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Evolution Insurance Company Limited
Directors® Report

The directors present their report and financial statements for the year ended 20 June 2025.

Principal activitios

Evolution Insurance Company Limited ("EICL", the “Company”) is part of an independent privately-owned insurance
group which offers traditional and innovative non-life insurance sclutions to its business partners. The Company is
licensed by the Gibraltar Financial Services Commission ("GFSC") to underwrite the following insurance classes:

1 Accident

2 Sickness

3 Land vehicles

7 Goods in transi

8 Fire and natural forces
9 Damage to property
10 Motor vehicle liabllity
13 General liability

14 Credit

15 Suretyship

18 Miscellaneous financial loss (MFL)
17 Legal expenses

18 Assistance

Roview of the business
The results for the year are as shown in the statement of comprehensive income on pages © and 10. The
shareholder's funds total £24.9m (2024: £22.7m).

During the last 12 months the Company reported Gross Written Premium (GWP) of £14.4m (2024; £12.2m). GWP
from the Assistance class is growing steadily and performing In line with expeciations but this has been offset by lower
premium in the Surety and Miscellaneous Financial Loss (MFL) classes. The Surety market has experienced a
challenging period and the Company has reduced its premium levels to ensure a focus on better quality exposures.
The reduction in MFL premium is due to minimal new premium from the closed Latent Defects insurance books which
is driven by the time lapse since thase books were closed to new quotes.

The Assistance class business Is shorter in duration than Surety and MFL and therefore the growth in this class has
driven the growth in Eamed Premium to £14.5m (2024: £13.0m).

The result on the Technical Account is a prefit of £1.6m (2024: £0.5m) which includes changes to the provision for
claims recommended by the Company's independent reserving actuary. Over the last 12 months the Company paid
claims of £10.5m (2024; £7.1m). The Increase in net operating expenses relates to acquisition costs associated with
the growth in GWP.

The Company's investment portfolio has generaled a total retum of £2.4m (2024: £2.8m). This underwriting and
investment performance, combined with good contrel of adminsitration costs, has enabied the Company to report a
profit after tax for the current year of £2.2m (2024: £1.6m). The Company did not pay dividends in 2024 and 2025.

The Board regularly assesses the ongoing developments arising from macro events and their impact on the economic,
political, and regulatory environment. The Board is also focused on cyber, inflation and climate change and believes it
has made adequate allowance for developments (n these areas. [n addition, the Board continues to work closely with
the Company's business partners to control costs while maintaining a constant focus on delivering good customer
oulcomes. The Company maintains a strong finencial and liguidity position and therefore the Board beliebes it is well
positicned for any future adverse economic developments.

Solvency I
The Board is focused on maintaining a strong balance sheet and looks to ensure there are sufficient own funds to (1)
meet the regulatory solvency requirement, (2) provide additional resllience to adverse events, and (3) support new

business opportunities. The Company's unaudited Solvency Il SCR coverage ratio calculated at 30 June 2025 was
192% (2024: 192%).

Future developments

The Board is focused on maintaining the rebust financial pesition of the Company while continuing to support and work
clogely with the current business partners.

In addition, the Board will seek new underwriting cpportunities that are within their risk appetite and which support a
long-term relationship that delivers good outcomas for all parties.



Evolution Insurance Company Limited
Directors' Report

Principal risks and uncertainties
The principal risks and uncertainties relate to the Company’s general insurance business and arise from fluctuations in
timing, frequency and severity of claims compared to its expectations.

The Company is also exposed to financial risks primarily through its investments, reinsurance assets and policyholder
liabilities.

These risks are set out in more detail in Notes 24 and 25 to the financial statements.

Financial risk management

Information on the use of the financial instruments by the Company and its management of financial risk Is disclosed in
Note 25 to the financial statements. In particular, the Company’s exposure to market risk, credit risk and liquidity risk
are separately disclosed in that note.

Post balance sheet events

Events after the reporting period and up to the signing date of this report are disclosed in Note 30 to the financial
statements.

Going concern

The Directors have reviewed the Company's projections for the next three years, from the date of signing these
financial statements, including cash flow forecasts, stress-tested ultimate outcome scenarios, and regulatory capital
requirements,

As a result of this review, the Directors have satisfied themselves that the Company has adequate resources to
continue in operational existence throughout the current period and for the foreseeable future. The results of these
tests also indicated that the Company will not breach the solvency capital requirement. Accordingly, the going concemn
basis has been adopted in preparing the financial statements.

Directors
The directors who served during the year and to the date of this report were as follows:

W Bidwell

M Ashton

T Stephenson

C Gilchrist Estella
S Haynes

F Cassar

Directors’ responsibilities
Company law requires the directors to prepare financial statements for each financial period, which give a true and fair
view of the state of affairs of the Company and of the profit or loss for that period. In preparing those financial
statements, the directors are required to:
+ select suitable accounting policies and then apply them consistently,
+ make judgements and estimates that are reasonable and prudent;
+ state whether applicable accounting standards have been followed, subject to any material departures disclosed
and explained in the financial statements: and
« prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any
time the financial position of the Company and to enable them to ensure that the financial statements comply with the
Gibraltar Companies Act 2014 and applicable financial services legislation. They have general responsibility for taking
such steps as are reasonably open to them to safeguard the assets of the Company and to prevent and detect fraud
and other imegularities.

The maintenance and integrity of the Company's website is the responsibility of the directors. The directors’
responsibility also extends to the ongoing integrity of the financial statements contained therein.

Auditors
During the year, the Company appointed Grant Thomton (Gibraltar) Limited as its external auditors who are eligible for
re-appointment.

approved by the Board on '\S faﬂ @2f2t QL’JK 20

This
idwell S Haynes
Director Director



Q GrantThornton

Independent auditor’s report to the members of Evolution Insurance Company Limited

Report on the audit of the financial statements

Opinion

We have audited the financial statements of Evolution Insurance Company Limited (the ‘Company’) for the year
ended 30 June 2025 which comprise the Statement of Financial Position as at 30 June 2025, and the Statement of
Comptehensive Income, Statement of Changes in Equity, Statement of Cash Flows for the year then ended, and the
Notes to the Financial Statements, including a summary of significant accounting policies.

In our opinion, the financial statements:

e give a true and fair view of the state of the Company’s affairs as at 30 June 2025 and of its profit for the year then
ended;

® have been propetly prepared in accordance with Gibraltar Financial Reporting Standards (‘GFRS’) 102, as
adopted from FRS 102 “The Financial Reporting Standard applicable in the UK and Republic of Ireland” and
GFRS 103, as adopted from FRS 103 “Insurance Contracts” (Gibraltar Generally Accepted Accounting Practice)
and;

e have been prepared in accordance with the requirements of the Companies Act 2014, the Financial Services
(Insurance Companies) Regulations 2020 and the Financial Services (Insurance Companies) (Accounts)
Regulations 2021.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs) and applicable law. Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of the

financial statements section of our report.

We are independent of the Company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in Gibraltar, including the International Ethics Standards Board’s (IESBA’s) Code of Ethics for
Professional Accounts (the Code) as applied to public intetest entities, and we have fulfilled our other ethical
responsibilities in accordance with these requitements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Other Matter
The financial statements of the Company for the year ended 30 June 2024 were audited by BDO Limited who

expressed an unmodified opinion on those statements on 12 December 2024.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the
financial statements of the current year. These matters were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion theteon, and therefore we do not provide a separate opinion on

these mattets.

Significant matters identified

The risks of material misstatement that had the greatest effect on our audit, including the allocation of our resources
and effort, are set out below as significant matters together with an explanation of how we tailored our audit to
address these specific ateas in order to provide an opinion on the financial statements as a whole. This is not a
complete list of all risks identified by our audit.
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Valuation and accuracy of insurance provisions

The valuation and accuracy of insurance provisions for claims incurred by the Company is highly judgmental. The
calculation of such provisions is inherently a complex exercise which requires management to make important key
assumptions that carry estimation uncertainties. Insurance claims usually take time to develop to their full incurred
amounts and information obtained by the Company may not always be readily available.

The Company estimates its claims liabilities through information notified to it by the insurance claims handlers and
makes a provision for such claims on a case-by-case basis in its outstanding loss reserves (“OSLR”). This provision
is updated on a continuous basis as information is received. The OSLR provision is further supplemented by an
additional provision for Incurred but Not Reported (“IBNR”) claims based on different resetrving methodologies
applicable to each relevant policy portfolio. Information on the development of claims is disclosed in note 26 to the
financial statements.

Due to the use of significant judgement in the selection of methodologies and assumptions and the high degree of
estimation uncertainty associated with the outcomes, this atea has been assessed as a significant tisk area and an area
where the risk of management override of controls is higher.

In addition to the above, as also disclosed in note 6 to the financial statements, the Company’s OSLR and IBNR
amount to £14.81 million, representing 48% of its total liabilities and therefore are material to the financial statements.

How the key audit matter was addressed in our audit

Our audit work included, but was not restricted to:

e obtaining an understanding and evaluating the design and implementation of controls relevant to the Company's
reserving process by conducting walkthroughs;

® engaging our actuarial professionals to determine the reasonableness of the Company’s projected best estimate
including but not limited to:

a. review of the actuarial valuation reports;

b. discussions with management, management experts and external experts involved in the actuatial valuations
to obtain an understanding of the methodologies and key assumptions;

c. challenging and evaluating key assumptions and methodologies against market participants and our
knowledge of the current trend information and expected future developments to determine reasonableness;

d. performing substantive procedures to validate the integrity of data used in the actuarial valuation, which
includes agtreeing amounts of claims already reported to the Company but ate still outstanding and claims
already paid as at the balance sheet date to source documentation;

e for classes of business not covered by an actuarial review, obtaining an understanding of management's resetving
process and reviewing the level of reserves by petforming loss ratio analysis / trends and reviewing historical and
current developments;

e performing substantive testing on a sample of claims to verify its accuracy by reviewing claim information;

e evaluating the reinsurance credits taken against the underlying contracts;

e obtaining an understanding of the management's approach in respect of reinsurance recoveries, including
verification of accuracy and recoverability of outstanding amounts;

e obtaining and assessing supporting documentation of how the Board gained comfort on the adequacy of the
reserves; and

e assessing whether reserving is in accordance with the Company’s accounting policy and the applicable reporting
framework including the required disclosures by the applicable standards.

We completed our planned audit procedures without exception.

i
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The Company's accounting policy on claims incurred and the provision for outstanding claims is shown in notes 3
and 4 to the financial statements and related disclosures are included in notes 6 and 26 to the financial statements.

Other information
Management is responsible for the other information. The other information comprises the Directors' Report but

does not include the financial statements and our auditor's report thereon.

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in this report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements, or our
knowledge obtained in the audit, or otherwise appears to be materially misstated. If based on the work we have
petformed, we conclude that there is a material misstatement of this other information, we are required to report that
fact. We have nothing to report in this regard.

Responsibilities of the directors and those charged with governance for the financial
statements

Management is responsible for the preparation and true and fair presentation of the financial statements in accordance
with applicable law in Gibraltar and Gibraltar Financial Reporting Standards (Gibraltar Generally Accepted
Accounting Practice), and for being satisfied that they give a true and fair view, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or etror.

In preparing the financial statements, management is responsible for assessing the Company’s ability to continue as
a going concetn, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the Company or to cease opetations, or have no realistic
alternative but to do so.

The Audit Committee is responsible for overseeing the Company’s financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs will always detect a matetial misstatement when it exists.

Misstatements can atise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these financial statements.

As patt of an audit in accordance with ISAs, we exercise professional judgment and maintain professional skepticism

throughout the audit. We also:

e Identify and assess the tisks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
approptiate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgety, intentional omissions,
misrepresentations, or the override of internal control.
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e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control.

e [Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concetn. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions ate based on
the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may
cause the Company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and
whether the financial statements represent the underlying transactions and events in a manner that achieves fair

presentation.

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify duting our audit.

From the matters communicated with the directors, we determine those matters that were of most significance in the
audit of the financial statements of the current year and are therefore the key audit matters. We describe these matters
in our auditot’s report unless law or regulation precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be communicated in our report because the advetse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of such

communication.

The purpose of our audit work and to whom we owe our responsibilities

This report is made solely to the Company's members, as a body, in accordance with the agreed scope of our
engagement. Our audit work has been undertaken so that we might state to the Company’s members those matters
we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by
law, we do not accept ot assume responsibility to anyone other than the Company and the Company’s membets as a
body, for our audit work, for this report, or for the opinions we have formed.

Report on Other Legal and Regulatory Requirements

Opinion on other matter prescribed by the Companies Act 2014

In our opinion, based on the work undertaken in the course of the audit:

e the information given in the Directors’ Report for the financial year for which the financial statements are
prepared is consistent with the financial statements; and

e the Directors’ Report has been prepared in accordance with the requirements of the Companies Act 2014.

In the light of the knowledge and understanding of the Company and its environment obtained in the coutse of the
audit, we have not identified any matetial misstatements in the Directors’ Report.
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Matters on which we are required to report by exception
We have nothing to report in respect of the matter where the Companies Act 2014 requires us to report to you if, in

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

Other matters which we are required to address
Non-audit services prohibited by the IESBA Code were not provided to the Company and we remain independent

of the Company in conducting our audit.

Our audit opinion is consistent with the additional report to the Audit Committee.

il ;57 by
Neal Taylor Date: 5 December 2025

Statutory Auditor
for and on behalf of Grant Thornton (Gibraltar) Limited

6 A Queensway
Gibraltar



Evolution Insurance Company Limited
Statemant of Comprehensive Income
for the year ended 30 June 2025

TECHNICAL ACCOUNT - GENERAL BUSINESS

Earned premiums, net of reinsurance
Gross written premiums
Outward reinsurance premiums

Net written premiums

Change in the gross provision for uneamed premiums

Eamed premiums, net of reinsurance
Claims incurred, net of reinsurance
Claims paid

Gross amount
Reinsurers’ share

Change in the provision for claims
Gross amount
Reinsurers' share
Claims Incurred, net of reinsurance
Change In other technical provisions

Net operating expenses

Balance on the Technical Account
for General Business

The notes on pages 15 to 42 form part of these financial statements.

Notes

10

2025 2024
£ £

14,442,631 12,214,321
{9,132) -
14,433,499 12,214,321
32,977 760,267
32.977 760,267
14,466,476 12,974,588
(10,594,053) (7,130,153)
5,394,976 1,381,424
(5,199,077) (5,748,729)
4,989,839 (498,533)
_(5,036,795) (476,406)
(46,956) (974,939)
(5,246,033) (6,723.668)
(1,205,521) -
(6.428,164) (5,737,304)
1,586,758 513,616




Evolution Insurance Company Limited
Statement of Comprehensive Income
for the year ended 30 June 2025

NON - TECHNICAL ACCOUNT

Balance on the Technical Account for General Business
investment Income

Income from other financial investments

Income from land and buildings

Loss on revaluation of land and buildings

Realised gain on cther financial investments
Unrezlised gains on other financial investments

Investment expenses and charges

Other charges

Profit on ordinary activities before tax
Tax on profit on ordinary activities

Profit for the financial year

Other comprehensive income

Total comprehensive income for the financial year

Notes

o
- N
cCowN©

1"

12

14

2025 2024

£ £
1,586,758 513,616
831,375 650,410
747,538 597,608
{100,000) -
36,094 -
876,914 1,566,385
2,391,921 2,814,403
- {18,000
(1.520,962) (1,528,594)
2,457,717 1,781,425
(303,081) (149,402)
2,154,636 1,632,023
30,023 326,825
2,184,659 1,958,848

There are no recognised gains or losses other than disclosed above and there have been no discontinued activities
or acquisitions in the year. The result is stated on 2 historical cost basis adjusted to inciude revaluation of certain

investments.

The notes on pages 15 to 42 form part of these financial statements.

10



Evolution Insurance Company Limited
Statement of Financial Position
as at 30 June 2025

ASSETS

Investments
Land and buildings
Other financial investments

Reinsurers’ share of technical provisions
Claims outstanding

Debtors
Debtors arising cut of direct insurance
operations:
- Policyholders
- Intermediaries
Other debtors

Other assets
Cash at bank and in hand

Prepayments and accrued income

Deferred acquisition and other costs
Other prepayments and accrued income

Total assets

Notes

13
14

15
15
16

18
17

2025
£
9,845,000
30,784,008
40,729,008
4,025,496
4,025,496

1,115,747
1,570,204

8,628

2,694,579

1,097,672

6,782,893
273479

7,056,372

55,603,127

The notes on pages 15 to 42 form part of these financial statements.

"

10,045,000
28,286,819

——— e

9,062,291

837,280
916,391

303,200

6,081,774
218,385

38,331,819

9,062,291

2,056,881

964,079

6,300,159

56,715,229



Evolution Insurance Company Limited
Statement of Financial Position
as at 30 June 2025
Notes 2025 2024
SHAREHOLDER'S EQUITY AND LIABILITIES

Capital and reserves

Called up share capital 23 502,133 502,133
Share premium account 23 5,118,967 5,118,967
Profit and loss account 19,267,349 17,082,690
24,888 449 22,703,790

Technical provisions

Provision for unearned premiums 5 10,905,503 : 10,938,480
Claims outstanding 6 14,814,254 19,804,093
Provision for unexpired risks 7 1,205,521 =
26,925,278 30,742,573
Current liabilities
Creditors
Creditors arising out of direct insurance
operations 19 1,128,296 896,481
Creditors arising out of reinsurance
operations 20 338,084 225471
Other creditors including taxation and social _
security 21 __ 2051060 __1.764.347
3,517,440 2,886,299
Accruals and deferred income 22 271,960 382,567
Total shareholder's equity and liabilities 55,603,127 56,715,229

Approved and authorised for issue by the Board of Directors on =9 -b Tl a7 Vid &Qf 2025 and were signed
b =

Ay 58 oo

Bidwell S Haynes
Director Director

The notes on pages 15 to 42 form part of these financial statements.

12



Evolution Insurance Company Limited

Statement of Changes in Equity
for the year ended 30 June 2025
Called up Share Profit
share premium and loss
capital account account Total
£ £ £ £
At 30 June 2023 602,133 5,118,967 15,123,842 20,744,942
Profit for the financial year - - 1,632,023 1,632,023
Other comprehensive income - - 326,825 326,825
At 30 June 2024 502,133 5,118,967 17,082,650 22,703,780
Profit for the financial year ' - - 2154636 2,154,636
Other comprehensive income - - 30,023 30,023
At 30 June 2025 502,133 _ 5,118,867 _ 19,267,349 24,888,449

The notes on pages 15 to 42 form part of these financial statements.

13



Evolution Insurance Company Limited
Statement of Cash Flows
for the year ended 30 June 2025

Profit before tax

Adjustments for:

Realised gain on sale of other financial investments
Unrealised income on other financial investments
Unrealised loss on land and buildings

Unrealised foreign exchange (income)/ioss

Changes in working capital: .
Decrease in reinsurers’ share of technical provisions

Notes

9,13
"

(Increase)/decreasa in debtors and prepayments and accrued income

Decrease in insurance technical provisions
Increase/(decrease) in creditors

{Decrease)/increase in accruals and deferred income
Cash flows generated from operating activities

Tax paid
Interest received
Not cash generated from operating activities

Investing activities

Purchase of other financial investments

Redemption of other financial investments

Reinvestment of income from cther financial investments
Net cash used in investing activities

Net increase/{decrease) in cash and cash equivalents
Effects of foreign exchange differences

Cash and cash equivalents as at 1 July
Cash and cash equivatents at 30 June

The notes on pages 15 to 42 form part of these financial statements.

14

2025 2024
£ £
2,457,717 1,781,425
(36,094) -
(876,914) (1,566,385)
100,000 .
(103) 412
1,644,606 215,452
5,036,795 476,406
(1,478,301) 209,620
(3.817,295) (261,734)
631,141 (120,736)
110,60 10,225
1,906,339 529,233
(230,908) (129,878)
12,217 18,166
1,687,648 317,521
{1,971,092) {2,000,000)
1,236,094 -
819,160 632,24
(1,554,158) (2,632,245)
133,490 (2.214,724)
103 412)
964,079 3,179,215
1,097,672 964,079




Evolution Insurance Company Limited
Notes to the Financia) Statements
for the year ended 30 Juno 2025

1 Company information

Evolution Insurance Company Limited (the "Company”) is a private company limited by shares incorporated in
Gibraltar. Its registered office is 5/5 Crutchett's Ramp, Gibraltar.

2 Basis of preparation

Statement of compliance

The financial statements have been prepared in compliance with Gibraltar Financial Reporting Standards
(GFRS) 102 and 103, being applicable Gibraltar Accounting Standards (Gibraitar Generally Accepted
Accounting Practice or Gibraitar GAAP).

Gibraltar legislation applied in the preparation of these financial statements is in accordance with the
requirements of the Companles Act 2014, the Financial Services (Insurance Companies) Regulations 2020 and
the Financial Services (Insurance Companies) (Accounts) Regulations 2021.

The financial statements have been prepared under the historical cost convention, modified to include certain
items at fair value ("FV").

The financtal statements are presented in Sterling (‘£") which is the presentation and functional currency of the
Company and rcunded to the nearest £1.

Going Concern

The Directors have reviewed the Company's projections for the next three years, from the date of signing these
financial statements, including cash flow forecasts, stress-tested uitimate outcome scenarios, and regulatory
capital requirements,

As a result of this review, the Directors have satisfied themselves that the Company has adequate resources to
continue In operational existence throughout the current period and for the foreseeable future. The results of
these tests also indicated that the Company will not breach the solvency capital requirement. Accordingly, the
going concern basis has been adopted in preparing the financial statements.

3 Summary of significant accounting policies

The principal accounting pelicies applied in the preparation of these financial statements are set out below.
These palicies have been consistently applied to all the years presented, unless otherwise stated.

Revenue recognition

Gross written premiums

Gross writlen premiums comprise the total premiums payable for the whole period of cover provided by the
insurance contracts entered during the reporting period, regardiess of whether or not these are wholly due for
payment in the reporting period, together with any adjustments arising in the reporting period to such premiums
receivable in respect of business written in pricr reporting periods. They are accounted for from the inception
date of the policy to which they relate. Additional or return premiums are treated as a remeasurement of the
initial premium. Gross written premiums are disclosed gross of commission payable to intermediaries and
exclude taxes based on premiums. .

Uneamed premiums are those proportions of the premium which relate to periods of risk after the reporting date.
Uneamed premiums are calculated on the basls of the estimated risk profile of the business witten.

Outward reinsurance premiums are accounted for in the same accounting period as the related insurance
policies. .

16



Evolution Insurance Company Limited
Notes to the Financial Statements
for the year ended 30 June 2025

3 Summary of significant accounting policies (continued)

Investment retum

Investment return consists of dividends, interest, rent, movemenits in amohised cost on loans and receivables,
reatised gains and losses, and unrealised gains and losses on fair value assets.

Income from land and buildings
Income from land and buildings is recognised on a straight-line basis over the term of the relevant lease unless

another systemalic basis is more representative of the time pattemn in which use benefit derived from the leased
asset is diminished.

The Company has entered into commercial property leases as a lessor on its investments in land and buildings.
The classification of such leases as operating or finance lease requires the Company to determine, based on an
evaluation of the terms and conditions of the arangements, whether it retains or acquires the significant risks
and rewards of ownership of these assets and accordingly whether the lease requires an asset and fiability to be
recognised in the balance sheet. Based on current terms and provisions of the lease contracts, the leases were
determined to be operating. Further details are contained in note 27.

Interest income

Interest income is recognised by applying the effective interest rate, except for short-term receivables when the
recognition of interest would be immaterial.

Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts estimated future cash receipts through the expected life
of the financial asset to that asset's net camrying amount.

Dividend income

Dividend income from investments is recognised when the shareholder’s rights to receive payment have been
established.

Realised gains and losses
The realised gain or loss on disposal of an investment is the difference between the proceeds received, net of
transaction costs, and its original cost or amorlised cost as appropriate.

Unrealised gains and losses

Unrealised gains or losses represent the difference between the carrying value at the financial year end and the
camying value at the previous financial year end or purchase value during the financial year, less the reversal of
previously recognised unreatised gains and losses in respect of disposals during the financial year.

Insurance classification

The Company's contracls are classified at inception, for accounting purposes, as insurance conlracts. A contract
that is classified as an insurance contract remains an insurance contract until all rights and obligations are
extinguished or expire. Insurance contracts are those contracts that transfer significant insurance risk, if and
only if, an insured event could cause an insurer to make significant additional benefits in any scenario. Such
contracts may also transfer financial risk.

Insurance contracts
Claims :

Claims consists of claims paid to policyholders, changes in the valuation of the liabilities arising on pelicyholder
contracts and intemal and extemal claims handling expenses, net of salvage and subrogation recoveries.
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3 Summary of significant accounting policles (continued)
insurance contracts (continued)

Acquisition costs
Acquisition costs comprise of direct costs arising from the conclusion of insurance contracts and are deferred
over the period in which the related premiums are eamed.

Reinsurance commissions are deferred in the same way as acquisition costs. All other fee and commission
income is recognised as the services are provided.

Provision for outstanding claims

The outstanding claims provision is based on the estimated ultimate cost of all claims incurred but not settled at
the reporting date, whether reported or not (i.e. claims incurred but not reported cor *IBNR"), together with related
clalms handling costs and reduction for the expected value of salvage and other recoveries.

Delays can be experienced in the notification and settiement of certain types of claims, therefore, the ultimate
cost of these cannot be known with certainty at the reporting date. The liability is calculated at the reporting date
using a range of standard actuaral claim projection techniques, based on empirical data and current
assumptions that may include a margin for adverse deviation. The liabiiity is not discounted for the time value of
money.

Provision for unearned premiums

The provision for unearned premiums represents that part of written premiums, gross of commission payable to
intermediaries, that is estimated to be eamed in subsequent periods. The change in the provisicn is recorded in
the statement of comprehensive income to recognise revenue over the period of the risk.

Provision for unexpired risks

A liabllity adequacy provision (the unexpired risks provision) is made where the cost of claims and expenses
arising after the end of the financial year from contracis concluded before that date, is expected to exceed the
provision for unearned premiums, .net of deferred acquisition costs, and premiums receivable. The assessment
of whether a provision Is necessary is made by considering separately each category of business on the basis of
information available at the reporting date, after offsetting surpluses and deficits arising on products which are
managed together.

In 2025, the Company has recognised £1.2m (2024: £nil) as provision for unexpired risks.

Deferred acquisition costs

Acquisition costs including both incremental acquisition costs and other indirect costs of acquiring and
precessing new business are deferred (deferred acquisition costs).

Deferred acquisition costs are amortised systematically over the life of the contracts and tested for impairment at
the end of each reporting year. Any amount not recoverable is expensed. They are derecognised when the
related contracts are settled or disposed of.

Reinsurance

The Company enters into reinsurance contracts in the normal course of business in crder to limit the potential
for losses arising from certain exposures. Outwards reinsurance premiums are accounted for in the same period
as the related premiums for the direct or inwards reinsurance business being reinsured.

Reinsurance liabilities comprise premiums payable for outwards reinsurance contracts and are recognised as an
expense when due.

Reinsurance assets include balances due from reinsurance companies for paid and unpaid losses. Reinsurance
assets are measured consistently with the amounts asscciated with the underlying insurance contrac and in
accordance with the terms of the reinsurance contract. Reinsurance is recorded as an asset unless a right of
offset exists, in which case the associated liabilities are reduced to take account of reinsurance.
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3 Summary of significant accounting policies (continued)
Reinsurance (continued)

Reinsurance assets are subject to impairment testing and the carrying amount is reduced to its recoverable
amount. The impairment loss is recognised as an expense in the statement of comprehensive income. The
assessment of whether a reinsurance asset is impaired is made by having regard to market data on the financial
strength of each of the reinsurance companies and /or the level of collateral held in respect of each reinsurer.

Gains or losses on buying reinsurance are recognised in the statement of comprehensive income at the date of
purchase and are not amortised. ’

Land and buiidings

Land and buildings are recognised at fair value. Full valuations are made at least every 3 years by an external
valuer. Full details are disclosed in note 13.

Judgement is exercised by the Directors in choosing the appropriate specialist for each type of investment and
in assessing the opinions and valuation provided. No depreciation or amertisation is provided in respect of
investments in land and buildings.

The Directors perform an annual assessment to determine if the carrying amount of land and buildings
approximate their fair values as at the reporting date. .

Financlal assets and liabilities

The Company has elected to use the recognition and measurement provisions of Sections 11 and 12 of FRS
102.

Recognition

Financial assets and liabilities are recognised when the Company becomes a party to the contractual provisions
of the instrument. Financial liabilities and equity instruments are classified according to the substance of the
contractual arrangements entered into. An equity instrument is any contract that evidences a residual interest in
the assets of the Company after deducting all of its liabilities.

Initial measurement

All financial assets and liabilities are inltially measured at transaction price (including transaction costs), except
for those financial assets classified as at fair value through profit or loss, which are initially measured at fair
value (which is normally the transaction price excluding transaction costs), unless the arrangement constitutes a
financing transaction. If an arrangement constitutes a finance transaction, the financial asset or financial liability
is measured at the present value of the future payments discounted at a market rate of interest for a similar debt
instrument.

Subsequent measurement

Investments in preference shares that are classified as financial liabilities by the issuer qualify as an investment
in a debt instrument at amortised cost, if the criteria for a *basic financial instrument’ are met. Debt instruments
that are classified as payable or receivable within one financial year and which meet the above cenditiens are
measured at the undiscounted amount of the cash or other consideration expected to be paid or received, ie.
net of impairment. Commitments to make and receive loans which meet the conditions mentioned above are
measured at cost (which may be nil) less impairment. Investments in non-derivative financial instruments that
are equity of the issuer (e.g. most ordinary shares and certain preference shares) and that are publicly traded or
otherwise may be reliably measured, are carried at fair value through profit or loss (untess they are investments
in a group entity). Otherwise, investments and contracts tinked to such Instruments that, if exercised, will result
in delivery of such investments. are carried at cost less impairment.

Realised and unrealised gains and losses arising from changes in the fair value of investments are presented in

the statement of comprehensive income in the year in which they arise. Dividend and interest income are
recognised when eamed. Investment management and other related expenses are recognised when incurred.
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3 Summary of significant accounting policies (continued)
Financial assets and liabilities (continued)

Derecognition of financial assets and liabilities

Financial assets are derecognised when and only when a) the contractual rights to the cash flows from the
financial asset expire or are settled, b) the Company transfers to another party substantially all of the risks and
rewards of ownership of the financial assel, or c) the Company, despite having retained some significant risks
and rewards of ownership, has transferred control of the asset to another party and the other party has the
practical ability to sell the asset in its entirety to an unrelated third party and is able to exercise that ability
unilaterally and without needing to-impose additional restrictions on the transfer.

Financial liabilities are derecognised only when the obligation specified in the contract is discharged, is
cancelled or expires.

Fair value measurement

The best evidence of fair value is a quoted price for an identical asset in an active markel. When quoted prices
are unavailable, the price of a recent transaction for an identical asset provides evidence of fair value as fong as
there has not been a significant change in economic circumstances or a significant lapse of time since the
transaction tock place. If the market is not active and recent transactions of an identicat asset on their own are
not a good estimate of fair value, the Company estimates the fair value by using a valuation technique. See note
4 for further information cn the Company’s valuation techniques.

Cash at bank and in hand
Cash at bank and in hand comprise cash on hand and demand deposits, and other short-term highly liquid

investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of
change in value.

Debtors

Short term debtors are measured at transaction price (which is usually the invoice price), less any impairment
losses for bad and doubtful debts.

Loans and other financial assets are initially recognised at transaction price including any transaction costs and
subsequently measured at amortised cost determined using the effective interest method, less any impairment
losses for bad and deubtful debts. )

Non-interest bearing loans are initially recognised at present value of future payments discounted at the market
rate of interest for a similar debt instrument and subsequently measured at amortised cost determined using the
effective interest method. Gains and losses on initial recognition and subsequent measurement are recognised
under 'Other comprehensive incomefioss".

Crediters
Short term creditors are measured at transaction price (which is usually the invoice price).

Loans and other financial liabifities are initially recognised at transaction price net of any transaction costs and
subsequently measured at amortised cost determined using the effective interest method.

insurance receivebles and payables

Receivables and payables arising under insurance contracts are recognised when due and measured at
amortised cost, using the effective interest rate method. A provision for impairment is established when there is
objective evidence that, as a result of one or more events that occured after the initial recognition, the
estimated future cash flows have been impacted.

Impairment of assets
Assets, other than those measured at fair value, are assessed for Indicators of impalirment at each reporting

date. If there is objective evidence of impairment, an impairment loss is recognised in the statement of
comprehensive income as described below.

19



Evolution Insurance Company Limited
Notes to the Financial Statements
for the year ended 30 June 2025

3 Summary of significant accounting policles (continued)
Financial assets and llabliities (continued)
Impairment of assets (continued)

Non-financial assets

An asset is impaired where there is objective evidence thal, as a resuit of cne or more events that occurred after
initial recognition, the estimated recoverable value of the asset has been reduced. The recoverable amount of
an asset is the higher of its fair value less costs fo sell and its value in use.

Where indicators exist for a decrease in impainment loss, the pricr impairment loss is tested to determine
reversal. An impairment loss is reversed on an individual impaired asset to the extent that the revised
recoverable value does not tead to a revised carrying amount higher than the carrying value had no impairment
been recognised. '

Financial assets

For financial assets carried at amortised cost, the amount of an impairment is the difference between the asset's
carrying amount and the present value of estimated future cash flows, discounted at the financial asset's original
effective interest rate. For financial assets caried at cost less impairment, the impairment loss is the difference
between the asset's carrying amount and the best estimate of the amount that would be received for the asset if
it were to be sold at the reporting date.

Where indicators exist for a decrease in impairment loss, and the decrease can be related cbjectively to an
event occurring after the impairment was recognised, the prior impairment loss is tested to determine reversal.
An impairment loss is reversed on an individual impaired financial asset to the extent that the revised
recoverable value does not lead to a revised carrying amount higher than the carvying value had no impairment
been recognised.

Equity
Ordinary shares are classified as equity. Amounts received over and above the par value of shares are
recognised as share premium.

Preference share capital is classified as equity if it is non-redeemable, or redeemable only at the Company’s
option, and any dividends are discretionary. Dividends thereon are recognised as distribution within equity upon
approval by the Company’s shareholders. ’

Preference shares are classified as a financial liability if they are redeemable on a specific date or at the option
of the shareholders, or if dividend payments are not discretionary. Non-discretionary dividends thereon are
recognised as interest expense in the statement of comprehensive income as accrued.

Profit and loss account represents accumulated earmnings/(losses) of the Company less declared dividends.

Dividends paid :

Dividends on ordinary shares are recognised as a liability and deducted from equity (e.g. profit and loss) when
they are approved by the Board.

Taxation

A current fax liability Is recognised for the tax payable on the taxable profit of the current and past pericds. A

current tax asset is recognised in respect of a tax loss that can be carred back to recover tax paid in a previous
period.

Deferred tax is recognised in respect of all timing differences between the recognition of income and expenses
in the financial statements and their inclusion in tax assessments.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that it is probable that they
will be recovered against the reversal of deferred tax liabilities or other future taxable profits.
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3 Summary of significant accounting policies (continued)

Taxation (continued)

Deferred tax is measured using the tax rates and laws that have been enacted or substantively enacted by the
reporting date and that are expected to apply to the reversal of the timing difference, except for revalued
investments In land and buildings where the tax rate that applies to the sale of the asset is used.

Forelgn currencles

The presentation currency of the Company is Sterling. The financial statements of the Company are presented
in the currency of the primary economic envircnment in which it operates (its functional currency).

In preparing the financial statements, transactions in currencies other than the Company’s functional currency,
i.e. foreign currencies, are recorded at the rales of exchange prevailing on the dates of the transactions. At each
reporting date, monetary assets and liabilities that are denominated in foreign currencies are retransiated at the
rates prevailing at the end of the reporting year. Non-monetary items carried at fair value that are denominated
in foreign currencies are transtated at the rates prevailing at the date when the fair value was determined. Non-
monetary items that are measured In terms of historical cost in a foreign currency are not retranslated.
Exchange differences are recognised in the statement of comprehensive income in the period in which they
arise except when they relate to items for which gains and losses are recognised in equity.

Related party transactions
A related parly transaction is a transfer of resources, services or cbligations between the Company and a
related party, regardless of whether a price is charged.

Parties are considered related if one party has control, joint contro), or significant influence over the other party
in making financla) and operating decisions. Key management personnel of the Company are also considered
to be related parties.

Restatement

The prior year statement of comprehensive income has been restated to properly reflect a portion of fees paid to
a service company from ‘Net operaling expenses' to 'Other charges’ in line with the nature of the services
rendered. This restatement had no impact in the net assets of the Company.

For the year ended 30 June 2024 .

As previously
reported = Adjustment Restated
Technical account - Net operating expenses 6,187,341 (450,037) 5,737,304
Non-technical account - Other charges 1,078,557 450,037 1,528,594

4 Critical accounting estimates and judgements

In the application of the Company's accounting policies, which are described in note 3, the Directors are
required to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities
that are not readily apparent from cther sources. The estimates and associated assumptions are based on
historical experience and other factors that are considered to be refevant. Actual results may differ from these
estimates.

The estimates and underlying assumplions are reviewed on an ongelng basis. Revisions lo accounting
estimates are recognised in the period in which the estimate s 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. The
Campany has noted the following areas as key sources of estimation uncertainty.
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4 Critical accounting estimates and judgements (continued)

Recoverability of reinsurance assets
The recoverability of reinsurance assets is a principal area of judgement applied by the Directors.

Reinsurance assets include balances due from reinsurance companies for paid and unpaid insurance losses.

Reinsurance assets are subject to impairment testing and the carrying amount is reduced to its recoverable
amount. The asset is impaired if objective evidence is available to suggest that the Company will not be able to
collect the amounts due from reinsurers.

Valuation of liabilities of non-iife insurance contracts

Estimates are made for both the expected ultimate cost of claims reported and claims IBNR at the end of the
reporting year. The estimate of IBNR is generally subject to a greater degree of uncertainty than that for
reported claims. In calculating the estimated liability, the Company uses a variety of estimation techniques
based upon statistical analyses of historical experience which assumes past trends that can be used to project
future developments. The carrying amount for non-life insurance contract liabilities recognised in the statement
of financial position is £14.8 million (2024: £19.8 million).

Similar judgements, estirnates and assumptions are used in the assessment of adequacy of provisicns for
uneamed premium. Judgement is also required in determining whether the pattern of insurance service
provided by a contract requires amortisation of unearmned premium on a basis other than time apportionment.

Valuation of financial instruments - measured at fair value

The Directors use their judgement in selecting an appropriate valuation technique. Where possible, financial
instruments are marked at prices quoted in active markets. In certain instances, such price information is not
avaitable for all instruments and the Company uses valuation techniques to measure such instruments. These
techniques use "market observable inputs” where available, derived from similar assets in similar and active
markets, from recent transaction prices for comparable items or from other observable market data. For
posilions where observable reference data are not available for scme or all parameters the Company estimates
the non-market observable inputs used in its valuation models.

Other financial instruments are valued using a discounted cash flow analysis based on assumptions supported,
where possible, by observable market prices or rates although seme assumplions are not supported by
observable market prices or rates.

The Company uses the following hierarchy for determining the fair value of investments.

Financial instruments are marked at prices quoted in active markets. FRS 102 section 34.22 establishes a fair
value hierarchy that prioritises the inputs to valuation techniques used to measure fair value. The hierarchy
gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1)
and the lowest priority to unobservable inputs (Level 3). The three levels of the fair value hierarchy are as
follows: :

- Level 1 - These are quoted prices in active markets for identical assets or liabilities that the entity can
access at the measurement date. A quoted price provides the most rellable evidence of fair value and must
be used without adjustment to measure fair value whenever available. An active market is a market in
which transactions for the asset or liability occur with sufficient frequency and volume to provide pricing
information on an on-going basis. The quoted price is usually the bid price.

- Level 2 - These are inputs other than quoted prices included within tevel 1 that are observable for the
asset or liability, either directly or indirectly. Level 2 inputs include quoted prices for similar assets or
liabilities in active markets, quoted prices for identical or similar assets or liabilities in inactive markets,
inputs that are observable such as interest rates and yield curves observable at commonly quoted
intervals, implied volatility or credit spreads and market-corroborated inputs.
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4 Critical accounting estimates and Judgements (continued)

Valuation of financial instruments - measured at fair value (continued)

- Level 3 - These are unobservable inputs for the asset or liabllity and are used to measure falr value to the
extent that relevant observable inputs are not available. Uncbservable inputs are used to measure fair
value by use of valuation techniques. The objective of using the valuation technique is to estimate what the
fair value would have been on the measurement date.

Inputs are used in applying the varicus valuation techniques and broadly refer to the assumpticns that market
participants use to make valuation decisicns, including assumptions about risk. Inputs may Include price
information, volatility statistics, yield curves, credit spreads, liquidity statistics and other factors.

The use of different vafuation techniques could lead to different estimates of fair value.

The carrying amount of financial assets measured al fair value as at the reporiing date amounted to £29.9
million (2024: £26.3 million), see note 14 for the analysis of the level apptied.

Valualion of financial instruments - measured at amortised cost
Assets, other than those measured at falr value, are assessed for indicators of impairment at each reporting
date and if there is objective evidence of impairment, an impairment loss is recognised. As at 30 June 2024, the

Directors have assessed to reverse an impairment previously recognised on one of its investmenls by £0.2
miltion,

Valuation of land and buildings

The Directors have adopted the fair value approach in determining the canrying value of its land and buildings.
Full valuations are made by independent, professicnally qualified valuers every three years. In the interim, the
properties are valued annually by the directors. The aggregate surplus or deficit on revaluation is taken to the
statement of comprehensive income.

The carrying amount of land and buildings carried at fair value as at 30 June 2025 amounted to £9.9 miliion
(2024: £10.0 million). The directers assessed that the value of properties should be reduced by £0.1m (2024:
£nil), see note 13.

in June 2023, the Company's land and buildings were revalued by independent and professionally qualified
valuers on an open market value basis and in accordance with the RICS valuation - Global Standards
(incorporaling the International Valuation Standards) publication of the Royal Instituticn of Chartered Surveyors
and the UK naticnal supplement (the Red Book) current as at valuation date.

§ Earned premiums, net of relnsurance

Gross Relnsurance Net Gross  Reinsurance Net
2028 2025 2025 2024 2024 2024
£ £ £ £ £ £
Premiums
written 14,442,631 (9,132) 14,433,499 12.214,321 - 12,214,321
Uneamed
premiums ¢/ {10,905,503) - (10,805,503}  (10,938,480) - (10,938,480)
Uneamed
premiums bif 10,938,480 - 10,938,480 11,698,747 - 11,698,747
32,977 - 32,977 760,267 - 760,267
Premiums
eamed 14,475,608 {9.132) 14,466,476 12,974,588 - 12,974,588
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6 Clalms incurred, net of reinsurance

Gross Reinsurance Net Gross Relnsurance Net
2025 2025 2025 2024 2024 2024
£ £ £ I 3 £ £
Claims paid 10,594,053 (5,394,976) 5,199,077 7,130,153 (1,381,424) 5.748,729
Outstending
clalms c/f 14,814,254 (4,025,486) 10,788,758 19,804,093 (9,082,291) 10,741,802
OCutstanding
claims b (19,804,093) 9,062,291 {10,741,802) (19,305,560} 9,538,697 (9,766,863)
{4,689,838) 5,038,795 46,956 498,533 476,408 974,939
Claims
Incurred 5,804,214 (358,181) 5,246,033 7,628,688 (805,018) 8,723,668
7 Change in other technical provisions
2025 2024
£ £
Provision for unexpired risks c/f 1,205,521 -
Provision for unexpired risks bif - -
Change in other technical provisions 1,205,521 -

The related category of business covered by the above provisicn is fully retained by the Company and not

reinsured.

8 Segmontal information

United Kingdom

By line of business:

2026
Assistance
Motor third party
liabdtity
Miscellaneous
financial loss
Credit and
suretyship
Fire and other
damage to
property

Analysis of gross premiums written by geographical market: 2025 2024
£ £
14,442,631 12,214,321
14,442,631 12,214,321
Groas change
Gross Gross Gross Gross in other
Premlums Premiums claims operating technical Reinsurance
written eamed Incurred expenses provisions balance
£ £ £ £ £ £
11,574,287 10,566,379 {4,659,288) (5,300,819) - -
- - (533,587) . - 533,587
1,423,548 2,415,602 {1.116,685) (631,394) (1,205,521) {184,538)
1,444,796 1,493,463 689,780 {495,951) - -
- 164 15,566 - - .
14,442,631 14,475,608 (5,604,214) (6.428,164) {1,205,521) 349,049

Total gross written premium under miscellaneous financial loss in 2025 includes inwards reinsurance premium
of £0.3 million, as a resuit of a novation agreement entered into during the year.
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8 Segmental information (continued)

Gross Gross Gross Gross
Premiums Premlums claims operating Reinsurance
written eamed Incurred expenses balance
£ £ £ £ £
2024
Assistance 9,438,788 8,081,879 (3.835,384) (4.542,701) -
Motor third party liability : - - (826,605) - 828,605
Miscellanecus financial loss 1,234,791 2,292,717 (1,846,884) (646,627) 78,413
Credit and suretyship . 1,542,742 1,693,281 (921,376) (547,976) .
Fire and other damage to propesty - 6,611 1,563 - -
12,214,321 12,974,588 (7.628,686) (5.737,304) 905,018
9 Net investment retum
Income trom Realised gain Unrealised Loss on
Income from land and on other gains on other revaluation of Net
other financlal bulldings financlal financial landand  Investment
investments {note 27) investmonts investments buildings result
£ £ £ £ £ £
2025
Financial assets at
fair value through
profit or loss 831,375 - - 876,914 - 1,708,289
Loans at amortised
cost . - 36,004 - - 36,094
Land and buildings - 747,538 - - {100,000) 647,538
831,375 747,538 38,094 876,914 {100,000) 2,391,921
Income from Realised gain Unrealised
Income from land and on other gains on other Investment Net
other financial bulldings financial financial expenses and investment
investments (note 27) Investments investments charges result
£ £ £ £ £ £
2024
Financial assets at
fair value through
profit or loss 650,410 - - 1,366,385 {18,000) 1,988,785
Loans at amortised
cost - - - 200,000 - 200,000
Land and buildings - 597,608 - - - 597.608
650,410 597,608 - 1,566,385 (18.000) 2,786,403
10 Net operating expenses 2025 2024
£ £
Acquisition costs 6,812,490 5,611,338
Change in deferred acquisition costs {note 18) {484,827) 22,503
Administrative expenses 100.501 103.463

6,428,164 5,737,304

Administrative expenses represent service fees paid to a related party (note 28). Services include policy
administration, claims handling, and records storage and maintenance. The Company has no amount paid as
salaries and wages and key management perscnnel costs as it has no employees other than the Directors.
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11

12

Other charges
2025 2024
£ £
Insurance management fees 264,687 281,000
Legal and professional fees 137,858 232,609
Directors’ remuneration 305,133 208,288
Auditor's remuneration for audit services 93,748 105,600
Taxation compliance services 2370 2,280
General administrative expenses 717,289 608,395
Unrealised foreign exchange (gain)/loss (103) 412

1,520.962 1,528,594

Tax on profit on ordinary activities

The Company Is subject to the Gibraltar Income Tax Act 2010 which requires companies to pay 15% Gibraltar
Corporation Tax on payable profits, increasing from 12.5% with effect from 1 July 2024.

Non-Gibraltar income tax represents property income tax charged on rental income eamed by the Company
from its investments in land and buildings in the UK.

2025 2024
£ £
Current tax:
Gibraltar corporation tax 134,576 -
Non-Gibraltar Income tax 193,505 149,402
Total current tax 328,081 149,402
Deferred tax: '
Movement in provision for deferred tax (25,000) -
303,081 149,402

In 2023, the Company recognised £680,000 as a defered tax liability in relation to its non-Gibraltar income
arising from revaluation gains on investments in tand and buildings. This is recorded within ‘Other creditors
including taxation and social security’ in the statement of financial position. In 2025, a revaluation loss of £0.1
million was reported on the Company’s properties (note 13).

Factors affecting tax charge for perlod:
The differences between the tax assessed for the year and the standard rate of Gibraltar corporation tax are
explained as follows:

2025 2024
£ £
Profit before tax 2457,717 1,781,425
Profit multiplied by standard rate in Gibrattar of 15.0% {2024: 12.5%) 368,658 222,678
Effects of:
Effect of tax losses brought forward - (21,683)
Expenses not deductible for tax purposes - 2,250
income not taxable (121,951) (277,099)
Effect of tax suffered at a higher rate (112,131) (74,701)
Tax losses carried forward - 148,555
Total tax expense 134,576 -
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13 Land and buildings

14

Land and buildings are held for investment purposes.

2025 2024

£ £

At 1 July 10,045,000 10,045,000
Change in fair value (100.000) - .

At 30 Jung . __9.945,000 _ 10,045,000

In June 2023, the Company’s land and buildings were revalued by independent and professionally qualified
valuers on an open market value basis and in accordance with the RICS valuation - Global Standards
(incorporating the Intemational Valuation Standards) publication of the Royal Institution of Chartered Surveyors
and the UK national supplement (the Red Book) current as at valuation date.

The critical assumptions made relating to the valuations of the investment properties have been dependent on
the type and nature of their use. Yields, vacancy and growth in real rental rates have been considered from the
actual experience and transactions with these properties.

In the opinion of the Directors, the valuation of land and buildings approximate their fair values and is
appropriate as at 30 June 2025. In reaching this assessment, a revaluation loss of £0.1 million (2024: £nil) has
been booked.

Land and bulidings is classified as Level 2 of the fair value hierarchy.

The historical cost of the existing land and buildings amounted to £5,577,848 as at 30 June 2025 and 30 June
2024.

Other financial investments
2025 2024
Canrying Purchase Canrying Purchase
value price value price
£ £ £ £
Other financial assets
Measured at fair value through profit or
loss
- Collective investment schemes 29,885,441 25228681 26,318,274 25,228,681
29885441 25228681 26,318,274 25,228,681
Measured at amortised cost
- Loans due from related parties
(note 28) : 898,567 2,387,600 1,968,545 2,387,600
898,567 2,387.600 1,968,545 2,387,600
Total other financlal assets 30,784,008 27,616,281 28,286,819 27,616,281

Outstanding loans due from related parties are non-interest bearing, due within 1-5 years and repayments can
be made at any time but shall be repaid in full by no later than the due date.

Non-interest bearing loans are Initially recognised at present value of future payments discounted at the market
rate of interest for a similar debt instrument. During the year, gain on loan discounting amounted to £30,023
(2024: £326,825) and is reoognisep under ‘Other comprehensive income'.
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16

17

Other financial investments (continued)

The Directors have assessed to reverse an impairment previcusly recognised on one of its investments in loans
by £nil (2024: £0.2 million). This is recognised under "Unrealised gains/(losses) on other financial investments'
(note 9) in the Statement of Comprehensive Income.

The following table shows other financial assets carried at fair value through profit or loss grouped into the level
in the fair value hierarchy Into which each fair value measurement is categorised.

Level 1 Level 2 Level 3 Total
£ S 3 £ £
2025
Financial assets
Collective investment schemes 29,885,441 - - 29,885441
29,885,441 - - 29,885,441
2024
Financial agsets
Collective investment schemes 26,318,274 - - 26,318.274
26,318,274 - - 26,318,274
Debtors arising out of insurance operations 2025 2024
’ £ £
Due from policyholders 1,115,747 837,280
Due from intermediaries 1,045,303 704,596
Due from retated party intermediaries (note 28) 524,801 211,795

2,685,951 1,763,681

‘Due from policyholders' are balances due from instalment-paying customers of the Company's Home
Emergency, Car Breakdown and Appliance Cover preducts. Poticyholders settle this through an intermediary
who then remits to the Company on a monthly basis.

Included under 'Due from intermediaries’ are claims fund balances of the Company’s Motor and Assistance
books.

'Due from related party intermediaries’ represents balances owed by Evolution Insurance Sclutions Limited.

Other debtors 2025 2024
£ £
Due from related parties (note 28) 268,200

Other debtor 8,628 35,000
’ 8.628 303,200

‘Due from related parties’ in 2024 materiaily represents an amount due from EHGL. This has been settled in
2025.

Other prepayments and accrued income

In 2025, other prepayments and accrued income amounting to £273,479 (2024: £218,385) consist of prepaid
expenses and accrued rent.
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19

Deferred acquisition and other costs

Gross Reinsurance Net

£ £ £

2025
Deferred acquisition costs carried forward 4,008,032 - 4,008,032
Deferred acquisition costs brought forward (3.523.205) - (3.523,205)
Change in deferred acquisition cost 484,827 - 484,827
Other deferred costs 2,774,861 - 2,774,861
2024 .
Deferred acquisition costs carried forward 3,523,205 - 3,523,205
Deferred acquisition costs brought forward (3.545,708) - {(3.545,708)
Change in deferred acquisition cost (22,503) - {22,503)
Other deferred costs ‘ 2,558,569 - 2,558,569

‘Other deferred costs' represent a claims fund on the unearned portion of gross written premiums of the
Company’s Assistance books.

Creditors arising out of direct Insurance operations 2025 2024
£ £
Due to intermediaries 1,128,296 896,481

1,128,206 896.481

‘Creditors arising out of direct insurance operations' materially represent amounts due to intermediaries in
relation to prepaid premiums and a ctaims fund hetd by the Company as at 30 June 2025 and 30 June 2024.

20 Creditors arising out of relnsurance operations 2025 2024
' £ £
Due to reinsurers 338,084 225471
' 338,084 225471

21 Other creditors including taxation and soclal security 2025 2024
£ £

Insurance premium tax 1,127,487 906,794
Corporation tax 268,573 177,553
Defermed tax liability 655,000 680,000
2,051,060 1,764,347

Deferred tax liability balance Is in relation to the Company’s non-Gibraltar income arising from net revaluation

gains on investments in land and buildings.

22 Accruals and deferred income 2025 2024
£ £

Accruals for professional fees and property expenses 271,860 382,567

271.860 382,567

29



Evolution Insurance Company Limited
Notes to the Financial Statements
for the year ended 30 June 2025

23 Share capltal
2025 2024 2025 2024
Authorised Number Number £ £
Ordinary shares of £1 each 500,000 500,000 500,000 500,000
Preference shares of £1 each 100 100 100 100
Redeemable preference shares of
£0.0% each - 500,000 500,000 5,000 5,000
505,100 505,100
2025 2024 2028 2024
Number Number £ £
Allotted, called up and fully paid:
Ordinary shares of £1 each 500,000 500,000 500,000 500,000
Preference shares of £1 each 100 100 100 100
Redeemable preference shares of
£0.01 each 203,321 203,321 2,033 2,033

502,133 502,133

Ordinary shares are dividend participating, have unlimited voting rights arid, upon a winding-up, will participate
in the avallable assets for distribution to the extent of the amount paid up and any surplus assets then
remaining.

Preference shares are non-voting. The profits of the Company which are available for distribution pertain purely
to net profit achieved by the Company in respect of business introduced to it by a nominated book of business
and designated by the Company and identified in the Company's accounts as business qualifying for such
dividend payment. The shares are also redeemable at the Company's option.

The Company has issued redeemable preference shares that carry voting rights and a preferred claim on assets
upon winding-up to the extent of the amount paid up. These shares may be redeemed at the option of the
Board, subject to the consent of the shareholder and prior written approval of the relevant Regulatory Authority.
The Articles of Association do not specify earliest or latest redemption dates. Redemption is therefore
conditional on Board approval, shareholder consent, and regulatory clearance.

In 2025, the share premium account amounted to £5.1 millicn (2024: £5.1 miltion).
24 Capital management

The capita! structure of the Company consists of all components of equity, comprising issued capital and
undistributed profits. The Directors manage the capital of the Company to ensure that it will be able to continue
as a going concem while maximising the retum to stakeholders through the oplimisation of the debt and equity
balance. The Directors undertake an own risk and sclvency assessment whenever the risk profile of the -
Company materialiy changes, and every calendar vear at a minimum.

The Company sets the amount of capital it requires in proportion to its risk profile. The Company manages its
capital structure and makes adjustments to it in the light of changes in economic conditions and the risk
characteristics of the underlying assets. In order to maintain the appropriate balance between its risk profile and
capital, the Company has documented varicus mechanisms to enable it to bring its risk profile in line with its
capital and/or change the capital structure as necessary. There were no changes in the Company’s approach to
capital management during the year.

The capital requirement of the Company is determined by its exposure to risk and the solvency criteria
established by management and statutory regutations.
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24 Capltal management (continued)

The Gibraltar Financial Services Commission ("GFSC") specified the minimum amount of capital that must be
held by the Company to meet its insurance liabilities. The minimum required capital was maintained at all times
by the Company.

The Solvency |l regime has been effective since 1 January 2016 and establishes a set of capital requirements,
risk management and disclosure standards. The Company is required to meet a Soivency Capital Requirement
("SCR") which is calibrated to seek to ensure a 99.5% confidence of the ability to meet obligations over a 12
menth time horizon. The Company calculates its SCR in accordance with the standard formula prescribed in the
Solvency Il regulations as the assumptions underlying the standard formula are considered to be a good fit for
the Company’s risk profile.

The Company’s unaudited Solvency Il sclvency capital requirement coverage ratio calculated at 30 June 2025
was 192% (2024: 192%).

26 Financlal risk management

The Company monitors and manages the financial risks relating to the operations of the Company through
intemal rigk reports which analyse exposures by the frequency and severity of such risks. These risks include
market risk (foreign currency risk, interest rate risk and price risk), credit risk and liquidity risk.

The Company may seek to minimise the effects of these risks by using derivative financial instruments to hedge
risk exposures. The Company does not enter into or trade financial instruments, including derivative financial
instruments, for speculative purposes.

Market risk

Market risk is the risk of adverse financial impact as a consequence of market movements such as currency
exchange rates, interest rates and other price changes. Market risk arises due to fluctuations in both the value
of assets held and the value of liatilities. The objeclive of the Company in managing its market risk is fo ensure
rigk is managed in tine with the Company's risk appetite.

The Company has established policies and procedures In order to manage market risk and methods to measure
it.
There were no significant changes in the Company’s market risk exposure in the financial year nor to the
objectives, policies and processes for managing market rigk.

i Foreign cumrency risk

The Company undertakes certain fransactions denominated in foreign cumencles. Hence, exposures to
exchange rate fluctuations arise,

The Company has minimal exposure to currency risk as the Company’s financial assets are primarily matched to

the same currencies as its insurance contract liabilities. As a result, foreign exchange risk arises from other
recognised assets and liabilities denominated in other currencies.
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Market risk (continued)
i Foreign curmrency risk (continued)

Carrying amounts of the Company’s foreign currency dencminated financial assets and liabilities are as follows:

2025 2024
£ £
Financlal assets ‘
Cash at bank and in hard 174,855 169,840
Claims outstanding - reinsurers’ share 3,946,704 5,597,350
Deblors arising out of direct insurance operations 335,449 224,343
4,460,108 5,991,533
Financial liabliitles
Claims outstanding 4,032,842 5,664,297
Creditors arising out of reinsurance operations 335,288 222,675
4,368,130 . 5,886,972
Net exposure to foreign currency 91,978 104,561

The following table details the Company’s sensitivity to a 10% increase and decrease in Sterling against the
relevant foreign cumrencies. A 10% sensitivity rate is used when reporting foreign currency risk intemally to key
management personnel and represents managements assessment of the reasonably possible change in
foreign exchange rates. For each sensitivity the impact of change in a single factor is shown, with other
assumptions unchanged.

2025 2024

£ £
Base ' 91978 104561
Impact on pre tax profit of a 10% +/- sensitivity 9,198 10,456
Impact on shareholders’ equity of a 10% +/- sensitivity 8,048 9,411

i Interest rate risk
This is the risk that the value of future cash flows of a financia! instrument will fluctuate because of changes in
market interest rates.

The Company has no significant concentration of interest rate risk.

iii  Price risk
The Company is exposed to price risk arising from fluctuations in the value of financial instruments as a result of
changes in the market prices and the risks inherent in ail investments. The risk Is managed by the Company by
maintaining an appropriate mix of investment instruments.
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25 Financial risk management (continued)

Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resuiting in financial loss
to the Company. The key areas of exposure to credit risk for the Company are in relation to its investment
portiolio, reinsurance programme and to a lesser extent amounts due from policyhclders and intermediarles.

The objective of the Company in managing its credit risk is to ensure risk is managed in line with the Company's
risk appetite. The Company has established policies and procedures in order to manage credit risk and methods
to measure it.

In respect of the Company’s reinsurance programme, the Company has adopted a policy of targeting investment
grade counterparties (with reference to its rating by an extemal credit rating agency) or obtaining sufficient
collateral as a means of mitigating the risk of financial loss from defaults. In respect of insurance intermediaries,
the Company requires regular settlements to limit the counterparty exposure and undertakes regular reviews of
the intermediaries.

The Company’s exposure and the credit ratings of its counterparties are monitored and the aggregate value of
transactions concluded is spread amongst approved counterparties. Credit exposure is controlled by
counterparty limits that are reviewed and approved by the Risk, Audit and Compliance Committee. Fusthermore,
in certain instances, the Company receives deposite from its reinsurers which it holds under the terms of the
reinsurance agreements.

Loans with non-rated counterparties are secured with properties and assets of the borrowers. Debtors consist of
a large number of insurance intermediaries and policyholders, spread across diverse industries and
geographical areas. The balances due from non-rated reinsurers are fully collateralised, subject to written
support or provided against unti! such security is obtained.

The following table shows aggregated credit risk exposure for assets with exteral credit ratings:

BBB+ and Carrying
AA-to AAA A-to A+ lower Not Rated amount
£ . £ £ £ £
2025
Collective investment schemes 15,869,342 3,010,015 10,970,909 45,175 29,885,441
Loans at amortised cost - - - 898,567 898,567
Cash and cash equivalents - 1,097,672 - - 1,097,672
Debtors arising out of
insurance cperations - - - 2,685,951 2,685,951
Reinsurers' share in claims .
cutstanding ' - 4,025,498 - - 4,025,496
15,859,342 8,133,183 10,870,809 3,629,693 38,593,127
BBB+ and Carrying
AA-to AAA A-to A+ lower Not Rated amount
£ £ £ £ £
2024
Collective investment schemes 12,586,839 3,702,912 10,028,523 - 26,318,274
Loans at amortised cost - - - 1,968,545 1,868,545
Cash and cash equivalents . - 964,079 - - 864,079
Debtors arising out of
insurance operations - - - 1,763,681 1,753,681
Reinsurers’ share in claims
outstanding - 5,666,942 - 3,395,349 9,062,291

12,586,839 10,333,933 10,028,523 7,117,575 40,066,870
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25 Financial risk management {continued)

Credit risk (continued)

Except for 'Loans at amortised cost’ as at 30 June 2024, all of the assets of the Company are neither past due
nor impaired as at 30 June 2025 and 30 June 2024. The factors considered in determining that the value of the
assets have been impaired were: analysis of impairment, ageing of balances, past loss experience, current
economic conditions and other relevant circumstances.

Liquidity risk

Liquidity risk is the risk that the Company cannot meet its obligations associated with financial liabilities as they
fall due. The Company is exposed to liquidity risk arising from clients on its insurance and invesiment contracts
and in retation to its direct and indirect investments in immovable property. In respect of catastrophic events
there is liquidity risk from a difference in timing between claim payments and recoveries therecn from reinsurers.
Liquidity management ensures that the Company has sufficient access to funds necessary to cover insurance
claims, surrenders, withdrawals and maturing liabilities. In practice, most of the Company's assets are
marketable securities which could be converted in to cash when required.

The Directors continue to maintain sufficient liquid investments to cover the Company's estimated short and
medium term cash requirements and as such there has been no change to the cbjectives, policies and
processes for managing liquidity risk.

The following table shows details of the expected maturity profile of the Company’s undiscounted obligations
with respect to its financial liabilittes and estimated cash flows of recognised insurance and participating
investment contract liabilities. The liquidity risk table doesn't include the Company’s non-financial liabilities (i.e.
unearned premium and reinsurance share on deferved acquisition costs and accrual for property tax under
accruals and deferred income).

Less than 1 3monthsto 1
month 1-3 months year 1=5years 5§+ years Total
£ £ £ £ £ £
2025
Claims
outstanding
Provision for
unexpired
risks - - -
Creditors
arising out
of direct
insurance
operations - -
Creditors
arising out of
reinsurance
operations - -
Other
creditors
including
taxation
and social
security -
Accruals and
deferred
income . -

383,101 1,893,688

383,101 766,201 3,447,906 7,974,864 2,242,182 14,814,254

1,205,521 - 1,205,521

768,920 359,376 - 1,128,286

338,084 - - 338,084

1,127,487 . - 923,573 - 2,051,080

271,960 - .
4,826,870 10,463,334 2,242,182

271,980
19,809,175
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25 Financlal risk management (continued)
Liquidity risk (continued)

Less than 1
month 1-3 months
£ £
2024
Claims :
outstanding 578,626 1,167,252
Creditors
arising out
of direct
insurance
operations - -
Creditors
ariging out of
reinsurance
operations -
Other
creditors
including
taxation
and social
security - 806,794
Accruals and
deferred
income - .

3 months to 1
year
£

5,207,833

538,312

225471

382,587

1-5years
£

9,728,241

358,169

857,563

5+ years
£

3,132,341

Total

19,804,093

896,481

225471

1,764,347

382,567

578,626 2,064,048

6,353,983

10,943,983

3,132,341

23,072,959

The following table details the Company’s expecied maturity profile for its non-derivative assets. The tables
below have been drawn up based con the undiscounted contractual maturities of the assets including interest that
will be eamed on those assets except where the Company anticipates that the cash fiow will occur in a different

period.

Less than 1
month 1 =3 months
£ £
2025
Collective
investment
schemes - 424,883
Loans at
amortised
cost - -
Cash and
cash
equivalents 1,097,672 -
Debtors
arising out of
insurance
operations -
Reinsurers’
share in
claims

3months to 1
year
£

15,153,269

2,685,951

917,105

1-5years
£

14,307,189

898,587

2,584,150

5+ yoars
£

218,539

Total

20,885,441

898,567

1,097,672

2,685,951

4,025,496

outstanding 101,901 203.801
‘ 1,189,573 628,784

18,756,325

17,789,906

218,539

38,593,127
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25

Financlal risk management (continued)

Liquldity risk {continued)
Less than 1 3 monthsto 1
month 1-=3 months year 1-§years 5+ years Total
£ £ £ £ £ £
2024
Collective
investment
schemes - 197,675 12,169,697 13,950,902 - 26,318,274
Loans at
amortised .
cost - - 1,200,000 768,545 - 1,968,545
Cash and
cash
equivalents 964,079 - - . - 564,079
Debtors
arising out of
Insurance
cperations -
Reinsurers’
share in
claims
cutstanding 286,362 572,725 2,577.261 4,397,269 1,228,644 9,062,291

1,250,441 770,400 17,700,639 19.1‘18.748 1,228,644 40,066,870

1,753,681 - - 1,753,681

The Company expecls to meet ils other cbligations from operating cash flows and proceeds of maturing
financial assets.

Insurance risk management

The Company accepts insurance risk through its insurance contracts where it assumes the risk of loss from
persons or organisations that are directly subject to the underlying loss. The Company is exposed to the
uncertainty surrounding the timing, frequency and severity of claims under these contracis.

The Company manages ils risk via its underwriting and reinsurance strategy within an overall risk management
framework. Pricing is based on assumptions which have regard to trends and past experience. Exposures are
managed by having documented undeswriting limits and criteria. Reinsurance is purchased to mitigate the effect
of potential loss to the Company from individual large or catastrophic events and aiso to provide access to
specialist risks and to assist in managing capital. Reinsurance policies are written with approved reinsurers on
either a proportional or excess of loss treaty basis.

Regulatory capital is also managed (though not exclusively) by reference to the insurance risk to which the
Company is exposed.

Concentration

The Company primarily underwrites suretyship, assistance, miscellaneous financial loss and motor risks with
short and tong tail duration. The most significant insurance risks arise from changes in the economic
environment, natural disasters, climate change and other catastrophes (l.e. high severity, low frequency events).
A concentration of risk may also arise from a single insurance contract issued to a particutar demographic type
of policyholder, within a geographical tocation or to types of commercial business. The relative varlability of the
outcome is mitigated if there is a large portfolio of similar risks.
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26 Insurance risk management (continued)

Concentration (continued)
The concentration of non-life insurance by the location of the underlying risk is summarised below by reference
to gross and net claims payable. )

Gross Reinsurance Net
2025 2024 2025 2024 2025 2024
£ £ £ £ £ £
UK 15,975,412 14,139,786 75,792 3,464,941 15,899,620 10,674,855
EU (excluding UK) 44,363 5,664,297 3,949,704 5,597,350 {3,805,341) 66,947
16,018,775 19,804,093 4,025,496 9,062,291 11,994,279 10,741,802
The concentration of non-life insurance by type of contract is summarised below by reference to liabilities.
Gross Reinsurance Net
2025 2024 2025 2024 2025 2024
£ £ £ £ £ £
Motor cther
classes 3,949,704 5,597,350 3,949,704 5,597,350 - -
Miscellaneous 9,767,960 10,722,280 75,792 3,464,941 9,692,168 7,257,339
Credit and
suretyship 2,017,881 3,290,830 - - 2,017,881 3,280,830
Fire and
other
damage to
property 768 28,924 - - 768 28,924
Assistance 283,484 164,709 - - 283,484 164,709
Total 19,804,093 4,025,496 9,062,291 11,894,279 10,741,802

16,018,775

The Company’s moter line of business makes up the largest reinsurance exposure at £3.9 million (2024: £5.6
million) which is with an A- rated relnsurer.

In 2024, the Company had a reinsurance exposure with a related party for £2.3 million under the miscellaneous
line of business. During the year, the Company entered into a commutation agreement with this reinsurer to
retain 100% of risk. :

Assumptions and sensitivities

The risks associated with the non-life insurance contracts are complex and subject to a number of variables
which complicate quantitative sensitivity analysis. The Company uses several statistical and actuarial techniques
based on past claims development experience. This includes indications such as average dlaims cost, ultimate
claims numbers and expected loss ratios. The key methods used by the Company for estimating liabilities are:

chain ladder;

expected loss ratio;
benchmarking; and
Bomhuetter-Ferguson.

® o o o

In addition, the Directors engage, annually, an independent external actuary to support the intemal assessment
of the level of reserves. The Company has reserved in line with the actuaries’ best estimate.

The Company considers that the liability for non-life insurance claims recognised in the statement of financial
position Is adequate. However, actual experience will differ from the expected outcome.
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26 Insurance risk management (continued)

Assumptions and sensitivities (continued)

Some resuits of sensitivity tesling are set out below, showing the impact on profit before tax and shareholder's
equity, net of reinsurance. For each sensitivity the impact of a change in a single factor is shown, with other
assumptions unchanged.

Pre tax profit Shareholder's equity
2025 . 2024 2026 2024
£ £ £ £
5% increase in net claims reserve (539,438) (537,090) (472,008) {469,954)
5% decrease in net claims reserve 539,438 537,080 472,008 469,954
5% increase in expenses {321,408) (309,367) (281,232) (270,696)
5% decrease in expenses 321,408 309,367 281,232 270,698
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Evolution Insurance Company Limited
Notes to the Financial Statements
for the year ended 30 June 2025

27

28

Operating lease income

The total rental income recognised in the statement of comprehensive income during the year together with the
total future minimum rental receivable on operating leases where the Company is the lessor are disclosed
below: :

2025 2024
: R £
Land and buildings - rental income 747,538 597,608

The Company owns various land and buildings which are investment properties, as disclosed in Note 13, which
are let to third parties. These non-cancellable leases have remaining terms of between 18 months and 12 years.
Some teases include a provision for 3 to 5 yearly upward rent reviews according to prevailing market conditions.
No contingent rentais have been recognised as income.

Future minimum rental receivable under non-cancellable operating leases are as follows:

2025 2024

£ £

Expiring within 1 year 148,913 30,200

Explring within 2 to 5 years 824,647 1,410,131

Expiring after 5 years - 845,500
Related party transactions

During the year, the Company entered into transactions with its related parties. The fransactions entered into
and balances outstanding as at 30 June are as follows:

Income from Expenses Balance due Balance due

2025 rolated from related from related to rolated
partles parties parties parties

£ £ £ £

Entities under common ownership and with
common directors
Evolution Insurance Solutions Limited 15,000 1,222,243 524,901 -

Entitles under common ownership
Skylark Investments Limited - loan -

898,567 -

Income from Expenses Balance due Balance due

2024 related from related from rolated to related

parties parties parties partles
£ £ £ £

Entities under common ownership and with

common dlrectors

Evolution Insurance Solutions Limited 15,000 1,181,100 211,795 -

Evolution Holdings (Guemsey) Limited - - 268,200 -

Entitles under common ownership

Charles Street Investments Limited - loan - - 1,200,000 -

Skylark Investments Limited - loan - - 768,544 -
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30

Related party transactions (continued)

Balances due from Charles Street Investment Limited (CSIL) and Skylark Investments Limited (SIL) are non-
interest bearing loans, due within 1-5 years and with no repayment terms. SIL loan is discounted using an
effective interest of 5.0%.. )

EISL is considered a refated party by virtue of common ownership and control. During the year, the Company
received rent income of £15,000 (2024: £15,000) and paid service fees of £636,000 (2024: £559.500) and
commissions of £586,243 (2024: £621,600).

EISL is a related party insurance intermediary and included in the Company’s statement of comprehensive
income - technical accounts are transactions and balances with this entity.

Terms and conditions of transactions with related parties

Except for loans due from related parties (note 14), outstanding balances with related parties are unsecured,
interest free and cash setilements are due within one year. During the year ended 30 June 2025, the Company
has not made provision for doubtful debts relating to amounts owed by related parties.

Key management personnel

Other than Directors’ remuneratien (note 11), the Company has no amount paid as salaries and wages and
other key management personnel costs as it employs no staff.

Controlling party

The Company is a wholly owned subsidiary of Evolution Heldings (Guemsey) Limited, a company registered in
Guemsey. No individual holds a controlling interest in Evolution Holdings (Guernsey) Limited.

Post balance sheet events

There are no events after the reporting period that warrant any adjustment or disclosure in the financial
statements.
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