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I.  Background

This report is being drawn up pursuant to regulation 11{1) of the Protection and
Compensation Fund Regulations, 2003, L.N. 435 of 2003 (“the Regulations”) which requires
the Protection and Compensation Fund Management Committee (“Management
Committee”) to submit to the Malta Financial Services Authority {“the Authority” or “MFSA”)
a report of the activities of the Protection and Compensation Fund {“the Fund” or “the PCF”)
during the year 2012.

Dual Purpose of the Fund

The Fund has been established to provide:

(1) for the payment of any claims against an insurer, remaining unpaid by reason of the
insolvency of such insurer. Such claim must be in respect of protected risks (general
business) situated in Malta and in respect of protected commitments (long term
business) where Malta is the country of commitment,

(2} To compensate victims of road traffic accidents in certain specified circumstances
(protected liability).

II. The Management Committee

In terms of article 51 of the Insurance Business Act (“the Act”) and regulation 5 of the
Regulations, the Authority has established the Protection and Compensation Fund
Management Committee.

The Management Committee, appointed in 2010 for a period of three years, is composed of
the following:

Chairman - Dr Joseph Borg Bartolo

Members - Dr Michelle Whitehead
Mr David G Curmi
Mr Benny Borg Bonello
Mr John P Bonett
Mr Joseph Naudi Montaldo
Mr Joseph Felice Pace

Secretary - Mr Geoffrey Bezzina
As the Management Committee’s appointment expired on 31 December 2012, the
Authority, by means of a publication in the Government Gazette No. 19016 of 11 January

2013, established the Management Committee for a period of three years commencing on 1
January 2013 which is composed of the following:
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Chairman - Dr Joseph Borg Bartolo

Members - Dr Michelle Whitehead
Mr David G Curmi
Mr Benny Borg Bonelio
MrJohn P Bonett
Mr Joseph Naudi Montaldo
Mr Joseph Felice Pace

Secretary - Mr Geoffrey Bezzina

During 2012, the Management Committee held two meetings.

III. Activities

Collection of Conitributions

Article 50 of the Act provides that the Fund shall consist of all contributions made to it under
the Act and any regulations made thereunder. Contributions are made by insurance
companies authorised under the Act carrying on risks situated in Malta or commitments
where Malta is the country of commitment, and by a number of European insurance
undertakings carrying our business of insurance in Malta under the freedom of
establishment. A list of contributors is found in Part VI of this report,

For the purposes of Part Ill of the Regulations, under regulation 7 of the Regulations, every
insurer carrying on general business or long term business in Malta, is to pay a pre-funded
contribution of 0.125 per centum of gross premium income accounted for by the insurers for
the year ending last before the beginning of that calendar year in respect of general business
or long term business {in the latter case effected after 30 June 1986) to the Fund. These are
to be utilised for the payment of claims which, by reason of the insolvency of an insurer,
remain unpaid. Such funds shall be available to make payments of such claims made in
respect of protected risks and protected commitments. Since regulation 8 of the Regulations
also requires every insurer to furnish the Fund with a statement of gross premium income,
two forms devised by the Management Committee, one in respect of general business and
the other in respect of long term business were sent to all insurers required to contribute to
the Fund.

Contributions were made by insurers carrying on general business amounting to €159,581
(2011: €159,241) and insurers carrying on long term business amounting to €217,623 (2011:
€239,610). Therefore, the contributions for calendar year 2012 amounted to an aggregate
amount of €377,302 (2011: €398,851).

For the purposes of Part 1V of the Regulations, regulation 7 also lays down that every insurer
carrying on business of motor insurance in Malta is required to pay a post-funded additional
contribution whenever the need arises to be utilised for the payment of compensation
relating to protected liabilities. In terms of regulation 6 of the Regulations, the Management
Committee has delegated the function to compensate victims of road traffic accidents to the
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Motor Insurers’ Bureau. Therefore, this additional contribution is collected by the Motor
Insurers’ Bureau on behalf of the Management Committee.

Approval of Accounts

The Annual Repert and Financial Statements of the Fund for the year ended 31 December
2012 have been drawn up in accordance with regulation 14 of the Regulations. These were
tabled at a Management Committee meeting of 21 May 2013 and approved by all the
members present. As established by regulation 14{2), a copy of the profit and loss account,
balance sheet and auditor’s report were submitted to the MFSA.

Funds allocated to meet expenditure

As per regulation 7(6) of the Regulations, a sum not exceeding 5 per centum of the total
amount of contributions payable to the Fund was kept at the disposal of the Management
Committee to meet ordinary expenses incurred by the administration of the Fund. The
Committee determined that part of the interest generated from investments during the year
could be allocated for this purpose and therefore regulation 7{6) would not be invoked.

IV. Issues considered by the Management Committee

European Commission — Dossier on Insurance Guarantee Schemes

Despite a wide consuttation process held by the European Commission on a future legislative
proposal for an EU-wide statute on insurance guarantee schemes in 2010, it appears that the
Commission will not proceed with the publication of its proposal at least for the time being.

Investment strategy

The Fund’s sub-committee coordinated with Lombard Bank Malta plc, the Fund’s Investment
Manager, on matters relating to the Fund’s investment services requirements.

In 2012, the Fund’s cash was invested in Malta Government Stock, Treasury Bills and/or
placed in term deposit accounts.

Payment of claims

In so far as Part 11l of the Regulations is concerned, no claims were paid by the Fund in or for
the year 2012,
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V. Motor Insurers’ Bureau (MIB)

In so far as Part IV of the Regulations is concerned, the following is a general overview of the
issues discussed and handled by the MIB in 2012,

Uninsured Modes of Transport - Trailers

The Bureau is concerned at the continued lack of a Third Party Insurance requirement by
Transport Malta (TM) for such vehicles.

Following protracted discussions and the continued lobbying made by Malta Insurance
Association (MIA), supported by the legal advice sourced from Dr Paul Cachia, the TM Board
finally accepted that trailers fell within the definition of “vehicle” under Chapter 104 of the
Laws of Malta and therefore required Third Party Insurance cover once they are put on the
road.

However, TM is still to set up the necessary internal IT infrastructure in order to register all
local trailers and ensure their roadworthiness.

This initial step would be followed by the implementation of the insurance requirement, in
respect of which TM intended to initiate discussions with the GRTU {Malta Chamber for
SMEs) in the light of its union representation of the majority of trailer operators.

In view of the fact that trailers will not be required to have renewable road licences, it is still
unclear at this stage how their eventual insurance would be fitted within the existing
coterminous system applicable to all other vehicles on the local roads.

It is to be noted that the Bureau’s main concern in this case centres on uncoupled trailers
parked in a dangerous and/or hazardous manner and therefore being a potential cause of
Third Party damage and/or injury; and this since it is reasonable to assume that the majority
of Trailers operating overseas are already insured. Those that are not are however drawn by
insured tractor units.

Viewed from this perspective, the Bureau’s potential exposure is quite “contained”.

The Bureau Council generally feels that the issue should be referred by MIA to a higher
administrative level within TM should its present interlocutors remain unresponsive on the
matter.

Uninsured Modes of Transport — Segways

The captioned mode of transport is gradually increasing its presence on local roads.

Segways are being used for police patrols in Valletta. They are also being marketed by a local
operator for guided tours.

Despite the MIA’s repeated enquiries as to whether there is a legal Third Party Insurance
obligation for such “vehicles”, TM has so far adamantly skirted the issue and still not
committed itself on the matter.



This issue will therefore be added to the list of concerns which the MIA will be keeping on its
radar in the coming months, at par with motorised bicycles and other low-powered vehicles;
these will be the subject of further lobbying with TM.

MIB / Malta Green Card Bureau / Protection and Compensation Fund Merger

The purposely set up MIB Strategic Committee held a number of regular meetings in order
to progress and conclude this issue.

The initial intention was for the “new” MIB to absorb and integrate the Green Card Bureau
{MGCB) as well as the Guarantee Fund (the present Protection and Compensation Fund),
together with the Motor Insurance Pool legacy.

MIB Contribution to the Council of Bureaux

The Bureau pays an annual financial contribution to the Council of Bureaux {CoB), on behalf
of the PCF, in view of the CoB’s provision of secretarial and administration services to the
Guarantee Funds of the states forming part of the Green Card System.

In accordance with the relevant legal requirements in Belgium (where the CoB is based), the
said contribution attracts VAT at the prevalent Belgian rate of 21%; and this since the Bureau
does not have a VAT Registration Number.

The Bureau sought legal advice on the matter from Dr. Anton Felice. Having reviewed the
legal provisions relating to the payment of VAT as well as discussed the issue with the VAT
Department, Dr. Felice was of the view that the VAT element charged by the CoB is indeed
payable.

The Bureau has implemented this advice accordingly.

MIB Statute

The need was felf to review and update the Bureau’s statute. The intention was not merely
to upgrade it but also to bring it in [ine with the statute of the Green Card Bureau, which had
heen recently updated.

Dr Anton Felice was tasked with the implementation of this exercise; that is, with bringing
the two statutes as close as reasonably possible.

Amendments were made to the following main aspects:

¢ The legal status of the Bureau is reconstituted as a voluntary non-profit organisation
which will need to be registered under the Civil Code provisions;

¢ The objects clause;

¢ Membership provisions;

o (Obligations of Bureau members;

e« Budgetary powers;

¢ Resolutions of the general assembly;

e Levying of subscriptions; and

%]
¢
A8
a0

Hl



o Premium income calculation in case of portfolio transfers.

Membership of Allcare Insurance Limited

The captioned indigenous insurer secured its operating authorisation from the Malta
Financial Services Authority in December 2012. In accordance with the Bureau’s Statute,
Allcare Insurance Limited’s irrevocable undertaking in favour of the Bureau as well as the
Protection and Compensation Fund has been “autematically” backdated to 1 January 2012.

Claims handled by MIB

1. Number of new claims submitted to MIB during 2012 (01-01-2012 - 31-12-2012) in

respect of:
1.1. Uninsured Vehicles: 25 (plus an additional 7 claims in respect of Government

vehicles).
1.2. Hit & Run cases: 1 claim.

2. Amount paid during 2012 in connection with the new claims submitted during 2012

{item 1 above):
2.1. Uninsured Vehicles: €332 (plus another €469 in respect of Government vehicles

claims).
2.2. Hit & Run cases: NilL.

3. Total amount outstanding in connection with the new claims submitted during 2012

(item 1 above):
3.1. Uninsured Vehicles: €92,619 {plus another €28,296 in respect of Government

vehicles claims).
3.2. Hit & Run cases: €2000.

4. Total amount paid in 2012 in connection with claims submitted before 2012:
4.1. Uninsured vehicles: €14,778 (plus another £788 in respect of Government vehicles
claims).
4.2. Hit & Run cases: NIL

As at May 2013, the Bureau has 195 pending claims and an overall Claim Reserve of €3.37
million.

VI. List of contributors in relation to Part III of the Regulations
(2012)

General Business

- AlG Europe Limited (formerly Chartis Europe Lid)
- Argus Insurance Company {Europe) Ltd

- Atlas Insurance PCC Limited

- AXA PPP Healthcare Ltd

- BUPAInsurance Ltd
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- Citadel Insurance plc

- Elmo Insurance Ltd

- GasanMamo Insurance Limited

- International Diving Assurance Limited

- Lloyd's Malta Limited

- Middlesea Insurance plc

- Multi Risk Indemnity Company Ltd

- QlCInternational LLC

- Schwarzmeer und Ostsee Versicherungs-Aktiengesellschaft (SOVAG)
- Societa Italiana Assicurazioni e Riassicurazioni Spa (SIAT)

Long Term Business

- Citadel Insurance plc

- GlobalCapital Life Insurance Limited

- HSBC Life Assurance (Malta) Limited

- Middlesea Insurance plc

- MSsV Life p.l.c

- Zurich Assurance Ltd (formerly known as Eagle Star Life)

Attachment: Audited Financial Statements of the Protection and Compensation Fund as at 31
December 2012
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Committee members' report

The members present their report and the audited financial statements of the Fund for the year ended
31 December 2012,

Principal activity
The income and expenditure account for the year is set out on page &.

The principal activities of the Fund are to make payments in respect of claims against locally licensed
insurance companies which remained unpaid by reason of the insolvency of such companies, and to
compensate victims of road traffic accidents in circumstances as specified by the Protection and
Compensation Fund Regulations, 2003, enacted by LN 435 of 2003 under the insurance Business Act, 1998
(previously the Insurance Business Security Fund Regulations, 1986).

Committee members
The members of the Management Committee during the year were as follows:

Joseph Borg Bartclo — Chairman
Benny Borg Bonello

David G. Curmi

Joseph Felice Pace

Joseph Naudi Montaldo
Michelle W hitehead

John P. Bonett

Every member of the Committee shall hold office for such period and upon such terms and conditions as
may be determined by the Malta Financial Services Authority and as indicated in the letter of appointment,
such term of office being not less than one year and not more than three years. Every member of the
Committee shall be eligible for re-appoiniment.

Statement of committee members’ responsibilities

The committee members are required by the Protection and Compensation Fund Regulations, 2003 to
prepare financial statements that give a true and fair view of the state of affairs of the Fund as at the end of
each financial period and of the income and expenditure for that period.

In preparing the financial statements, the committee members are responsible for:

e ensuring that the financial statements have been drawn up in accordance with the Protection and
Compensation Fund Regulations, 2003;

» selecting and applying appropriate accounting policies;

« making accounting estimates that are reasonable in the circumstances;

s ensuring that the financial statements are prepared on the going concern basis unless it is
inappropriate to presume that the Fund will continue in business as a going concern.

The committee members are also responsible for designing, implementing and maintaining internal
control as the committee members determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error, and that comply with
the Protection and Compensation Fund Regulations, 2003. They are also responsible for safeguarding
the assets of the Fund and hence for taking reasonable steps for the prevention and detection of fraud
and other irregularities.
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Committee members' report - continued
Statement of committee members' responsibilities - continued
Auditors

PricewaterhouseCoopers, have expressed their willingness to continue in office and a resolution proposing
their reappointment will be put before the members at the next annual general meeting.

By order of the committee

David G. Curmi
Committee member

Malta Financial Services Authority
Notabile Road
Mriehel

21 May 2013




pwec

Independent auditor’s report

To the Members of the Protection and Compensation Fund
Report on the Financial Statements for the year ended 31 December 2012

We have audited the financial statements of the Protection and Compensation Fund on pages 5 to 16
which comprise the balance sheet as at 31 December 2012, the income and expenditure account,
statements of changes in funds and cash flow for the year then ended and a summary of significant
accounting policies and other explanatory information.

Members’ responsibility for the financial statements

As explained more comprehensively in the Statement of committee members’ responsibilities on page 1,
the members of the Management Committee are responsible for the preparation of financial statements
that give a true and fair view in accordance with the Protection and Compensation Fund Regulations,
2003, and for such internal control as the committee members determine is necessary to enable the
preparation of financial statements that are free from material mistatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those Standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation of financial statements that give a true and fair view 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 entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by the members of the
Management Committee, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial statements of the Protection and Compensation Fund for the year ended 31
December 2012 are prepared, in all material respects, in accordance with the accounting policies
described in pages @ to 11 of the financial statements.
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Independent auditor’s report - continued

Basis of accounting and restriction on distribution and use

Without modifying our opinion, we draw attention to the accounting policies on pages 9 to 11 of the financial
statements, which describe the basis of accounting. The financial statements are prepared to assist the
Protection and Compensation Fund to comply with the financial reporting provisions of the Protection and
Compensation Fund Regulations, 2003. As a result, the financial statements may not be suitable for another
purpose. Our report is intended solely for the members of the Protection and Compensation Fund and
should not be distributed to or be used by parties other than the members of the Protection and
Compensation Fund.

PricewaterhouseCoopers

78 Mill Street
Qormi
Malta

/«;

Lucienne Pace Ross
Partner

asd

21 May 2013
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Income and expenditure account

Year ended 31 December

Notes 2012 2011
€ €
Income 2 116,162 94,558
Expenditure 3 (20,454) {18,935)
Surplus for the year 95,708 75,623
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Balance sheet

As at 31 December

Notes 2012 2011
€ €
ASSETS
Fixed assets
Financial assets
Investments — available-for-sale 4 1,952,078 1,548,451
Total non-current assets 1,952,078 1,548,451

Current assets
Trade and other debtors 5 253,722 321,890
Motor Accident Fund

- Security Fund 6 159,829 441,988

- Protection and Compensation Funds 6 1,969,732 1,634,704

Cash at bank and in hand 11 1,340,018 1,234,572

Total current assets 3,723,301 3,633,154

Total assets 5,675,379 5,181,605

LIABILITIES

Funds and reserves

Protection and Compensation Funds - Insolvency Fund

- General Business Fund 8 1,304,875 1,145,194

- Life Business Fund 8 1,607,883 1,390,260
2,912,758 2,535,454

Accumulated Fund 344143 248,435

Revaluation reserve 9 57,679 14,110

Total funds and reserves 3,314,580 2,797,999

Creditors: amounts falling due within one year

Trade and other creditors 7 2,360,799 2,383,606

Total liabilities 5,675,379 5,181,605

The financial statements on pages 5 to 16 were althorised for issue by the members of the Management
Committee on 21 May 2013 and were signed on its hehalf by;

Ll

David G. Curmi
Committee member
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Statement of changes in funds

Balance at 1 January 2011

Net contributions levied during the year
Fair value movements
- available-for-sale investments

Net income recognised directly in funds
Surplus for the financial year

Balance at 31 December 2011
Balance at 1 January 2012

Net contributions levied during the year
Fair value movements
- available-for-sale investments

Net income recognised directly in funds
Surplus for the financial year

Balance at 31 December 2012

Protection
and
compensation Accumulated Revaluation

Notes funds fund reserve Total
€ € € 3
2,136,603 172,812 4,500 2,313,915
8 398,851 - - 398,851
9 - - 9,610 9,610
398,851 - 9,610 408,461
- 75,623 - 75,623
2,535,454 248,435 14,110 2,797,999
2,535,454 248,435 14,110 2,797,999
8 377,304 - - 377,304
) - - 43,569 43,569
377,304 - 43,569 420,873
- 95,708 - 95,708
2,912,758 344,143 57,679 3,314,580
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Cash flow statement

Operating activities
Cash generated from operations

Financing activities
Purchase of investments
Levies collected

Net cash generated from financing activities

Movement in cash and cash equivalents

Year ended 31 December

Notes 2012 2011
€ €

10 88,200 67,430
4 (360,058)  (204,072)

8 377,304 398,851
17,246 194,779

105,446 262,209

Cash and cash equivalents at beginning of year 1,234,572 972,363

Cash and cash equivalents at end of year

11 1,340,013 1,234,572
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Accounting policies

The principal accounting policies adopted in the preparation of these financial statements are set out
below.

1. Basis of preparation

The financial statements are prepared under the historical cost convention and have been prepared in
accordance with the Protection and Compensation Fund Regulations, 2003.

2. Protection and Compensation Fund / Security Fund

Article 49 of the Insurance Business Act provides for the establishment of the Profection and
Compensation Fund to be utilised to make payments in respect of claims which remain unpaid by
reason of the insolvency of the insurer (“General Insurance Fund” and “Life Insurance Fund” shown
on the balance sheet), and to compensate victims of specified road ftraffic accidents (*Motor
Accident Fund” shown on the balance sheet). The Protection and Compensation Fund/Security
Fund shown on the balance sheet comprise levies collected from members, less claims paid and
provisions for outstanding/potential claims.

The ‘Security Fund’ shown in the balance sheet represents the Fund set up under the Insurance
Business Security Fund Regulations, 1986 (which have now been repealed by the Protection and
Compensation Fund Regulations, 2003). The deficit as at 31 December represents contributions
collected short of outstanding provisions. The cost of the eventual settlement of these claims is
recoverable from members in accordance with the Regulations.

The ‘Protection and Compensation Fund' shown in the balance sheet represents the fund set up
under the Protection and Compensation Fund Regulations, 2003. Under these Regulations,
contributions in respect of claims which remain unpaid by reason of insolvency of the insurer are
required to be pre-funded to the Protection and Compensation Fund for the purposes of the
“General Insurance Fund” and the “Life Insurance Fund” at a rate of 0.125 per cent of the gross
premium income of the protected risks by the insurer for the year ending last before the beginning
of that calendar year. A sum not exceeding 5% of the total amount of contributions payable fo the
Fund (as may be determined by the Management Committee) shall be at the disposal of the
Commitiee to meet expenses incurred by the administration of the Fund. A further post-funded
contribution will be required by every insurer carrying on business of motor insurance to be utilised
exclusively for the payment of compensation of motor accidents in a similar way to contributions
collected for the "Security Fund”.

In accordance with Article 31(4) of Protection and Compensation Regulations, 2003, all assets and
liabilities of the Security Fund transferred to the Protection and Compensation Fund in virtue of the
Act shall, be kept separate from other assets and liabilities of the Protection and Compensation
Fund and the administration of the assets and liabilities which are to be kept separate in virtue of
those regulations shall continue to be governed by regulation 10 of the 1986 Regulaticns until all
obligations of the Protection and Compensation Fund under the 1986 Regulations are discharged
in full.

Any assets of the Security Fund which are kept separate from the other assets of the Fund
remaining in hand after the discharge of all obligations under the 1986 Regulations shall be
aggregated to the other assets of the Fund and continue to be used exclusively for the same
purpose which they were used under the 1986 Regulations.
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Provision for imminent and potential claims

Provision is made for the full estimated cost of claims notified but not yet settied by the year end.
The amounts provided for are charged to the Funds (see Note 6 and 8) and credited to the Motor
Insurers’ Bureau {Note 7), which carries out its administrative function, including the payment of
claims.

Financial assets « Investrents

The Fund classifies its investments into the available-for-sale category. The classification is
dependent on the purpose for which the investments were acquired. The committee members
determine the appropriate classification of investments at the time of purchase and re-evaluate
such designation at every reporting date.

Available-for-sale investments are those non-derivative financial assets that are designated as
available for sale or are not classified as (a) loans and receivables, (b) held-to-maturity or (c)
financial assets at fair value through profit or loss. They include inter alia, listed securities.

All purchases and sales of investments are recognised on the trade date, which is the date that the
Fund commits to purchase or sell the assets. All investments are initially recognised at fair value
plus, transaction costs that are directly attributable to their acquisition. Investments are
derecognised when the rights to receive cash flows from the investments have expired or where
they have been transferred and the Fund has also transferred substantially all risks and rewards of
ownership.

Available-for sale investments are subsequently re-measured at fair value. A gain or loss on an
available-for-sale financial asset is recognised direcily in equity, through the statement of changes
in funds, except for impairment losses and foreign exchange gains and losses, until the financial
asset is derecognised, at which time the cumulative gain or loss previously recognised in equity is
recognised in the profit and loss.

The fair value of quoted securities and units in unit trusts is based on quoted market prices at the
balance sheet date.

In the case of securities classified as available-for sale, a significant or prolonged decline in the fair
value of the security below its cost is considered in determining whether the securities are
impaired. If any such evidence exists for available-for-sale financial assets, the cumulative loss —
measured as the difference between the acquisition cost and current fair value, less any
impairment loss on the financial asset previously recognised in the income and expenditure
account — is removed from equity and recognised in the income and expenditure account.
Impairment losses recognised in the income and expenditure account on equity instruments are not
subsequently reversed.

Debtors

Debtors are carried at anticipated realisable value. An estimate is made for doubtful debtors based
on a review of all outstanding amounts at the year end. Bad debts are written off during the year in
which they are identified.

10
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Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents comprise cash in hand
and deposits held at call with banks.

Trade creditors

Trade creditors are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method.

Revenue recognition

Interest income is recognised in the profit and loss account as it accrues, unless collectibility is in
doubt.

The fund is also entitied under Reg. 7(8) of the Protection and Compensation Fund Regulations,
2003 to an administration levy not exceeding 5% of total contributions payable to meet ordinary
expenses incurred by the Fund. This levy is recognised as it accrues and is included within
‘income’ in the income and expenditure account.

i1
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Notes to the financial statements

1.

Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and based on historical experience and other
factors including expectations of future events that are believed to be reasonable under the
circumstances.

In the opinion of the committee members, the accounting estimates and judgements made in the
course of preparing these financial statements are not difficult, subjective or complex to a degree
which would warrant their description as critical.

Income
fncome includes administration interest receivable and any profit on disposal of investments.

No administration levies were charged during 2012 and 2011,

Expenses by nature

2012 2011
€ €
Committee members' fees 10,482 10,482
Motor Insurers’ Bureau administration fee 3,517 4,384
Auditors’ remuneration 1,534 1,634
Other expenses 4,921 2,635
Total expenditure 20,454 18,935
Financial assets — available-for-sale investments
Year ended 31 December 2011
Opening net book amount 1,334,769
Additions 204,072
Net fair value gains (note 9) 9,610
Closing net book amount 1,548,451
Year ended 31 December 2012
Opening net book amount 1,548,451
Additions 360,058
Net fair value gains (note 9) 43,569
Closing net book amount 1,952,078
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Financial assets ~ available-for-sale - continued

Available-for-sale investments include the following:

2012 2011

€ €

Debt securities — listed fixed interest rate 1,952,078 1,548,451
The maturity of the fixed income debt securities is detailed below:

2012 2011

€ €

After more than & years 1,952,078 1,548,451

1,952,078 1,548,451

Trade and other debtors

2012 2011

€ €

Amounts due from Motor Insurers’ Bureau 226,768 304,649
Accrued income 26,954 17,241

253,722 321,880

The Protection and Compensation Fund Committee has, under Section 6(2) of the Protection and
Compensation Fund Regulations 2003, delegated part of its administrative function to the Motor
Insurers’ Bureau. Amounts due by Motor Insurers’ Bureau represent levies collected from
members less claims paid (see also note 6).
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Motor Accident Fund

Provision for Amounts
Levies Claims outstanding Recoverable
collected paid claims from members
€ € € €
(a) Security Fund
Balance at 1 January 2011 828,131 {540,000} (1,108,006} (820,875)
L evies collected 5,580 - - 5,580
Claims paid - (2,438) 2,438 -
Decrease in provision - - 373,307 373,307
Balance at 31 December 2011 833,711 {542,438) {733,261) (441,988)
Balance at 1 January 2012 833,711 (542,438) (733,261) (441,088)
Levies coliected 1,204 - - 1,204
Levies refunded {73,542) - - (73,542)
Claims paid - (1,360) 1,360 -
Decrease in provision - - 354,497 354,497
Balance at 31 December 2012 761,373 {543,798) (377,404) (159,829)
Provision for Amounts
Levies Claims Qutstanding Recoverable
collected paid Claims from members
€ € € €
(b) Protection and Compensation Funds
Balance at 1 January 2011 108,714 (106,916) {1,756,932) (1,755,134)
Levies collected 31,288 - - 31,288
Claims paid - (19,710) 19,710 -
Decrease in provision - - 89,142 89,142
Balance at 31 December 2011 140,002 (126,626) (1,648,080) (1,634,704)
Balance at 1 January 2012 140,002 (126,626) (1,648,080) (1,634,704)
Levies collected 31,281 - - 31,281
Levies refunded {20,339) - - {20,339)
Claims paid - (16,853) 16,853 -
Claims refunds - 1,728 (1,728) -
Increase in provision - - (345,970) (345,970)
Balance at 31 December 2012 150,944 {141,751) (1,978,925) (1,969,732)

The year-end balances represent contributions collected from members short of outstanding
reported claims provisions. The cost of the eventual settlement of these claims is recoverable
from members in accordance with the Regulations.
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Trade and other creditors

Amounts falling due within one year
Provision for claims outstanding
Other creditors and accruals

Protection and Compensation Funds

Balance at 1 January 2011
Contributions received

Balance at 31 December 2011

Balance at 1 January 2012
Contributions received

Balance at 31 December 2012

2012 201
€ €
2,356,329 2,381,341
4,470 2,265
2,360,799 2,383,606
General Life
Insurance Insurance
Fund Fund Total
€ € €
985,953 1,150,650 2,136,603
159,241 239,610 398,851
1,145,184 1,390,260 2,535,454
1,145,194 1,390,260 2,535,454
159,681 217,623 377,304
1,304,875 1,607,883 2,912,758

The apportionment of the accumulated fund and revaluation reserve included in the balance sheet
as at 31 December 2012 to the General Business Fund and Life Insurance Fund on the basis of
the movements in the respective funds from 2004 to date is shown below:

Acecumulated Fund
Revaluation reserve

Revaluation reserve

Balance at 1 January
Movement in fair value (note 4)

Balance at 31 December

The revaluation reserve is non-distributable.

General Life
Insurance Insurance
Fund Fund Total
€ € €
154,171 189,972 344,143
25,839 31,840 57,679
180,011 221,811 401,822
2012 2011
€ 3
14,110 4,500
43,569 9,610
57,679 14,110
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10.

11.

12.

Cash generated from coperations

Reconciliation of operating surplus to cash generated from operations:

2012 201
€ €
Surplus for the year 95,708 75,623
Adjustment for:
Movement in provision for outstanding claims {25,012) {484,597)
Movements in working capital:
- creditors 2,205 230
- debtors 15,299 476,174
Cash generated from operations 88,200 67,430
Cash and cash equivalents
2012 2011
€ €
Cash at bank 1,340,018 1,234,572
Deposits held with banks earn interest as follows:
2012 2011
€ €
At fixed rates 1,250,575 1,100,000
At floating rates 89,443 134,572

1,340,018 1,234,572

Financial instruments
Credit risk

Financial assets which potentially subject the Fund to concentrations of credit risk consist principally
of investments and cash at bank. The Fund's cash is placed with guality financial institutions.
Concentration of the Fund’s credit risk in respect of investments is considered by the members of the
Management Committee to be relatively insignificant in view of the nature of the assets held and the
credit standing of the issuer/counterparty.

interest rate risk

The Fund’s incoming and operating cash flows are substantially independent of changes in market
interest rates. Notes 4 and 11 incorporate interest rate and maturity information with respect to the
Fund's assets. Up fo the balance sheet date, the Fund did not have any hedging policy with respect
to interest rate risk as exposure to such risk was not deemed to be significant by the members.

Fair values

At 31 December 2012 and 2011, the carrying value of the Fund's other assets and liabilities
approximated their fair values.
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Income and expenditure account

income

Administration levy under Reg 7(6)

Interest receivable from Motor Insurers' Bureau
Interest receivable from investments

Expenditure

Publication costs

Audit and professional fees

Bank charges and interest

Committee members' fees

Motor Insurers’ Bureau administration fee
Miscellaneous expenses

Surplus for the year

2012 2011

€ €

3,517 4,384
112,645 90,174
116,162 94,558
955 866
4,034 2,920
153 130
10,482 10,482
3,517 4,384
1,313 153
20,454 18,935
95,708 75,623
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