected image in its own right and within its niche markets.

683y Ofz2aste FtA3lySR
02 6 S

I.
0KS LISNOSA@PSR §
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In itself Lutine is undeniably small in comparison with life companies operating in the same or similar markets.
However, the operation enjoys a greater name awareness within the UK intermediary sector than this
absolute size might suggest. In part this results from its length of establishment and focussed promotional
activity over this period. This has certainly resulted in positive, well established reputation, particularly in its
niche markets.

Allied to this degree of established awareness the operation (itself really a marketing vehicle for the other risk

OF NNASNEO Aa o6fS G2 tSOSNIIAS a2YS aLlsSoda 2F AGa NE
significant difficulties can be judged as being behind it and the connectionbetweSy [ dziAy S | YR [f 28 RQ
0S aSSy Fa | LRaAAGAGS LINI 2F GKS 2LISNIGA2yQa AYIF3S
report).

{ONIG§SAAOFtte [dzZiaAySQa FTOGAPGAGE KIFIa 0SSythdtthda Ay SR> | a
parental position has changed over the years means that alterations to its growth and development have

similarly adjusted. However, throughout some degree of uncertainty in this respect, a reasonable sense of

strategic purpose has been maintained by the operation itself. Now within the Jubilee stable there is a
RAAOSNYIFo6ftS aSyasS 2F ANBFGISNI aGNFdS3IA0 AyidSyasz fz2y13
(current and potential) and the positive effects of this can be seen in both current operational stability and

the development of future plans for measured growth.

46  SERVICE

4.6.1 Approach

Lutine states the following in respect of 8 S NIJA OS LKA f 282 LIK&d dhdzNJ 32Ff A& &aAY
la GKS o0Said 4 ¢KFKG ¢S R2 ¢

To achieve this and perhaps predominantly facilitated by its relatively small size, Lutine operates a more

interactive approach with distributors than larger counterparts in terms of service.

It uses an account manager approach and through this establishment of lines of communication believes it
can adjust better to what is required by the intermediary, even when this might vary from the norm.

Whilst a more bespoke approach could come under pressure with growth, indications are that it works well
OdzNNB y (i t &urrdnttompaditibriaydprodiict markets.

Clearly the organisation sees service as a positive key differentiator and it is particularly something it seeks to
leverage in its retention activities.

4.6.2 e-business
The company makes increasing use of online capability with online submission, and application as well as
using www.lutine.com to deliver a document library.

Further use of online capability is anticipated both within the current product offering and increasingly as part
of new product offerings.

4.6.3 Service Standards & Awards
The nature of Lutine as a niche organisation means that it does not regularly feature in industry awards and
benchmarking metrics.

It does however report strong performance to internal measures.

4.6.4 Outsourcing
Lutine does not make significant use of outsourcing
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4.7  REINSURANCE

AKG has been informed that all reinsurers used have an S&P rating of A or above. Recognising the inherent
profitability of the business that it writes, the Syndicate has increased its retention on any one person from
£100k to £200k in 2007. In 2008, this was further increased to £500k for one year business and £250k for all
other business.
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5 CONCLUSION

YD A& alGAATASR GKFG [f28RQA Kl idafelNFedrs@gb.StRas LI2 A A (1 A @S
put in place robust governance processes and has improved and stabilised its overall financial strength.
This has been reflected in its operating performance in recent years.

YD O2yAARSNAE GKIF (G 0 gdddmageinth@imublicerhagkeR [ dziAy S Syza2e |

AKG considers that Lutine is a well regarded player in its chosen niche markets and has the backing of a
supportive and committed owner.

YD KFa y2 YIFE22N 02y OSNya 20SNI[dziAySQad NBAyYyadzaNI yOf

AKG hasrated LutA Y S . F2NJ 2@0SNI ff TFAYFYOAlIf adNBy3adK F2NI o
market.

In addition, AKG has rated the company 4 Stars for Non Profit business.
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APPENDIX |

CORPORATE STRUCTURE

Jubilee Group Holdings Ltd
(formerly Appleclaim Ltd)

Jubilee Managing
Agency Ltd

Lutine
Assurance
Services Ltd

Cassidy Capital Life
Ltd

13.8%

Cassidy Davis
Syndicate 779

Cassidy Davis
Underwriting
Agency Ltd

Cassidy Davis
Insurance
Services Ltd
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APPENDIX 2 INFORMATION ABOUT AKG

AKG is an actuarially based consultancy specialising in the provision of ratings, information and market
assistance to the financial services industry.

Awide range of Clients

Within a specialist focus on the financial services industry, AKG has developed a broad, complementary range
of clients including: Intermediaries (IFAs), Life Companies, Friendly Societies, IFA Networks, Regulators, Fund
Managers, Trade Bodies, Service Providers, Banks, and Building Societies.

Support for Product Providers

AKG assists Providers in:

q Financial Strength Analysis and Presentation
1 Data and Information Provision

T Actuarial Consultancy

T Distribution Consultancy

Assistance to Financial Intermediaries

AKG assists Intermediaries in:

T Financial Strength Analysis and Ratings of Product Providers
q Best Advice Panel Services
T Data and Information Provision

T Actuarial and Technical Support
Regular Reports
AKG publishes the following reports to assist providers and intermediaries:
i AKG Company Profile & Financial Strength Reports
(Covering UK life assurance companies)
i AKG Offshore Profile & Financial Strength Reports

(Covering Offshore life assurance companies)

bl AKG UK Life Office With Profits Report

For further details on any of the above please contact AKG:

Tel: +44 (0) 1306 876439, email: akg@akg.co.uk

Or online at www.akg.co.uk
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